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ERHAPS the pithiest and best description of this country’s 
Hen difficulties has been given by a business man. 

At the recent meeting of Tube Investments Ltd, the 
chairman, SIR Ivan STEDEFORD, described these difficulties as 

‘the embarrassing conflict between internal economic expansion and 

external financial solvency which has harassed us ever since the war’. 
His solution to these difficulties was the adoption of methods which 
would enable us to produce enough goods at the right prices. 
This, he said, 

‘would help us to expand our exports in competitive markets without 

making our own life a misery with recurrent payment crises’. 

The economic history of 1955 provides a particularly good 
example of this embarrassing conflict, and of some of the measures 
which have been taken to overcome it. The prospects for 1956 
depend largely upon the success of these measures and any others 
which may be decided upon. So far as internal economic expansion 
is concerned, 1955 was a notable year. Unemployment reached a 
post-war low figure, and employment, a peak. The pressure of 
unfilled vacancies caused wage rates to rise substantially and they 
were, on the average, some 7 per cent higher than in 1954. The 
index of production for the full year will probably show a 5-6 
per cent increase over the previous year and the gross domestic 
product an increase of 34 to 4 per cent. Imports were substantially 
higher, and therefore the total available resources must have risen 
by at least 44 per cent, about the same increase as occurred in 
1954. There has, however, been a change in the type of demand 
which has generated this increase. In 1954, it was the rapid and 
substantial increase in consumers’ demand which was the main 
cause of the increased output. Consumers’ expenditure continued 
to rise during 1955 but at a slower rate. The demand for textiles 
eased off, and the rapidly-expanding demand for durable con- 
sumer goods appears to have been checked by hire-purchase 
restrictions. Investment demand, on the other hand, forged ahead 
rapidly. The outstanding orders for machine tools for the home 
market showed a steady rise throughout the year and industrial 
building approvals were much higher than in any previous year. 
Exports were about 7 per cent greater than in 1954 and the 
claims of the central Government on the nation’s resources 
remained about the same.” Thus, the spurt in production which 
began in 1953 arose from a boom in the demand for consumer 
goods. This gathered momentum during 1954 but in 1955 gave 
place to an expansion in investment demand. Output per man in 
1955 did not keep pace with wages and although import prices 
remained fairly steady, internal costa (including prefits) rose 
steadily throughout the year. SE 
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Although the gap between imports and exports 
was smaller in the last quarter of the year than 
in the third quarter a surplus on balance of 
payments account is not now likely. But the 
deficit should be a small one, Had it not been 
necessary to import large quantities of coal and 
steel, the higher exports.in 1955 would have more 
than offset the additional raw materials required 
to sustain the current high level of industrial 
production. Sterling has shown a good recovery 
from the low point reached in September and the 
fall in the gold and dollar reserves appears to have 
come to an end. The December fall is, of course, 


due o the payments against the United States. 


and Canadian loans. At the end of the year there 
was good reason to think that the external situa- 
tion was under control and inflationary pressure 
at home was showing signs of easing, largely on 
account of the credit restrictions, the withdrawal of 
some hire-purchase restrictions, and the increase in 
purchase tax — measures designed to reduce home 
demand. The factor of greatest uncertainty at the 
time of writing is the reaction of both sides of 
industry to the large wage claims which have 
-recently been tabled. 

The picture which emerges as 1956 opens is 
one of a high level of activity in nearly every sector 
of the economy but with a strong possibility 
‘that consumer demand, particularly for durable 
goods, will become less insistent. It is not without 
significance that private cars can now be obtained 
much more quickly than for months past. If 
home demand shows signs of easing, export 
outlets will be sought more eagerly. As yet, 
investment demand shows no signs of flagging. 
There are many good reasons why it should 
continue at a high level; higher industrial pro- 
ductivity tends to follow closely on spurts in in- 
-dustrial investment. During the second half of 
x956 the country should be deriving direct 
benefit, by way of increased output, from the 
upturn in capital investment,which began towards 
the end of 1954. ` s 

The ‘credit squeeze’ has had little effect on 
investment plans but it can be expected to prevent 
an over-large degree of stock building. The 
indications are that the ‘squeeze’ will continue for 
some months yet. Its effect on restraining stock 
building will be .reinforced if import prices 
' remain fairly steady, as they have done over the 

- last few months. 
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There is no doubt that the Government is very - 
worried about the effect on our competitive power 
of granting large wage claims, a view which 1s 
probably shared by responsible trade union 
opinion. It is believed that a White Paper is in 
preparation for publication in February which will 
discuss costs, prices and wages. If British costs. 
do not arise to a greater extent than those of our 
principal competitors, then export prospects for 
19 56 are fairly good since the level. of world trade 
is rising rapidly. S : 

Coal is likely to provide as heavy a charge onthe ` 
balance of payments in 1956. Steel output is 
rising rapidly and imports may begin to fall off 
in the latter part of the year but it may be necessary 
to import as much steel during 1956 as in 1955. 
The whole question of steel imports is under 
review, however. Inflationary pressure can be 
expected to ease as the demand for consumer 
goods falls. Industrial production may not rise 
to quite the same extent as in 1955 but is likely 
to be more concentrated on the output of capital 
goods. 

House building seems to have levelled off 
at a rate of 310,000 houses a year, a growing 
percentage of which are for private customers. 
Industrial building should make good headway ` 
following the large increase in the number ‘of 
factories ‘approved’ in 1955 and some increase 
in the number on which building had com- 
menced. 

_ If these forecasts are achieved then the palice 
of payments position will improve steadily, 
though not spectacularly, and the year as a whole 
should provide a small favourable balance. 
Personal consumption, in real terms, has in- 
creased by about 4 per cent a year for the last 
three years; it may not increase at this rate during 
1956 but it should be remembered that recent 
increases in personal consumption have been at a 
greater rate than increases in the gross national - 
product. Taken as a whole, prospects are by no 
means unpromising. 

It is not expected that the changes at the 
Treasury will materially affect current economic 
policies since these have met with considerable’ 
success during the past four years. The public 
has its part to play, however. Reasonable restraint 
in wage and salary claims, a higher rate of savings - 
and a moderation in the demand for durable 


` consumer goods, could help materially. 
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THE FINANCE (NO. 2) ACT, 1955 


HE Finance (No. 2) Act, 1955, received 

the Royal Assent on December aist, 

1955, with the result that the year 1955, 
like the year 1947, has had the unenviable 
distinction of seeing the arrival on the statite 
book of two successive Finance Acts immediately 
before two successive bank holidays. It is to be 
hoped that Governments will not make a habit 
of having second thoughts so soon after the 
ordinary Budget. Our system of incorporating 
all fiscal changes in one annual Act is the envy 
of other countries, and only some really grave 
emergency should be allowed to interfere with 
1t. 

It is a consoling thought that the new Act is 
not excessively long, and that what few changes 
were introduced during its course through the 
House of Commons were nearly all in the direc- 
tion of improving the original drafting. The 
Government’s further change of mind on the 
advisability of taxing shopping bags, brooms 
and brushes, caused some regrettable dislocation 
of trade, but the uncertainties are now ended, 
.at any rate for the moment, and the customary 
pre-Budget reticence of Treasury ministers has 
been resumed, Nevertheless, there is power to 
make further purchase tax changes by order, 


and such changes may precede the next Budget. ` 


Although the new Act has been generally 
unpopular, even where its necessity has been 
conceded, one change made by it has been 
almost universally welcomed. Section 1 (1) 
provides that Section o of the Finance Act, 1952, 
shall cease to have effect. This is the section, of 
prodigious length and supplemented by an even 
longer Fourth Schedule, which implemented the 
recommendations of the Douglas Committee, 
compendiously known as the ‘D’ schemes. The 
committee was set up in July 1951 to 

‘review the present system of purchase tax 

affecting those classes of goods a which the 

utility schemes operate... .’ 
The problem at that time arose from the fact 
that if an article was within one of the utility 
schemes, it attracted no tax at all; if it fell outside 
“the schemes, it attracted tax on the full value. 

The committee arrived at the @onclusion that 
the simplest way in which the cheaper goods 


could be relieved of tax without creating dis- 
proportionate jumps in price was by charging 
tax only on the excess of the value of the article 
over an arbitrary tax-free limit. It also recom 
mended that the then exemption of utility goods 
as such should be replaced by a general system 
of deductions from wholesale value applying to 
utility and non-utility goods alike. ‘This apparently 
simple scheme was adopted almost at once, 
although it involved a copious amount of legisla- 
tion, including the fixing of ‘D’ amounts for an 
enormous number of individual articles of 
clothing, soft furnishings, and domestic furniture. 
The Finance Act, 1952, was perhaps unique 
among Acts of Parliament im containing® a 
detailed list of every conceivable kind of garment 
which may be worn on the person. Mr BUTLER 
has now cut the Gordian knot by abolishing the 
whole scheme and introducing specially low ` 
rates of tax, of 5 per cent and 10 per cent, for 
most of the goods formerly within it. This means 
that cheaper articles bear more tax than formerly, 
while expensive articles benefit. ‘This, however, 
is only in relation to the scheme as previously 
operating. Taking the new scheme by itself, 
the tax: still varies directly with the wholesale 
value of each particular article. 

The new flat rates of tax for articles formerly 
within the ‘D’ schemes are imposed by Section 
1 (2) and Part I of the First Schedule to the Act. 
The alterations are extremely detailed. Broadly 
speaking, headgear is charged at ro per cent, 
while all other garments are charged at 5 per cent. 
Babies’ hats and gloves are exempt, but garments 
of fur and the like are still charged at the highest 
rate. Fabrics and materials are charged at ro 
per cent and domestic furniture at 5 per cent, 
fur and the like remaining at the highest rate. 

Section 1 (2) and Perel of the First Schedule 
make alterations in the rates applicable to 
particular goods independently of the abandon- 
ment of the ‘D’ schemes. This represents the - 


part of the attack on inflation which consists in 


bringing within the scope of purchase tax a wide 
range of articles of a somewhat humble character 
with the object of mopping up “purchasing power . 


eover a very wide secvion* of the coriimunity., 


Paragraph g of Part IJ terminates the exemption i 
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enjoyed by: vessels designed for use primarily as 
containers for food or drink; serving trays; bread 
boards; bowls, jugs and ewers; baths and wash- 
tubs; wash-boards, ironing boards, clothes airers; 
clothes props, lines and pegs; pot scourers and 
steel wool; dustbins, buckets and pails; pedal- 
operated sanitary bins; coal hods and scuttles. 

Paragraph o as originally drafted, also ter- 
minated the exemption accorded to household 
brushes, brooms and mops, but the CHANCELLOR 
bowed to the storm of protest which this brought 
forth. Instead of deleting this provision, a 
proviso was added which in effect re-conferred 
the exemption as from December 2nd, 1955. 
This was done no doubt in order to obviate 
claims for refund of tax paid in the few weeks 
when it was exigible. Paragraph om effect also 
retiuces the rate of tax on cut-glass. 

Paragraph ro brings about a complicated 
reshuffing of Group 12 of the purchase tax 
schedule, which taxes domestic cooking, heating 
and refrigerating appliances. One result is to 
withdraw exemption (or exclusion) from: electric 
kettles and other cooking utensils incorporating 
heating elements; smoothing irons and pressing 
irons; interval timers; kitchen scales and 
weights, kitchen weighing machines; hand- 
operated wringers and mangles. ` 

These articles are charged at the lowest of the 
three main rates, even where operated by elec- 
tricity or gas. At the same time, heating appliances 
operated by gas or electricity which does not 
come from mains have now lost their exemption 
and pay the same rate as if the gas or electricity 
did come from mains. 

Paragraph 11 achieves the somewhat limited 
objective of subjecting shopping bags and baskets 
to the lowest rate of purchase tax for the period 
October 27th to November 28th. Here again the 
proposal to withdraw the exemption permanently 
was dropped in view of the criticism which it 
aroused. Paragraph 12 tgansfers picture and 
photograph frames from Group 11 to Group 25, 
and appears to transfer vases from Group 25 to 
- Group 11. Paragraph 13 abolishes groups 27 
and 28, which taxed articles of gold, silver and 
other precious metals, articles of ivory, amber, 
jet, coral, tortoise-shell, jade, and other semi- 
precious stones, dnd articles of mother-of-pearl. 
At the Same time, ‘paragraph 13 enlarges the, 
 “3cOpe of Group 26, which taxes ‘jewellery’. 
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Section 1, having thus thoroughly rescrambled 


the purchase tax schedule, then proceeds, by , 


subsection (3), to increase all three main rates of 
tax by a fifth; from 25 per cent, 50 per cent and 
75 per cent, to 30 per cent, 60 per cent, and go 
per cent respectively. This very brief provision 
has, of course, a much greater effect on total 
yield than the voluminous provisions which 
precede it. Subsection (4) preserves the power 
of the Treasury to make orders under Section 21 
of the Finance Act, 1948, while subsection (4) 
directs that the section has effect as from October 
27th, 1955, Le, from the date of the Budget. 

Section 1 constitutes the whole of Part I of the 
Act. Part II, consisting of three sections and two 
lengthy schedules, deals with the income tax and 
profits tax changes. Section 2 increases the rate 
of profits tax from 224 per cent to 274 per cent, 
with a corresponding increase in the non- 
distribution relief from 20 per cent to 25 per cent. 
This, too, is aimed at the growing threat of 
inflation and is intended to inhibit the raising of 
dividends. Section 3 enlarges the scope of the 
special relief for Lloyd’s underwriters, while 
Section 4 deals with dividend stripping. The 
provisions of Part II have all been dealt with in 
detail in earlier issues. 

During the course of the third reading of the 
Bill in the House of Commons, which took place 
on December 13th, Mr BUTLER replied to 
criticisms of his failure to introduce legislation 
against dividend stripping last April. He said he 
had consulted the Inland Revenue who bad said 
that the scope of the practice and the extent of 
the loss of revenue which it caused was not 
realized until the May returns of repayment 
claims made by companies. He himself had not 
heard about it until after the general election. 
As to the precise extent of the loss, he thought 
the only safe figure was {4 million. A figure 
of £7 million could only be got by including the 
surtax which might have been paid had the 
companies concerned remained in the original 
hands; but that could not be calculated. 

Opening the debate, the FINANCIAL SECRETARY 
made it clear that the increase in the rate of 
profits tax did not in any way prejudice the free 
and impartial consideration of the recom- 
mendation of a flat rate of tax by the Royal 
Commission. Such a change could not be made 
im an emergency Budget. 
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A CONTRACTOR’S ACCOUNTS 


CONTRIBUTED 


system of integrated cost and financial 

accounts, but one seldom hears a definition 
of this term or, indeed, any good reason advanced 
as to why this form of accounts should par- 
ticularly suit one business more than another. 

As to definition, it may be said that integration 
involves an ‘incision’ being made in the con- 
ventional financial double entry system so that 
the cost accounts can become part thereof and 
_ show, at the point where money is spent, the 
exact use to which it has been put. Thus, in 
simplest form, the nominal accounts for ‘wages’ 
and ‘purchases’ will become control accounts 
and although debited as usual in respect of ex- 
‘penditure on these items, they will then be 
credited to the debit of accounts arranged to 
show, as required, details of work performed or 
other practical uses in terms of money. A ‘nil’ 
balance on the former account will indicate that 
all wages paid have been accounted for, whilst 
the balance on the latter will represent the value 
at cost of items that have not been used and 
should, therefore, be found in stock. In similar 
fashion, the conventional ‘sales’ account will 
disappear or become a control account, so that 
when a customer is debited with the value of an 
invoice sent to him, the corresponding credit 
will be to the account for the work or department 
responsible. 

The reason a contractor usually favours a 
system of integral accounts is probably to be 
found in the great importance to him of the 
individual contract as a unit of finance as well as 
of work. Both technical and office staff and 
equipment must be sent to the site of a large 
contract, which then becomes the source of 
wages payment, material storage and usage, and 
of potential losses beyond those likely im a static 
factory. Whilst, therefore, there 1s a good deal to 
be said for integrated accounts in any business, 
the arguments against are less impressive to the 
contractor since the emphasis on contract sites 
. renders of less importance the overall figures 


[s is widely accepted that a contractor uses a 


provided by a conventional financial accounting . 


system. 

Allocation and Apportionment 
It follows that a separate cost ledger account 
must be opened for each contract, so that 
expenditure items can be identified therewith 
and shown under suitable sub-headings for 


purposes of control or comparison with estimates. 
How this sub-division will be achieved, once the 
required headings have been decided upon, will 
depend largely upon the degree of mechanization 
of accounts; if handwritten ledgers are in use, 
analysis of posted totals in parallel columns will 
provide much useful information at a glance, 
whilst otherwise a classification code must be 
provided and interpretation arranged by means 
of periodical summaries or tabulations. 

It is in the analysis of the payroll and identifi- 
cation of material usage and direct charges with 
contracts that the vital costing work will arise. 
Where the whole pay is carried out on site the 
wages aspect of the matter is simplified, as copies 
of the pay-sheets will be sent to the main office to 
account for money advanced, but in other cases 
time-sheets will need to be sent on a day-to-day 
basis to be used for the dual purpose of computing 
the pay of the individual and apportioning the 
wages charge to the contract. 

Although it is an accepted principle in the 
industry that wages are paid on Thursday for 
work up to the previous Sunday night, there is 
little time to lose where men are working on 
sites separated by many miles from the main 
office. It will be noted that a man taken on on a 
Monday will not be due for a pay packet until 
the following Thursday week, a fact that makes 
some form of wages advance system almost 
essential, and introduces administrative compli- 
cations where much of the labour employed is of 
a casual nature. When all the data relating to 
the pay week has been collected in the cost office, 
an abstract is prepared agreeing in total with the 
payroll, and providing the origin of the credit 
to wages control account and debits to contract 
or departmental accounts. 


Materials 


If thé wages element is the largest single item 
of cost, it is quite likefy to account for as much as 
one-third of prime cost; the question of charging 
correctly to*cost materials from stock presents no 
less a problem to the accountant. All issues will, 
of course, be made against tickets which must 
afterwards be collected — possibly from widely 
separated depots — for pricing and summarizing 
so that the accounts of contracts or using depart- 


ements can be debited and stores accounts 


credited. The degree of decentralization of stores. 
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recording will depend upon the circumstances 
and the scale of operations, but the accountant 
will be particularly interested in the method of 
pricing adopted. 

Probably the most convenient method is an 
average price based on the total cost of items in 
gtock divided by the number of units, and this 
can be used where, for example, there is a single 
point of issue and the commodity is uniform — 
such as granite chippings. This method is also 
satisfactory where there are cartage and, say, 
bagging costs as well as that of the material, the 
average giving an inclusive price. Items delivered 
direct to site will not present difficulties of pricing, 
since they will be charged direct to the contract 
account, but there may be delays in getting the. 
invoice at the chief office certified for payment 
and ready for inclusion in the accounts. 


° Depots 
Every contractor requires at least one depot or 
yard, and by their nature such places are a 
potential source of waste. Conditions often do not 
lend themselves to accurate and tidy book- 
keeping, whilst the nature and storage methods 
appropriate to a contractor’s goods are far from 
those of a modern factory. For this reason the 
accountant needs to keep in close touch with 


depot staff and although some self-contained, 


simple, and easily verified record of stocks, stock 
movements, and haulage details will be necessary 
on the spot, it seems preferable to keep the main 
accounting records centralized. 

Besides storage of plant, stores, and materials, 
it is usually the function of the depot to carry out 
jobbing work for contracts, make up special tools as 
required, and clean and maintain plant and tools 
ready for issue, as well as to act as a pool for key 
labour for whom there may temporarily be no 
outside work. The cost of all these activities must 
be carefully and separately watched if waste is to 
be avoided and the depot is to pay for itself. This 
means a separate cost account for each, kept in 
analytical form so that any undue increase in any 
element of cost can be traced to its source. 

To cater for the large enumber of separate 
accounts required, a numefical coding system is 
to be recommended, with standing numbers for 
depot and other permanent account8, and pro- 
gressive numbers for the contracts. It must not be 
lost sight of that each account represents some 
practical and significant part of the business; the 
system can be kept in balance and prevented from 
. becoming unwieldy by means of suitable control 


_ or total Accounts, one, fot example, in each of thee 


Cofitracts, depots, stock, bought, and sold ledgers. 
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-Plant and Machinery 


It may well be said that a contractor’s industrial — 
and even his financial — strength, can be measured 
by the condition and value of his plant and 
machinery. As a result of this the accountant is 
interested in the maintenance of records showing 
not only monetary cost but also specifications, 
movements, repairs, and theoretical mcomes 
derived from running details. Thus we shall 
expect to find a machinery ledger with a control 
account for each machine, showing its repair 
and maintenance costs set against its income. 
Income in this connection is the amount ob- 
tained for the machine if it is sent out on hire, or a 
theoretical charge on a similar basis to the con-. 
tractor’s own contracts for machinery used. 
thereon. The amount of the latter charge may be 
arrived at from a suitable formula taking into 
account repairs experience for the particular 
type of machine,. depreciation over an estimated 
useful life, and an allowance for administrative 
costs. 

The charge will be applied in accordance with 
the number of hours of use derived from site 
log-sheets, and the figures obtainable at the end of 
an accounting period. of the total machine 
expenses and incomes will repay careful study. 
Owing to the mobility of modern plant, the 
machine-hour method is widely used although 
the text-book method of debiting the value of 
plant to a contract account at cost and crediting. 
it at revaluation when it leaves, is useful for 
static plant and contracts of long duration —_ 
especially those abroad or where there is an 
agreement with the customer as to plant purchase. 


Small Plant and Tools 

In its widest sense, the term ‘plant’ may be 
taken to mean all the contractor’s equipment, 
including machinery on the one hand and small 
tools on the other, but there is a more restricted 
use which eliminates these items and refers only 
to equipment too large to be called ‘tools’, and 
outside the machinery class on the grounds of 
having no self-motive power. Be that as it may, 
the class of items comprising tools and the smaller 
items of plant present a particular problem to 
the accountant, partly due to the high risk of 
loss and partly because of the impracticability of 
distinguishing one similar piece from another. 

The cost of cleaning, storing and maintaining 
plant and tools may be considerable, and this, 
together with an allowance for depreciation and ` 
the loss factor, must be added to contract costs if 
a large deficitin this respect is to be avoided 
at the end of a trading period. Various means 
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suggest themselves of making such a charge to 
contract accounts, and the -choice of method 
will be decided largely by practical considera- 
tions, such as the extent to which individual 
items or sets can be traced to and from contracts, 
or whether they are continuously moving round 
jobs and depots. In the latter case the most 
suitable method is probably by a percentage on 
value, charged by the week, but it is advisable to 
open a plant and tools account for each contract 
so that losses can be investigated where they 
occur ahd, if not explained, charged in full to 
the contract in substitution for the usage charge. 


Stock-taking 
A thought on the heterogeneous nature of a 
contractor's machinery, plant and tools and 
materials, and their probable dispersal at any 
given date, will convince any accountant of the 
magnitude and intricacy of the stock-taking 
operation for balance sheet purposes. There is 


MISFEASANCE 
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nothing in a contractor’s business to vitiate the 
normal accountancy principles as to physical 


‘count and pricing, but in making a plan it must 


be borne in mind that similar items will have been 
purchased from widely different sources at 
different prices; that it will be difficult to ensure 
uniformity of description; and that physical 
verification will seldom be possible at a later date. 
Losses that may not be undue in consideration of 
the movement of equipment and other conditions 
may seem high in relation to a more static 
business, but this merely adds to the importance 
of stock records and values. 

Much more than a short article could be written 
on the subject of a contractor’s accounts, but 
‘sufficient has been said to stress that this is 
essentially a practical matter where co-operation 
between financial and technical men is vital, and 
where the accountant must reach out and take an 
interest in many matters beyond mere accounting 
in pounds, shillings, and pence. 


PROCEEDINGS 


by SPENCER G. MAURICE 


The subject of misfeasance proceedings, for which provision is made in Section 333 

of the Companies Act, 1948, is of twofold interest to the accountancy profession. 

More particularly it ts of interest because the liquidator should, in the winding-up 

of a company, consider whether it is his daty to institute misfeasance proceedings 

against delinquent officers of the company: buat the liquidator may himself be a 

defendant in such proceedings, if he does something which involves the company 
in loss. 


WO recent cases! have drawn attention 

to the limitations of Section 333, of the 

Companies Act, 1948, which has the side- 
note, ‘Power of Court to assess damages against 
delinquent directors, etc.’, and subsection (1) of 
which provides as follows: 

‘If in the course of winding-up a company it 
appears that any person who has taken part in 
the formation or promotion of the company, or 
any past or present director, manager or liquidator, 
or any officer of the company, has misapplied or 
retained or become liable or accountable for 
any money or property of the company, or been 
guilty of any misfeasance or breach of trust in 
relation to the company, the Court may, on the 
application of the official receiver, or of the liquida- 
tor, or of any creditor or contributory, examine into 
the conduct of the promoter, director, manager, 
liquidator or officer, and compel him to repay or 
restore the money or property or any part thereof 
respectively with interest at such rate as the Court 
thinks just, or to contribute such sum to the assets 
of the company by way of compensation in respect 


1In re Lewis & Smart Ltd ([1954] 2 Al E.R. 19); In re e *Bank: Davies’ Case ((1880), 45 


B. Johnson & Co (Builders) Ltd ([1955] 2 All E.R. 775). 


of the misapplication, retainer, misfeasance or 

breach of trust as the Court thinks just.’ 

The section has application to every mode of 
winding-up of a company registered under the 
Act, and also to the winding-up by the Court of an 
unregistered company? and of an industrial and 
provident society.? Its provisions have effect 
notwithstanding that the offence is one for which 
the offender may be criminally liable (subsection 
(2)), and when in the case of a winding-up in 
England (which includes Wales) an order for 
payment of money is made thereunder that order 
is deemed to be a final judgment within the 
meaning of the Bankguptcy Act, 1914, Section 1 
(1) (g) (subsection (3)). 


THe Nature of the Proceedings 

Section 333 is the descendant of Section 165 of 
the Companies Act, 1862, though it is in wider 
terms: -but by providing by statute for the 
maintenance of misfeasance proceedings the 
* Companies Act, 1948, Section 399; In re Cargiff Savings 
h.D. 537). } 
In re Ferndale Co-operative Society ({1894] Op. 828. - 
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Legislature did not create any right or impose 
any liability which did not otherwise exist. 
Referring to Section 165 of the Act of 1862, Lord 
Macnaghten said:+ 
‘.. . [It] creates no new offence, and... it gives 
no new rights, but only provides a summary and 
efficient remedy in respect of rights which apart 
* from [the] section might have been vindicated 
either at law or in equity.’ 
There is no such distinct wrongful act known to 
the law as misfeasance, and the section is an 
entirely procedural one. If the procedure of the 
section is not open against any person who is 
within the section, the claimant may proceed by 
ordinary action, but there seems to be this 
procedural difference between an ordinary action 
and proceedings under the section, namely, that 
in the former case the person charged might, in a 
proper case, bring in athird party whom he sought 
to. make responsible, whereas in the latter no 
such third-party procedure appears to be avail- 
able.? 
Limitations on the Procedure 
The limited application of one of the section’s 
predecessors, Section 215 of the Companies 
(Consolidation) Act, 1908 (from which it does not 
materially differ), was considered at length by 
Maugham, J., (as he then was)? His lordship, 
having observed that the section did not apply in 
every case in which a company in liquidation had 
or had had a right of action against an officer of 
the company, supported his view by reference to 
the wording of the section, which he found un- 
necessarily detailed if the intention was to give 
a right to summary relief under the section in 


every case, and by a review of earlier judicial - 


pronouncements on the meaning of ‘misfeasance’ 

and the outcome of the summary procedure. He 

concluded that the section 
‘.. . is not applicable to all cases in which the 
company has a right of action against an officer of 
the company. It is limited to cases where there has 
been something in the nature of a breach of duty 
by an officer of the company as such which has 
caused pecuniary loss to the company. Breach of 
duty of course would include a misfeasance or a 
breach of trust in the strfcter sense, and the section 
will apply to a true case of thisapplication of money 
or property of the company, or a case where there 
has been retention of money or property which the 
officer was bound to have paid or returned to the 
company.’ 

S EE v. Fenn ((1887), 12 App. Cas. 652, 

se Sir Raymond Evershed, M.R., pointed out in Jn re 

B. Johnson & Co (Builders), Ltd. 

3 In re Etic Ltd ((1928] Ch. 861). 

Ka 1928] Ch. 875. 
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A simple case of negligence at common law will 
not be within Section 333: though any breach of 
duty which results in a misapplication of the com- 
pany’s property will be within it. 

The distinction between a misfeasance ad a 
preach of trust is thus summarized:§ 


. The term “breach of trust” [is] generally 
ine to some misapplication of the funds of the 
company, and the term ‘‘misfeasance” to other 
breaches of duty which [do] not involve such 
misapplication. For instance, to apply the funds of 
the company to ultra vires purposes, or to pay divid- 
ends out of capital, is a breach of trust; to allot 
shares knowingly to an infant, or to take a bribe; 
to give a creditor a fraudulent preference, or to 
commit a breach of the articles resulting in loss to 
the company — these are acts of misfeasance.’ 


No Further Limitation in the Procedure 


It was at one time thought that misfeasance 
proceedings were limited to cases which were 
straightforward and did not involve the deter- 
mination of any point of law,’ but this view was 
disapproved by the Court of Appeal in Chan- 
cery,® and it seems that the only limitations on 
resort to this procedure are those referred to by 
Maugham, IR Furthermore, it may be used to 
enforce rights which only come into existence 
on winding-up, as, for example, the right to call 
upon a ‘P’ list contributory./° On the other hand, 
misfeasance proceedings come to an end on the 
dissolution of the company and cannot be 
revived. !! 

The jurisdiction of the Court is discretionary, 
as the language of the section makes clear, and 
accordingly it may exercise its discretion in 
favour of an officer of the- company though 
it can only be called upon to do so in very 
exceptional circumstances.!* In this connectign 


5 In re B. Johnson & Co (Builders) Lid, per Sir Raymond 
Evershed, MR. considering the passage from Maugham, J.’s, 
judgment cited. 


t By the learned editor of Palmer’s Company Law (19th 
edition, pages 190, 191). 

7 In re Royal Hotel Company of Great Yarmouth ((1867), 
L.R. 4 Eq. 244). 

8 In re Mercantile Trading Company: Stringer’s Case 
((1869), L.R. 4 Ch. App. 475). 

S In In re Etic Ltd. 

19 Section 212; Webb v. Whiffin ((1872), L.R. 5 H.L. 711; 
In re National Funds Assurance Company ((1878), 10 Ch.D. 
118, 125, per Sir George Jessel, M.R.). 

11 In re Lewis & Smart Lid. See further infra. 


1t As Maugham, J., observed in In re Home and Colonial 
Insurance Co Ltd ([1930] 1 Ch. 102). In that case his lordship 


found it proper to exercise his discretion in favour of a 


liquidator (who, im a voluntary winding-up, had negligently 
admitted a claim against the company), by ordering that he 
should contribute only a part of the eum lost. 


¥ 
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Section 448, which empowers the Court to grant 


relief in certain cases, appears relevant, as provid- ` 


ing a guide to the cases where the Court should 
exercise its discretion under Section 333: though 
it does not necessarily cut down that discretion, 
which is apparently very wide. 


Civil Proceedings 


Proceedings under Section 333 are civil proceed- 


ings,* jn contrast to the criminal proceedings 
against delinquent officers and members provided 
for by Section 334. The civil nature of the pro- 
ceedings is reflected in the fact that they can only 
be instituted by a person who has a pecuniary 
interest; that is to say, someone who will reap 
advantage from any swelling of the company’s 
assets which results from a successful action. 
This is clear from dicta of Lord Herschell and 
Lord Macnaghten.? Lord Herschell made it clear 
that he did not consider that a person who was 
not a creditor and had no other pecuniary interest 
in the company could carry on misfeasance 
proceedings: thus a fully-paid shareholder in a 
company which was insolvent and would continue 


to be so even if the proceedings succeeded was not 


entitled to sue, because he could hope for no 
pecuniary gain. His lordship continued: 


... I cannot think that it was the intention of this 
section, or that it was contemplated by the Legisla- 
ture, that a contributory who could have no possible 
interest in the result of the application and could 
obtain no benefit whatsoever as a contributory — 
even if to the fullest extent to which the claim was 
advanced it proved good — should have a right to 
apply’ under this section.’® 


He went on to point out that, although no sort 





1 Proceedings under Section 333 may be started either in the 
High Court or the County Court (Section ae and may be 
transferred from one Court to another Court (Section 219). 

The detailed procedure on application is to be found in rules 
68, 69 and 71 of the Companies (Winding-up) Rules, 1949. In 
Inre W. Powell & Sons ({1896] 1 Ch E8, Romer, A made it 
clear that if the official receiver in the liquidation institutes 
misfeasance proceedings the Court can, in a proper case, 
order him to pay the costs personally. Vaugham Williams, 
J., in In re Anglo-Sardinian Antimony Co ([1894] 38 Sol. Jo. 

682), pointed out that the official receiver should not, where 
he is indemnified against costs, allow proceedings to be 
brought unless he is satisfied of their propriety. The 
defendant in misfeasance proceedings cannot set-off against 
the |amount claimed a claim which he had against the 
company. ‘This was accepted by Maugham, J., in In re Etic, 
Ltd, as having been the law since the case of In re Anglo- 
French Co-operative Society, ex parte Pelly ((1882), 21 
Ch.D. 492). 


3 In ‘Cavendish-Bentinck v. Fenn. e 
8 (1887), 12 App. Cas. 665. 
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of limitation was placed on the meaning of 
‘contributory’ in the relevant section, this was 


_also the case in regard to the use of the term in the 


section authorizing a contributory to petition for 
winding-up (see now, Section 224 of the Act of 
1948), but that it had been decided that a fully- 


_ paid shareholder was not in fact entitled to invoke 


the assistance of the Court in winding-up the 
company if he had no real interest in it. 
Lord Macnaghten echoed Lord Herschell’s 


words when he said: 


‘Apparently it has not been judicially determined 
that the applicant is bound to show that he is 
interested in the result of the application, but I 
think it must be so. I cannot think that Parliament 
intended that a person who happens to come under 
the description of a creditor or a contributory may 
take upon himself the functions of a public 
prosecutor in a matter with which he has really 
no concern.”4 


Lord Macnaghten’s reference to a creditor points 
to the fact that an ordinary creditor—and, a 
fortiori, a deferred creditor — could not proceed 
under the section if it was clear that, in spite of 
the proceedings, no assets would remain after 
the payment of preferred creditors. It follows, 
therefore, that the words in the section relating. 
to the persons who may proceed thereunder 
should be qualified so as to include only the 
official receiver, the liquidator, or any creditor or 
contributory entitled to share in the assets. 


Against whom Misfeasance Proceedings may 
be taken 


When. considering who are potential defendants 
to proceedings under Section 333, it is convenient- 
to refer first to the definition in Section 455 of an. 
‘officer’ of the company, and it will be found that 
the term includes a director, manager, or 
secretary. Directors and managers are specifically 
referred to in Section 333, so that the effect to 
Section 455 is merely to bring in the secretary as 
a person against whom the special procedure of 
Section 333 may be ,cmployed. Reference to 
judicial decisions ševeal that the Courts, in 
considering who for this purpose are ‘officers’ i 
have attached to that term a wider definition than 
that of Section 455. 

Whether or not an auditor is in this context 
an ‘officer’ depends upon whether he is a person 
in the permanent employment of the company, 
in which case be falls within the ambit of that- 
ae ee EEEE L 


t (1887), 12 App. Cas. 669. — 


ze 
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term, or whether he is merely called in from time 
to time to carry out an audit, in which case he is 
not.! A solicitor may be an ‘officer’ if he is 
engaged as legal adviser at a fixed salary,? 
though in the ordinary course of events, where he 
is paid fees for the actual work which he does, 

he is not.3 A person with a duty to invest moneys 
of the company and to hold the investments may 
be proceeded against under the misfeasance 
provisions. A promoter may be liable; and the 
fact that a promoter does not subsequently 
become an officer of the company is immaterial.” 


Persons outside the Section 


On the other hand it has been decided that 
neither trustees, nor trustees of a debenture 
trust deed,’ nor the company’s banker,’ nor 
an expert called in to investigate and report on 
the management of the company.® nor the editor 
or chief reporter of a newspaper’ come within 
the term ‘officer’. Nor is it possible to proceed 
under Section 333 against a receiver and manager, 
because his duty lies, not towards the company 
or its creditors or contributories, but towards 
the mortgagee by whom he is appointed: he is 
not a ‘manager’ within Section 333, nor an ‘officer’ 
within Section 455.12 

While the liability of directors (including past 
directors) in their lifetime is clear, and the 
survivors of several directors are liable,! it is 
not so clear whether proceedings under the section 


1 The Court of Appeal in In re Kingston Cotton Mills 
Company (No. 2) ([1896] 2 Ch. 279), held that auditors 
were officers, though not, on the facts of the case, liable for 
misfeasance: Cf. In re Western Counties Steam Bakeries and 
Milling Company ([1897] 1 Ch. 617), where the Court of 
Appeal held that auditors were not officers because there 
was no office which either de jure or de facto they filled. 


Sin re Liberator Permanent Benefit Building Society ([1894] 
41 L.T. 406), Court of Appeal. 


3 In re Great Western Forest of Dean Coal Consumers 
Company: Carter's Case ((1886), 31 Ch.D. 496), Pearson, J. 


4 In re British Guardian Life Assurance Company (1880, 
W.N. 63). 


5 In re Sale Hotel and Botanical Gardens Company, 
ex parte Hesketh ([1898] 78 L.T. 368), Court of Appeal. 


ë Cornell o Hay; Same v. Massey; Same o Torrens ((1873), 
L.R. 8 C.P. 328). 


T Astley v. New Tivoli Ltd ([1899]_1 Ch. rer, 154). 

3 In re Imperial Land Compay. of Marseilles; In re National 
Bank ((1870), L.R. 10 Eq. 298). 

° Opanshaw v. Fletcher ([1916] 32 T.L.R. 372). 

10 Murray v. ‘The Northern Whig’, Ltd ([1911] 46 LL. T. 77). 
1 In re B. Johnson & Co (Builders) Ltd. 


13 a re Brittsh’ Guardian Life Assurance Company Ge 
-D. 335). 


THE ACCOUNTANT 


January 7th, 1956 


will lie against the executors of a deceased 
director. It has been held that they will not, but 
the law may have been changed by the effect of 
Section 1 of the Law Reform (Miscellaneous 
Provisions) Act, 1934, which provides that on 
the death of any person certain causes of action 
subsisting against him survive against his estate. 

It is submitted in the absence of express words 


in Section 333 making personal representatives, 


liable, amd remembering that the section is 
procedural, that it is unlikely that proceedings 
against personal representatives brought under 
the section would succeed. It is thought that this 
view is supported by the fact that it appears from 
the cases referred to above that a person can only 
be proceeded against under Section 333 if he 
fills an office under the company. But it would, 
prima facie, be open to an interested party to 
proceed by means of an ordinary action against 
the personal representatives of a deceased officer. 


Abatement of Misfeasance Proceedings 


As has been pointed out above, misfeasance 
proceedings have as their aim the swelling of the 
assets of the company. If, therefore, the company 
is deemed, under Section 300 (4), to be dissolved 
on the completion of winding-up, the proceed- 
ings, if not already concluded, abate, and they 
are not revived by reason that the dissolution of 
the company is subsequently declared void by an 
order under Section 352 (1).14 

What would be the effect on misfeasance pro- 
ceedings of the restoration to the register under 
subsection (6) of Section 353 of a company struck 
off as a defunct company under subsection (5) 
of that section seems never to have been decided, 
but the distinction between Section 352 and 
Section 353 is clear, and it seems, in view of the 
wide powers given to the Court by subsection (6) 
of Section 353, to give such directions and make 
such provisions as seem just for placing the 
company and all other persons in the same 
position as nearly as may be as if the name of the 
company had not been struck off, that the result 
of an order under that subsection may be as if 
the company had never been struck off under 
subsection (5), so that misfeasance proceedings 
which abated on striking-off are revived. 


13 In re British Guardian Life Assurance Company. 


u In re Lewis & Smart Ltd, Wynn-Parry, J., applying 
Morris v. Harris ([1927] A.C. 252). 

18 See Morris v. Harris per Lord Blanesborough, who con- 
sidered Sections 223 and 242 of the Companies (Con- 


eolidation) Act, 1908, the ere a cata of 
Section 352 and 353. 
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LIFE-TENANT’S IMPROVEMENTS 


BENEFIT OF INCOME TAX RELIEF 
By LAURENCE WEBLEY, LL.B. 


whether income tax relief recovered on 

money spent out of capital on improve- 
ments by the life-tenant should go to him or to the 
trustees: In re Pelly’s Will Trusts, Ransome v. 
Pelly ([1955] 3 All E.R. 483). Deciding in favour 
of the trustees, the judge said this was a problem 
which had not, apparently, been previously con- 
sidered by the Court. 

The facts of this particular case were, briefly, 
that by a will made in 1940 a freehold estate was 
settled upon a person for life — the life-tenant — 
without impeachment for waste with, in the result, 
a remainder to another person for life. The life- 
tenant had occupied and farmed the estate since 
1940 from the testator’s death. He carried out 
improvements falling within Section 73 of the 
Settled Land Act, 1925, the section which 
provides that capital money may be applied in 
payment of improvements comprised in the 
schedule to the Agricultural Holdings Act, 1923. 
The trustees asked the Court to determine 
“ether they were entitled to deduct money, 
repreenting income tax relief recoverable by the 
life-tena. out of the capital money applied 
for improvements under the Settled Land Act; 
the deduction being made on the assumption that 
capital money so applied would not be regarded 
under the Income Tax Acts either as the life- 
tenant’s income or as a trade receipt from his 
farming. 


RR sist the Chancery Court was asked 


In considering the matter, the judge armsake 


the problem in this way: Suppose the life-tenant 
desires that capital moneys should be expended on 
an improvement of such a nature that he will not 
have to re-pay the money so spent; after the pay- 
ment the life-tenant becomes entitled to make a 
maintenance claim which results in relief being 
given to him; is he accountable to the trustee$ for 
such part of the amount by which he benefits 
under the claim as is referable to the money spent 
on the improvement? 


Life-tenant as Trustee 


This question, continued his lordship, was not 
apparently covered by authority. However, it had 


. recently been pointed out in another case! that 


when a life-tenant gave a mandate to trustees 


1 In re Sutherland Settlement Trusts ({1953] Ch. 792). 


under another section, Section 75 of the Settled 
Land Act, which empowered life-tenants to 
direct trustees to apply capital in certain ways, the 
life-tenant, himself, was acting as trustee. Con- 
sequently, he must have regard not only to the 
interest of himself and his assign but to those of 
the remainderman. While the judgment in that 
case was not directly in point in this case it 
appeared to his lordship that the underlying 
principle ought to be applied. 

Once it was appreciated that under Section 107 
of the Settled Land Act a life-tenant was directed, 
on exercising any power under the Act, to have 
regard to the interests of all parties under the 
settlement and deemed to be in the position of 
their trustee, his lordship did not see how the life- 
tenant could consistently retain the benefit of 
the whole of the money spent on any improvement 
and the benefit of any related maintenance claim. 
If he did so he would, obviously, be retaining a 
profit. 


Obligation to Claim Relief 


Accordingly, his lordship declared that the life- 
tenant was accountable for any money paid or 
allowed on a maintenance claim to the extent to 
which the money so allowed was referable to the 
money expended on the improvement. His 
lordship added that it followed there was a 
definite obligation on the life-tenant to make the 
necessary maintenance claim whenever he was 


-entitled to do so under the Income Tax Acts. 


This ruling of the Court is of importance to 
those concerned with the administration and 
financial affairs of trust estates. It should also be 
noted, as a matter of practical interest, that as 
posed to the Court, the question was whether 
the trustees could deduct from the capital applied 
the relief which would be recoverable by the life- 
tenant. The order of the Court, however, declared 
that the life-tenant ought to pay to or account to 
the trustees for the income tax relief recovered or 
recoverable by him. ‘This would appear to be the 
more reasonable arrangement as a deductior, as 
it were, from the applied capital at source might 
well embarrass a life-tenant who could not nor- 
mally expect to receive the relief from the Inland 


, Revenue, to which he might be entitled, until a 


much later date. =? 


FE 8 THE ACCOUNTANT January 7th, 1956 
THE PRACTISING ACCOUNTANTS 
RELATIONSHIP TO MANAGEMENT 

ACCOUNTING 
‘ by R. G. LEACH, C.B.E., F.C.A. 


HE practising accountant enjoys today an 

enviable place in the commercial world. 

Protected by the laudable provisions of the 
Companies Act, he acts as auditor of the many 
limited companies in this country and by diligent 
devotion to the interests of the public he has success- 
fully contrived to audit the accounts of the great 
nationalized industries. The in- 
creasing complexity of taxation 
has added to his stature, and his 
advice is sought on the taxation 
aspect of countless business 
transactions. He is paid a modest 
reward for these services and 
could count himself a happy and 
independent man, were it not for 
the lack of consideration shown 
by successive Governments to 
the unquestioned need for pen- 
sion arrangements. 

But is this enough? There are 
many people who regard ac- 
countants as an industrious but 
unproductive race, as tickers of 
books and recorders of the past, 
and as an inescapable overhead. 
Rarely is the accountant regarded 
as contributing to national pro- 
ductivity. 

On the other hand, the more 
intelligent observer might be 
impressed by the many industrial 
concerns (including many of the 
largest companies in the country) 
whose principal executives are accountants — in 
contradistinction to the position in the U.S.A. where 
lawyers occupy this role—and he might rightly 
conclude that accountancy and management are not 
poles apart, but, in fact, co-related. 

My purpose is to discuss management accounting 
and to attempt to convince ous if you are not alteady 
of that mind — that management accounting should 
already be an important part of the professional 
accountant’s life and that it must be deyeloped and 
built up in stature as rapidly as possible. 


A paper delivered on November 18th, 1955, during the 
management accounting residential course of the Leeds, 
Bradford and District Society of Chartered Accountants. 
Two other papers were delivered: “The production of 
accounting data for management’, by W. W. Fea, B.A., 
A.c.A.; and e The effective use of management accounting’, 


I. T. Morrow, C.A., F.C.W.A:, A.T.I.I. They will be repro- e 


d in later issues. 





Mr R. G. Leach 


Definition of Management Accounting 

But first I must attempt to define management ac- 
counting in relation to the professional accountant. 
Management accounting may be described? as the 
application of accounting methods to the needs of 
management in order to ensure efficient and economi- 
cal control and direction of business. There are many 
aspects to consider, the more 
important of which I will list 
briefly: 

Cost Accounting. This is prob- 
ably the most widely known 
form of management accounting 
and its importance is recognized 
by the existence of a specialized 
professional Institute. The vital 
necessity of accurate costing can 
hardly be overstressed. It is 
perhaps not surprising that in 
the majority of cases where 
businesses run into trouble and a 
Receiver is appointed, it is found 
that a costing system is either 
non-existent or unreliable. In 
fact, it is often necessary to set 
up some form of costing as a 
first step, since to carry on 
business without, is more peril- 
ous for a Receiver than for any- 
one else. . á 

Material control. ‘This is 
closely related to cost accounting 
and is obviously of great im- 
portance. Inefficient stores con- 
trol, wastage of material and indifferent buying still 
persist in many businesses. I met a case recently of a 
large joinery works which has always carried a 
large stock of timber. Owing to the variances in 
the end-product of the business a proportion of the 
stock had been used in the most extravagant way and, 
in fact, it would have been more economical to buy 
certain specifications from a stockist and pay the 
latter’s margin. This position existed for some years, 
since management had taken no interest in this 
particular point. The detection of wastage of material 
is a key point which an efficient system should pin 
point. 

Budgetary control. This includes the preparation 


of periodical budgets of essential financial data, such ` 


as cash receipts and payments, sales, production 
and overhead expenses. It also involves the continuous 
examination of these budgets with actual performance. 


Es 
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In the case of costs of production, it involves the 
comparison of standard and actual costs which may 


be regarded as coming under the head of ‘cost ac- 
counting’. 


If the accounting system is sufficiently developed, 
the budget may go as far as to produce a pro forma 


_ trading account for a year ahead. 


Internal and statistical accounts. There must be 
few business undertakings of any size these days 


which do not produce monthly or quarterly 


trading accounts and statements of current assets 
and liabilities and of orders in hand etc., in the form 
most switable to the business. 

In the U.S.A., the production of quarterly accounts 
for submission to stockholders is common practice. 
With efficient accounting methods this should not 


' present undue difficulty except in the case of certain 
' types of business, such as civil engineering contractors, 


where long-term contracts make any assessment of 


profit for a short period unreliable. 


The mechanics of an accounting system. This 


‘involves the appreciation of the most efficient and 
‘economical system applicable to a particular business, 


and includes the understanding of the best use of 
mechanical devices. The primary object must always 


be to reduce the number of pieces of paper which 


require individual attention and to deal as speedily as 
possible with the pieces of paper which are essential. 

Special cost and economic studies. For example, 
the study of the capital cost of, and potential profit 
from a new factory to increase output or of the transfer 
of production from an old factory to a new one. Or 
the consideration of the financial aspects of introduc- 


ing an entirely new production line, both as regards ` 


capital and working costs and as regards requirements 
of working capital. 

Or again, consideration of the desirability of 
purchasing another business, both as regards its 
present value and potential worth and also its special 
value when combined with the existing organization. 

Consultant accounting, which I would define as 
giving assistance to management in the interpretation 
of financial data, and advice in arriving at the decisions ` 
which can properly be based on such information, 
and also providing a ‘financial information service’ 
based on the experience of the professional account- 
ant. 

Nature of Advice Required from a 
Professional Accountant 


In my view, the professional accountant should be 
equipped to give advice on all seven of the sub- 
divisions of management accounting to which I have 
referred. 

It may be said that the professional man cannot 
possibly be an expert on all these subjects, as 
well as being an able and careful auditor and a brilliant 
tax negotiator. I do not agree. 

‘All these subjects are accountancy. I would not 
suggest that every accountant should be technically 
efficient in regard to the mechanical operation of, 
complicated accounting machines. This is not neces- 
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sary: what he should know is the availability of 


‘machines to perform a certain procedure. 


The business man increasingly wants advice on 
financial: matters as business and legislation grow 
more complicated and trading conditions more 
competitive. What is more natural then that he should 
turn to his professional accountant, his auditor, for 
this advice? e 

I recognize that conditions must vary as between 
the larger professional firms and the smaller partner- 
ships or one-man practices. In a large firm it is 
obviously easier for certain partners and staff to 
specialize on management accounting matters. But 
this does not to my mind provide an argument for 
saying that the small firms should not concern 
themselves with these matters. A sole practitioner may 
probably be dealing with small businesses, but in 
such businesses there is usually a wider opportunity 
for improving accounting methods than in the larger 
units. The introduction of simple accounting 
machines into small businesses is becoming increas- 
ingly necessary as salaries increase and the ‘supply of 
accounting staff dwindles. 

Material control is often ignored and a simple 
system may rapidly pay dividends. With progressive 
inflation the application of budgetary methods to 
requirements of fixed and working capital is just as 
important to the small business as to the large one. 
Finally, it is still true that small businesses grow into 
large concerns and their professional adviser should 
be their counsellor ali along the course, so that there 
is no justification for management officials considering 
that they have outgrown their professional advisers! 


Interrelationship of Specialized 
Consulting Firms and Professional Firms 
I believe there are well over a hundred firms or limited 
companies in the United Kingdom carrying on busi- 
ness as consultants in management accounting, 
costing and allied subjects. A number of these firms 
extend their activities to cover more technical pro- 


, duction subjects, such as time and motion study, 


rate-fixing, bonus schemes and factory design and 
layout. One of the key points of the production 
expert is to install some system of payment for increased 
production which is acceptable to both sides. , 

Many firms are prepared to advise on choice or 
suitability of personnel for management appointments 
-a fairly hazardous field where merit is the only 
criterion. On the other kand you will remember the 
story of the young man who had a meteoric career 
in a large industrial company. Three months in the 
shops, then a charge-hand, and three months later 
assistant works manager. Very soon a call came from 
head office and within a year assistant managing 
director. Finally, one day the chairman called this 
genius before the full board and announced his 
intention of retiring in his favour, to wnich the 
chosen youth replied briefly, “Thanks, Dad'l.. 

I have heard resentmeht expressed by some practis- 
ing accountants in regard to the activities of Com 


l4 a 


specialized firms. I myself see no justification for any 
feeling of this nature. 

It is probably true that in the past these specialized 
firms have been doing a better job for their clients 
than professional firms could offer. This is due to the 
neglect of many professional firms to equip them- 
selves to offer this service to their clients. We should 
meet this challenge by raising our standards of per- 
formance. 

These specialized firms have done a fine service to 
the accounting profession. They have helped sub- 
stantially to make industry conscious of the need for 
advice on management accounting matters. There is 
still a wide field for all. 

I would, however, suggest that there are certain 
subjects which are more suitable for handling by the 
specialized firm than by the professional firm. I refer 
to what is often termed ‘engineering services’. These 
services, such as time and motion study and factory 
layout, call for technical knowledge, often that of a 
trained engineer. To my mind these subjects are 
outside the scope of accountancy and should be left 
to the specialists. 

On the other hand, the other imporant branches of 
management accounting are definitely within the 
scope of the professional accountant. 


Opportunity for the Professional Man 


I have just referred to the healthy competition of the 
specialized firms and companies in management 
accounting. I have mentioned that we are at fault for 
lagging behind and for failing to provide services 
which industry requires. 

I would now stress how strong our competitive 
position is if we make the best of it. The specialized 
firm can obtain business only by personal recom- 
mendation or, to a small extent, by advertising. 
The professional accountant is already in the office 
of all the industries in the country. His clients are 
established and he has a ready-made market on his 
doorstep. Thus, he can quickly make a start and estab- 
lish a nucleus of management accounting service from 
which he can expand. 

If the professional man has made a reasonable 
study of accounting methods and procedures and the 
use of mechanical devices, he can point out to his 
client any inadequacies of the existing system and 
will probably be asked to suggest improvements, 
His advice would also be relevant in cases where 
material control is deficient qr where periodie ac- 
counts and budgets are either sudimentary or wholly 
lacking. He will be performing a useful service to 
his client as well as to himself. Furthermore, his 
reputation will increase as his clients learn the benefit 
of modern accounting methods. 

Where the choice of mechanized equipment, 
particularly the larger installations, is concerned, 
the business man requires independent advice as to 
. the machine most suited to his needs. It is often said 
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report and install a system for him. This is true, but 
he may not obtain the most suitable or cheapest 
installation and if his professional adviser can guide 
him, he will obviously welcome such advice. 

A few weeks ago I was talking to the managing 

director of a large firm of contractors, obviously a man 
of exceptional drive and ability. He told me that when 
he was appointed managing director some two years 
ago, he examined his staff position and found that one 
man in every four was engaged in accounting duties. 
He was horrified to find that the proportion: was so 
high and immediately got in touch with one of the 
manufacturers of the most up-to-date acopunting 
equipment, who installed a complete system. 
- He said that he then had another staff review and 
found that he still had one accountant in every four 
and some very expensive machinery too! On the other 
hand, he had data and figures which were never 
thought of before, but he doubted whether half this 
information was of real value to management. 

Still, since, as I said, he is a man of exceptional 
drive, he is now examining the possibilities of elec- 
tronics and has inspected LEO. 

But he said one thing which particularly interested 
me. He said: 


“This time I am getting the best professional 
advice as to the figures and information I really 
need before deciding on the machinery which will 
produce figures.’ 

And that in my view is exactly what is happening and 
will be happening everywhere. We, as professional 
accountants, must be ready to advise management 
as to the type and scope of information required for the 
business concerned and and then the accounting 
machinery industry can supply machinery to produce 
these results. 

The practising accountant may be considered to 
have an advantage as regards availability of staff 
as compared with the specialized firm. Oying to 
the more varied spread of work in the accountant’s 
office, staff can be used on both normal audit and 
tax work as well as management accounting assign- 
ments. The specialized firm may find difficulty ti 
maintaining an even flow of work and must keep 
sufficient staff on hand to deal with new jobs as they 
arise. This is not wholly an advantage, however, to 
the practising accountant since, unless his staff 
engaged on management accounting are completely 
severed from normal audit and tax work, their ex- 
perience an management accounting may be less 
and it may be difficult to take them away from routine 
work to deal with a special job at a particular moment. 
On balance, however, the medium-sized professional 
firm will probably be able to keep at least one or two 
men largely on management accounting work, whose 
ability will increase with experience, and to supple- 
ment these two specialists with other staff as need 
arises. 


One difficulty which the specialized firms always ~ 


yt 


that thé business man need enly go to one of the large 


nave to face is that their most highly trained staff 
‘rfaehine manufacturers and they will give him a free 


are often tempted to join an industrial business to 
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which they have been giving assistance, and the 
financial terms may be tempting. In consequence, 
such experienced staff rightly command substantial 
remuneration and, taking into account the fact that 
continuity of jobs cannot wholly be expected, this 
makes it essential for the specialized firm to charge 
what may appear to the uninitiated to be e 
high fees! The practising accountant with his wider 
spread of business and staff should normally be able 
to work at a somewhat lower rate. 

The question is sometimes raised as to whether 
a professional firm should carry on its management 
accounting services through a separate body, such 
as a limited company. There are arguments in favour 
of this where the professional firm is large; in that 
a highly specialized unit is created. I myself feel that 
for normal management accounting services nothing 
is lost by the firm operating under its own name — it 
should be an advantage from a goodwill aspect. 
If, however, it were desired to go further into the 
factory production and layout field, which involves 
engineering services, then I think a separate legal 
entity is desirable. | 


Advantages Accruing to the Client 


The advantages to industry of obtaining efficient and 
up-to-date advice on management accounting matters 
are obvious. It might be argued that the medium- 
sized and large industrial units have their own ac- 
counting staff, often qualified and highly experienced, 
who can keep abreast of developments in accounting 
practice and that the employment of outside con- 
sultants is unnecessary. 

This is to some extent true. The consultant, how- 
ever, has the great advantage of seeing other busi- 
nesses from the inside and applying his breadth of 
experience. Furthermore, he can be more impartial 
in his judgment where questions of personality arise. 
In many cases improvements in system are deferred 
owing to the opposition of: an individual or to the 
reluctance to upset the feelings of an executive or 
employee. These personnel problems are often diff- 


cult for the chief accountant or financial director to 


face unless he has impartial advice from an outside 
source. 

There is little doubt that we are entering into a new 
era as regards detailed accounting. The machine 
must soon replace the individual where many 
transactions are involved and the growing demand for 
speedier and more frequent figures from public 
companies will accentuate this trend. Clients will 
require constant advice.on these matters. Who are 
they to turn to? 

If. the practising accountant is equipped to deal 
with these matters, many executives would prefer to 
deal with advisers who are already in close association 
with, them. Their auditor already knows or should 
know the organization of the business and can more 
' speedily be in a position to advise on changes in 


procedure and mechanization. His’ entry into this, 


field is likely to be more welcome o the business 
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staff generally than that of a complete stranger. As 
I have said before, his charges should be somewhat 
lower than those of specialized firms. Hence there 
would appear to be substantial advantages to the 
client in employing professional accountants provided, 
and always provided, that they can give the service 
which they should give. 


The Consultant Accountant 


The appreciation of the business world of the value of 
expert financial and accounting advice has led to the 
emergence of the consultant accountant. 

To some extent this has resulted from the modern 
trend in the composition of boards of directors in 
restricting their number to full-time executives. Some 
years ago it was customary to include a number of 
directors on boards without executive office — in many 
cases these directors outnumbered the whole-time 
working directors. Nowadays it is chiefly in the case 
of banks, insurance companies, investment trusts and 
some of the larger companies that this practice con- 
tinues. Elsewhere there are few non-executive dirtc- 
tors, and there is no doubt that the breadth of experi- 
ence of financial matters, which in the past was often 
supplied by such directors, is no longer available. 

In these circumstances executives have turned to 
the professional advisers. In some instances practising 
accountants have become part-time directors of 
companies of which they are not auditors. In other 
instances practising accountants have been appointed 
consultant accountants to companies of which they 
may be or may not be auditors. It is no part of my 
subject to discuss the advantages and disadvantages 
of professional accountants accepting directorships. 
My own view is that the acceptance of directorships 
may restrict the professional practice and has certain 
other disadvantages which are not shared by the 
position of consultant accountant — for instance, a 
consultant accountant may also be the auditor. 
Furthermore, a competitive business may have some 
doubts as to employing a professional man who is 
publicly identified as a director of its competitor. 

I feel that the professional accountant can give 
great service to industry in the role of consultant. In ` 


‘this capacity he will probably attend board meetings 


so as to keep informed of the decisions made and to 
give advice when necessary. He should be able to keep 
his client informed on all financial matters, including 
points of special interest in regard to taxation: 
he should be aware of gli legislative changes of a 
financial or economic mature and should have some 
appreciation of economic trends, To take one example, 
he would follow the development of restrictions on 
monopoly and endeavour to warn his client where 
his business is likely to be affected. Through the 
submission of effective management accounting data 
by the company’s staff he can appreciate the trend of 
business, the financial requirements and advise as to 
the best methods of raising new money, if necessary. . 

He should have a genenal understanding bf pension 
arrangements with relation to the maximum seg ` 
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advantages. He should study profit-sharing schemes 
for employees and be in a position to advise as to 
the most suitable type of scheme. His functions need 
not in any way interfere with the responsiblities of 
the senior accounting officials of the business. His 
advice, which is based on wider experience, 1s 
supplementary. I would remind you of the owl and 
the grasshopper. The grasshopper approached the 
owl for advice and said that he was cold and wet 
and envied the owl’s warmth. The owl said, ‘If I 
were you I should turn myself into a dormouse — 
that’s a nice cosy thing with plenty of sleep in the 
winter’. The grasshopper was delighted and said 
eagerly, “That’s fine, how do I do it’? “That’s your 
affair,’ said the owl, ‘I’m only concerned with policy.’ 
Well, the consultant accountant should not attempt 
to lay down policy: it is his sphere to advise. 

It may be asked how such appointments originate. 
Often when a professional accountant is called in to 
advise on a specific matter his advice is appreciated 
and he is asked to continue his association. If he is 
pt already professionally associated with the 
company he would obviously get in touch with the 
company’s auditors before accepting any permanent 
appointment, but there can be no professional objec- 
tion to his acting. On the other hand, the auditor 
should, when possible, equip himself to act as consult- 
ant accountant as well as auditor, and in many cases 
does so. 


Restriction on the Professional Man 


The practising accountant obviously cannot advertise. 
Furthermore, he must not allow his name to be 
entered on the Register of Management and Industrial 
Consultants maintained by the British Institute of 
Management. As the result of negotiations between 
the Institute and other accountancy bodies with the 
British Institute of Management, however, the 
Register contains a clear statement that it does not 
include practising public accountants, many of whom 
advise on management accounting and costing and 
some of whom have established special departments 
for this purpose: 

These restrictions are obviously necessary, having 
regard to professional status, but from what I have 
said earlier, you will appreciate that in my view the 
practising accountant has advantages in extending his 
business in management accounting through his exist- 
ing connections which outweigh the restriction. 

A further restriction, perhaps self-made, ig that 
the practising accountant is often not a salesman of 
his own wares. The first discussion between a poten- 
tial client and a consultant is often vital,in deciding 
whether a job shall be carried out. I believe that the 
specialized firms tend to create a more forceful 
impression on these occasions. They also have an 
advantage in being able to exhibit a list of clients for 
whom they have already acted. 

While the practising accountant should not be an 


exuberanf salesman, I ftel that he often fails to create , 


am adequate impression in discussing management 
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accounting projects owing to misgivings as to whether 
he is really equipped to do the job. This, in my 
view, can and should be overcome since no client 
will place business with a consultant who has doubts 
as to his own capabilities. 


Special Staff and Training 


I have several times stressed the importance in my 
view of all practising accountants directing their 
attention to management accounting and offering their 
services to clients in this sphere of operation. 

You may well ask how a small or medium-sized 
professional firm can develop resources to deal with 
this work. 

It is no easy matter in these days when experienced 
accountants are in short supply. I would suggest that 
one partner and a senior assistant should spend some 
time in studying the subject. There are a number of 
useful books in circulation and the Institute’s hand- 
book, dated June 1954, should not be overlooked, 
nor Mr Donald House’s observations at the seventy- 
fourth annual general meeting of the Institute held 
on May 4th, 1955.1 There are also certain periodicals 
specializing in this subject. As regards machine ac- 
counting, the manufacturers are only too delighted 
to provide literature, inspection and explanation of 
their products. 

As regards costing in all its forms, there is, of course, 
a wealth of literature available and there should be no 
difficulty in training a qualified member of the staff 
to specialize in this subject. 

Budgeting and the production of management data 
is largely a matter of common sense using normal 
accounting knowledge. 

It is always difficult to make a start in any kind of 
business and once the initial inertia is overcome, 
progress can be rapid. The problem is less as regards 
management accounting, since it is basically part of 
the work of an accountant in the same way as¢axation. 

I have tended in my remarks to emphasize that there 
is no mysterious cult associated with management 
accounting — it is a combination of accounting and 
common sense. There is, however, something akin 
to a special language and there is no doubt that 
these phrases have their uses in convincing the client 
that he is getting value for his money and should, 
therefore, not be despised! . 

I would also stress the importance of report writing. 
I have seen a number of reports by specialized firms 
which read like a text-book and a homily. In my 
view, clarity and brevity are infinitely preferable and 
the length of a report or a lecture — is frequently 
an attempt to disguise the paucity of the material. 


Conditions in the U.S.A. 


I propose to spend a little time in considering the 
conditions in the U.S.A., since this is the only other 


country, apart from the Dominions, with a highly * 


developed accoanting profession and one whose 
1 Reproduced in The Accountant dated May 14th, 1955. 
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efficiency of business operation is often held up as a 
target to us. 

There has been for the last twenty years a tremend- 
ous growth in the management consulting field in 
the Mid-West and the East of the United States. 
On the Pacific Coast and in the South the movement 
is much more recent. The work was for many years 

‘Jargely in the. hands of specialized firms often known 
as ‘business efficiency consultants’, but the public 
accounting firms have recently made great strides 
in this field. It must be remembered that the status 
of the professional accountant is somewhat different 
in the States. There is no compulsion to have an 
audit, except for certain stock exchange requirements, 
and the auditors report to, and are appointed by, the 
directors and not the shareholders. The legal profes- 
sion in the U.S.A. have established themselves as 
‘business consultants and play a far greater part in 
business reorganization, amalgamation, re-financing, 
etc., than the public accountant. The legal profession 
have a strong hold on taxation services and, in fact, 
have obtained injunctions preventing accountants 
from advising clients on taxation matters where a 
point of law is involved! It was, therefore, a more 
‘difficult problem for the practising accountant to 
break into the management accounting field in the 
‘States than it is in this country, but they have 
certainly succeeded. 

One of the attractions of this work to the American 
accountant is that it is regarded as ‘depression-proof’, 
since the need for consultant services is increased 
in adverse business conditions. Furthermore, the 
‘auditing practice in the States is largely concentrated 


in the months January to May owing to the usual . 


December year-end, and the management accounting 
work helps to fill in the quiet months. 

However, having entered the field, American 
‘accountants have gone forward with all the drive and 
enthusigsm which is one of their greatest assets. 
They have come to the conclusion that the training 
and equipment of management accounting staff falls 


into two divisions: ‘professional know-how’ and . 


‘technical know-how’. 

In the first instance they tended to concentrate 
too much on technical know-how. Men were sent 
for months to study the working of accounting 
machines and became mechanically perfect. It was 
.then found that the professional know-how was in 
danger of being neglected. The services which the 
professional accountant can provide must be wider 
than those offered by any machine manufacturer: 
‘good technical work was not sufficient. 

_ The Americans define professional know-how as the 
‘ability to win the confidence of the client at all levels 
and to obtain his understanding of and agreement 
with the scope and objectives of the operation to be 
performed. This involves the employment of the 
, practising accountant’s experience in deciding on 
‘the type of accounting procedures and production of 


_data most suitable for the particular client and not ae 


general policy of mechanizing wildly. 
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I cannot leave the American zone without referring 
to the report of the specialist team of the Anglo- 
American Council on Productivity which visited 
the U.S.A. in 1950. Mr Ian Morrow was the leader of 
the team and I would recommend anyone who has 
not read the report to do so. The report is not 
concerned to any extent with the position of the 
consultant or professional adviser in relation te 
management accounting, but to the use of manage- 
ment accounting information and methods in increas- 
ing productivity in the States. It is, however, inter- 
esting to read the team’s conclusions that in 1950, 
American managements were continually looking 
towards the future and had no hesitation in changing 
procedures or organization, if desirable, to meet 
their targets; that budgets and targets were the rule 
and not the exception; and that all levels of manage- 
ment down to foremen and charge-hands were familiar 
with figures and had the ability to absorb information 
in this form. There is no doubt that the Americans 
have in the past been ahead of us in their willingness 
and anxiety to employ management accounting 
methods, but I believe we are catching up rapidly. 
The advantage which the Americans have had in their 
native genius for discarding the obsolete and experi- 
menting with new methods has stood them in good 
stead, but the old-fashioned prejudice against change 
and modern methods in many business concerns in 
the United Kingdom is rapidly disappearing — 
although it is not difficult to find companies of con- 
siderable size still working with handwritten ledgers 
and laborious methods of dealing with payroll. 


Electronics 


I think there is no doubt that we shall see great 
changes in accounting machinery during the next 
ten years. To quote from an American journal, 


‘we have entered into the period of the ‘automation 


revolution’, which is an economic change as import- 
ant as that of mass-production first introduced fifty 
years ago by Henry Ford. 

Automation has been defined as the use of machines 
to run machines and this has an important application 
to accounting machines. We have had accounting 
machines in use for many years, starting I suppose 
with simple calculating machines. Then came book- 
keeping machines which typed the same entry 
simultaneously on several sheets and accumulated 
totals. Then punched cards which enabled basic 
information to be fed imto a machine and various 
products to be obtainéd at high speed. 

Now we have the electronic computer. Being 
essentially wnmechanized, I found some difficulty in 
appreciating what this new development really means. 

{ asked a great many people what ‘electronic’ 
means — it is included now almost as a matter of 
form in most prospectuses — and I was encouraged 
to find that no one had an accurate definition. At 
last I found a scientist who told me that electronic - 


-has to do with electrons,*which are electrit impulses 
emitted through lamps and tubes. He told me af , 
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darkening of the inside of an electric lamp results from 
bombardment by electrons. 

So I went down to the National Physical Laboratory. 
and had a look at ‘Deuce’, the latest electric computer 
built from the design of the N.P.L. by English 
Electric. I found the going a little heavy, since the 
senior mathematician and I had little common 
language. I admired immensely his struggles to find 
anything sufficiently elementary for me to know and 
he attempted to teach me the binary scale by simple 
illustrations on a large piece of paper. ` 
. One thing I could appreciate, however, was that 
the input and output end of the computer is a standard 
punched-card machine and that the primary informa- 
tion is fed into the machine by punched cards in the 
manner we all know. What then is the difference 
between the electronic computer and the normal 
punched-card machine? It is that the normal machine 
works electro-mechanically, while the new electronic 
system is non-mechanical and operates by the emis- 
sion and reception of impulses through the operation 
of ù 1,000 or more valves. 

The advantages of the electronic computer are 
tremendous speed of operation and the multitude 
of services which the one computer can perform if it 
ig given correct instructions, thus replacing a number 
of existing machines. There is also an a vantage in 
the capacity of the electronic computer for storing 
information. 

The limitation appeared to me to be the speed at 
which the machine can be fed, which is the same as 
for any other punched-card installation. Once .the 
cards are punched, however, the speed of computation 
is unequalled. I am sure that there will be progress on 
the ‘feed’ side of the computer. The ideal would be 
a system under which a punched card is created 
automatically for every transaction, such as issue of 
stores, allocation of labour, etc. It is also probable 
that the punched card might be supplanted event aly, 
~ tapes of various types are already in use. 

The other disadvantages appeared to be the high 
cost, unless sufficient oe of work could be found 
to keep the machine in reasonably full occupation, 
and the problem of standby plant if the large mechan- 
ism should go 
- However, SES Wee doubt in my mind that there 
will be great developments in electronic accounting 
and that it will become a normal part of business 
operation. The cost of equipment is already falling 
rapidly as the market widens. « 

I would, however, emphasig2 that we are talking 
only of the mechanical or electronic aspects of ac- 
counting. While the machine will obviously remove 
most of the dull and laborious side of accounting work 
and reduce clerical labour to a minimum, it in no 
way. replaces the skilled accountant. The’ machine 
can only accept instructions and the accountant’s 
skill must be applied in devising the best instructions. 
- The fact that detailed information can be dealt with 
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that the accountant can produce far more statistics 
and data. His job can become more interesting and 
more useful. The criticism that accounting informa- 
tion is often merely historical will be overcome and 
figures should be sufficiently up to date to represent 
an important aid to management. 


The Future 


I hope I have gone some way to convince you of the 
importance of management accounting to the practis- 
ing accountant, and the urgent need for us to develop 
our resources in this field. We are not at present as 
well equipped as we should be. It has been suggested 
that we should place more emphasis on management 
accounting in the Institute examinations. The stated 
objection is that the student already has a fairly 
extensive range of subjects to cover and that it would 
be unfair to burden him further. I am not wholly con- 
vinced that this is right and it is rather typical of the 
general approach of our profession towards manage- 
ment accounting. If I am right in claiming that man- 
agement accounting is going to play a far greater 
part in our professional life, then the student must 
tackle the subject willynilly. I hope that further 
consideration will be given to the problem, since the 
early education of the student is obviously of vital 
importance if we are to treat management accounene 
as seriously as we should do. 

We may well be at a turning point in our profes- 
sional life: for many years the position of the practis- 
ing accountant has increased in importance and status. 
We seized upon the importance of taxation work at 
an early stage and this has become almost the preserve 
of the profession, whereas in other countries lawyers 
and specialized bodies deal principally with taxation. 
We have specialized in receivership, liquidations 
and insolvencies, although in recent years the effect 
of inflation has reduced the volume of work of (hus 
nature. But we have been always a little half-hearted 
in our approach to costing, and in the wider field of 
management accounting we have been distinctly 
timorous! 

We must concentrate on developing in this area, 
not only in the-larger firms but right through the 
profession. It is not enough for the larger firms o set 
up a management accounting department-as I 
have said earlier, it is quite a practical proposition for 
the smaller firms to specialize in this work and even to 
outstrip the larger units. 

In the immediate future many Bete will -be 
demariding advice on the latest developments in 
accounting machinery and the procedures appropriate 
for their needs. The shortage of man-power in this 
country and the increased competition for overseas 
markets will call for an overhaul of many administra- 
tive and accounting systems. If we are in a position 
to give practical and positive advice to management, 
we have a great opportunity. If we are not, then I 
believe we shall be left behind and replaced by others 
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WEEKLY NOTES 


New Year Honours 


It.is with pleasure that we offer our congratulations 


to those members of the profession whose names 
appear in the list of New Year Honours. 

Sir John Morison, C.A., senior partner in the firm of 
Thomson McLintock & Co, Chartered Accountants, 
and chairman of the Iron and Steel Holding and 
Realization Agency since 1953, becomes a G.B.E. 

Mr Bertram Nelson, J.P., F.S.A.A., President of 
The Society of Incorporated ‘Accountants and senior 
partner in the firm of Lithgow, Nelson & Co, 
Incorporated Accountants, becomes a C.B.E. for 
services as a member of the Companies Act Con- 
sultative Committee of the Board of Trade. 

The C.B.E. is also awarded to Dr A. H. Marshall, 
B.SC.(ECON.), PH.D., F.S.A.A., F.I.M.T.A., City treasurer 
ef Coventry and a ‘past President of The Institute of 
Municipal Treasurers and Accountants; Mr L. E. 
Kenyon, A.C.A., secretary of the British Federation of 
Master Printers and joint secretary of the Printing 
Trades Joint Industrial Council, and to Mr R. M. 
Steele, F.c.A.(AUST.), senior partner in the firm of 
Steele, Calder, Austin & Slade, of Adelaide, for 
services -to accountancy in the State of South 
Australia. 

The O.B.E. has been awarded to Mr C. F. 
Gothard, B.SC., J.P., F.C.A., a partner in the firm of 
Coxon, Bannister & Gothard, of Burton-on-Trent, 
for political and public services, and to Mr R. 
Sutcliffe, M.B.E., F.S.A.A., F.I.M.T.A., borough treasurer 
of Middlesbrough and honorary secretary of 
Middlesbrough Savings Committee. 

Members of the profession who receive the 
M.B.E. are Mr K. Beswick, A.C.A., treasurer 
of the Kent River Board; Lt. “Col. W. S. Hack, 
A.C.A., fer political services in Worthing; and Mr 
G. H. Palmer, A.C.A., deputy secretary and account- 
ant of the South Western Gas Board. 


R Steel Output in 1955 — and 1962? 

The British Iron and Steel Federation are early in 
the field with a figure of steel output for 1955. ‘This is 
estimated to be the record amount of 19,800,000 
tons compared with 18,520,000 tons in 1954-an 
increase of nearly 7 per cent in a year. The target for 
1956 is given as 21 million tons, or a further increase 
of 6 per cent. 

It is well known that in spite of the increase in 
home supplies a considerable amount of steel had to 
be imported in order to meet the rapidly rising 
demand from the engineering and building industries. 
Imports in 1955 were the equivalent of more-than 
2 million tons, and their cost was some £80 million, 
nearly half of which was in dollars. It should not be 


forgotten, however, that direct exports in 1955 are 


likely to have exceeded the equivalent of 3 million 
tons. Some relief to the balance of pdyments position 
is expected in 1956 since the industry considers that 


the credit squeeze will moderate demand somewhat 


this year. 


The British Iron and Steel Federation consider 
that at the present rate of demand, there are indica- 
tions that 24 million tons will be required in 1958 
and 28 million tons in 1962. The first of these two 
figures compares with an estimate of 224 million 
tons which was made by the Iron and Steel Board 
nearly a year ago — an indication that higher sights 
are now to be set for steel production. To attain an ` 
output of 28 million tons in 1962 the current rate of 
capital expenditure will have to be substantially 
increased. 

Last year the industry’s investment totalled {70 
million. At current prices, a continuing rate of 
capital expenditure of {£80~£120 million a year 
will be required. Supplies of raw materials (not all of 
them under the control of the steel industry) o 
yield an output of 28 million tons are likely to prove 
a major problem during the next few years. 


Case Study in Wage Negotiations 


With large wage demands building up in this 
country, which will have to be settled in the next 
few months, it is, perhaps, instructive to recall the 
background to the wage agreement reached this 
week in the French coal industry by which 250,000 
miners receive wage increases spread over two years, ` 
as well as increased paid holidays in exchange for a 
promise not to strike until conciliation machinery 
has been fully used. This agreement (which has 
been reached in the face of strong opposition from 
the Communist-controlled C.G.T., which claims 70 
per cent of the miners among its members), owes 
something to the agreement reached at the Renault 
factory in Paris in September. 

In this instance, agreement was reached not to 
strike in exchange for wage increases spread over two 
years. The key factor, however, was that the terms 
were offered by the company before there came a, 
demand from the union. It was an effort by the 
employer (in this case the State,.since Renault’s 
is nationalized) to take the initiative and offer terms 
over two years for a promise of industrial peace. 
Keeping the initiative is one of the principles of war; 
it could also be considered as one of the principles of 
wage hegotiation. e 8 

“ 


Midlands Building Survey 
The Midland Regional Board for Industry is sponsor- 
ing a survey by the Building Research Station, into 
the best kinds of industrial buildings from the point 
of view of operating cost,:materials and design. 
Some time ago the Board noticed that as a result of 
the B.R.S. work on school bujldings, the cost of 
erecting schools had been cut since 1949 by 50 per ` 


scent, while 82 per cent Of space was available for ` 


teaching compared with 35 per cent in 1948 and 1 


D 


E e 


The valuable data which had become available 
from this experience was not found to be available 
for other architectural applications. The chairman 
of the regional board observed some few weeks ago 
that although large differences in cost existed between 
different types of roofing for single-storey building, 
for example, no collection of information existed as to 
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which was the best or cheapest under given circum- 
stances. Likewise, there was a good deal of accumu- 
lated experience on ventilating and heating which 
could well be collated. 

An interim report is promised by the station in 
six months’ time, followed by a second report at the 
end of a year and a final one at the end of two years. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Maintenance of Capital in Times of Changing 
Prices’ 


Sir, — Professor Paish’s suggestions for the mainten- 
ance of capital in times of changing prices (December 
17th issue) undoubtedly cover the main items against 
which a replacement reserve is required, namely, 
fixed assets and stock. 

Is it not almost equally important, however, to 
prévide in replacement reserve for the maintenance 
of the same ‘real’ volume of. other current assets? 

It may be argued that debtors (normally the 
largest current asset after stock) are largely offset 
by creditors, but there must be a great many com- 
panies in which the former preponderate due to 
either: (1) allowance to customers of a credit period 
considerably in excess of the period obtained from 
creditors; or (2) production with a high labour cost 
content paid on a weekly payroll, combined with 
extension of normal (thirty-day) credit facilities to 
customers. 

Where such conditions apply, it is submitted that 
a company wishing to maintain its ‘real’ volume of 
turnover (which, in time of rising prices, will be 
. represented by an increased monetary turnover), 
must provide for an expansion in the monetary value 
of debtors (or at least, of debtors minus creditors). 

Indeed, it seems to the writer that Professor 
Paish’s observations in regard to stocks apply to all 
current assets (including cash) which are essential to 
the maintenance of the company’s turnover. 

Yours faithfully, 
ARTHUR J. HINDLEY. 
Altrincham, Cheshire. 
{Professor Paish writes: Your correspondent raises a 
point which is undoubtedly valid; unfortunately it 
opens the door to a number of questions to which it is 
difficult to find a practicable answer, and fos that 
reason I did not raise them infthe course of my brief 
lecture. 

It is quite true that, if we reckon in terms of money 
of unchanged purchasing power -— say 1938 pounds — 
we have to write down by some 60 per cent any 1956 
cash we hold, and also the present amount of any 
current liabilities. So far all is easy. When, however, 
we come to adjust claims owed to and by us but not 
repayable for many years, serious difficulties arise. 
. Let us suppose that we have issued a number of 

5 per Geng debentures of {yoo each, repayable at par 


- ig gwenty years’ time, and that as soon as we have ° 


Ca 


a 

issued them ‘the general level of prices rises by 5 per 
cent. What has happened is that, in terms of money of 
the date of issue, the redemption price has fallen from 
£100 

£105 

or to just over £95. This in turn means that the real 
annual cost of the loan, to redemption, has fallen by 
more than the real flat rate of interest, the advantage of 
the fall in which is, of course, reflected in the accounts 
as at present prepared. It is this extra fall which is the 
annual gain not now shown, and which has to be offset 
against any loss due to the fall in the real value of any 
excess of current cash assets over current liabilities. 
Similarly, thé real yield to maturity on any holding of 
long-dated fixed interest securities falls by more than 
the real fiat yield, and this extra fall has to be added to 





£,100 to £100 X 


the annual loss. Where the securities issued or owned: 


are irredeemable, this extra gain or loss does not arise. 
A particularly difficult case is that of redeemable 
preference shares. No legal ruling has as yet appeared 
about the status of the owner of redeemable preference 
shares which are not redeemed on maturity; as he is a 
part-owner of the company he is presumably not a 
creditor, Nevertheless, I should have thought it was 
reasonable to treat redeemable preference shares in 
the company’s accounts as liabilities on maturity, in 
which case they would be regarded for the present 
purpose as analogous to long-dated loans.] e 


Bonus Issues: Asking for ‘Clearance’ from 
Surtax ; 

Sir, ~ The article on ‘Bonus issues’, in your issue of 
December roth, 1955, refers to the desirability of 
requesting the Special Conimissioners to clear a 
company (controlled) from ‘assessments to surtax. 
The author says that it is surprising that more 
widespread use of this right is not made; and then 
adds: ‘in any case, surtax directions, even for six 
years, are not necessarily the end of the world’. 

May I suggest that in spite of the advantage of 


receiving clearance this is. outweighed by the. 


inadvisability of asking for trouble. Whether the 
assessment is the end of the world or not your client 
will certainly consider it to be so. 

Yours faithfully, 
MICHAEL G. FRAMPTON. 


[Mr Peter Whitworth writes: The words quoted above 
were immediately followed in the article by the words: 


Dover. 


w 
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“When the aggregate potential surtax liability is com- 
puted it may not amount to very much after all.’ The 
point I was trying to make was that it is advisable to 
compute the potential liability, if only approximately, 
rather than to assume as a matter of course that it 

would constitute a crushing burden. The maximum 
risk is then known. If a trading company has kept 
within the letter and the spirit of the Chancellor’s 
statement then I would say with respect that in seeking 
a clearance it is not asking for trouble, although I 
appreciate that the contrary view is very widely held. 
On the other hand failure to apply for clearance may 
have unfortunate repercussions if subsequent events 
force the company into a transaction which results in a 
forfeiture of its immunity. ] 


‘Articled Clerks: A Minority View of Terms of 
Service’ 


Sir, ~ On reading the otherwise admirable aide on 
articled clerks, by Mr Derek Bee (December 17th 
issue), I could not help feeling that one point had 
been overlooked if a true and fair view is to be 
obtained. 

The position from the principals point of view 
has been expressed quite clearly, but it should be 
borne in mind that the articled clerk has a parsi- 
monious existence for five years and is dependent 
on his parents for the whole of this period. 

It is doubtful if enough stress is laid on this 
financial burden when articles are being discussed 
with the Lee of potential clerks and this might 


well be borne in mind when the question of a 
premium is raised. 
Yours faithfully, 
Tripolitania. P. A. SEARS. 


Taxing of Dividends 
Sm, — The example quoted in the article by Mr 
Max Englard, in your issue of December 31st, does 
not appear to give rise to any anomaly. 











£ 
Loss for the year to July sth, 1954 40,000 
Progi for year to July sth, 1955 .. 200,000 
£160,000 
Reserve for taxation 1956-57: 
| Profit for year to July sth, 1955, £ 
less loss forward, Section 342, 
Income Tax Act, 1952, cubated 
` at 8s 6d eg 68,000 
_ Dividend (net) 57,500 
125,500 
| £34,500 


The balance forward represents the amount of 
£60, ooo retained in the company, less tax, after 
deducting the loss for the previous year and the 
gross dividend. The losses carried forward under 
Section 342 extend only to the actual loss sustained 
and the notional losses for 1953-54, 1954-55 and 
. 1955-56 are restricted to £40,000. The apparent 
anomaly appears because the profits for the year to 
July 5th, 1955, formed the basis of assessment fore 


1950-57. D! 4040 : 
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However, if the company ceased trading on July 
sth, 1955, the assessments would be as follows: 


£ 
1955—56 + of £200,000 50,000 at 8s 6d 





1954-55 A of £200,000 .. 150,000 
ł of £40,000 10,000 
140,000 

Less Adjusted loss 1953-54 30,000 





£110,000 at Or 





Accordingly, the company would be paying dividends 
in 1955-56 out of profits taxed in 1954-55 and the 
tax borne on profits retained would be increased by 
£110,000 at 6d. However, this position merely arises 
from a change in the standard rate and cannot be 
regarded as an anomaly. 

Yours faithfully, 


London, EC2. LLOYD CLAYTON & CO. 


[Mr Max Englard writes: Whilst I appreciate and 
agree with the computations contained in your 
correspondent’s letter, I would stress that the article 
was intended to illustrate an apparent anomaly, ‘if 
one year is taken in isolation’, viz.: the year of assess- 
ment 1955-56. ‘For that year’ the assessment is nil 
and the company is allowed to carry forward an 
aggregate loss of £40,000 against future profits and at 
the same time to deduct and retain tax from any 
dividends paid during that year of assessment. It was 
pointed out in the article that ‘the profits for the year 
ending July sth, roses, will be reflected in later 
assessments’. | 


Self-service Shops 
Sir, — We thank you for publishing our letter in 


- your issue of The Accountant of December roth, 1955, 


and for the many replies which you published and 
which were extremely helpful. 

However, we regret to note that in our letter to 
you we inserted by error ‘20 per cent of the takings’; 
this should have read ‘2 per cent of the takings’. 

As this may have affected some of the replies, is it 
possible for you to make a note of our error in an 
early issue in order to see whether any further 
replies can be obtained on the correct basis? 

Yours faithfully, 
PUZZLED. 


Original Professions 


Sm, *- In your leading aréicle of December 17th last, 
you refer to the three #reat original professions as the 
Church, medicine and the law. 

With respect, may I say that the three original 
professions were the Church, law and the Army. 
Medicine is a comparative new-comer, vide the 
Medical Act, 1858; after all, Sir, it is not so very long 
ago that doctors were barbers, hence that striped 
pole and emblem of the latter craft. 

Yours faithfully, 
= ~ ROBERT BELL. 
London, WCr. 


~ 


ZZ e 


THE ACCOUNTANT Je 


FINANCE AND COMMERCE 


The new year has begun firmly in the stock-markets. 
Renewed demand for industrial equities emphasizes 
existing investment opinion that inflationary pressure 
will persist this year. 


British Coated Board 
British Coated Board & Paper Mills Ltd, yidis 
accounts we reprint this week, has had a rather 
stormy experience in its administration during the 


last twelve months. Following a ‘circular war’ and 


an extraordinary meeting, there is now a complete 
change in the board room. 

The company’s administration is now carried on 
under the chairmanship of Mr Wilfred Harvey, 
who draws attention, among other things, to the 
spending of approximately £56,000 over the past 
few years on sundry plant which has not been put 
into production. This includes the parts of a 
210-inch paper machine referred to by the chairman 
in his report on the 1954 accounts. Before this plant 
could be built into a productive paper-making unit, 
a considerable sum would have to be spent, and this 
applies in large measure to the remainder of the 
plant; ‘which must be considered of very little 
account unless further expenditure is incurred to 
put it into production’. And this, it is added, would 
mean raising more capital. But if the plant can be 
brought to the point of production, ‘then the purchase 
of most of this plant would be deemed to have been 
made at a ridiculously low price’. 

Possibly, here, there is a point on which account- 
ants in general may meditate. They see expenditure 
on plant authorized; they see the evidence of its 
delivery and the payment for it. Thus far can 
they vouch for the correct handling of a company’s 
money; and then...? 


Rebuilding Reserve 


The 1955 accounts of The Berkeley Property and ` 


Investment Company show a transfer of £43,875 
to a rebuilding reserve. In the comparison column for 
1954, the figure is £1,089 and in the previous year, 
nil. The reserve, says Mr J. H. Hambro, the chair- 
man, has been initiated with a view to providing for 
the replacement of freehold buildings at the end of 
their economic life. 

In the past it has not been cystomary for property- 


‘owning companies to make such provision, Mr 


Hambro explains, but it has become increasingly 
the practice +^ do so. In the company’s cage, he adds, 


it is doubly desirable to do so since it is the normal 
“practice in Canada where the depreciation of freehold 


property is an allowable charge: against revenue. 
The tax authorities in this country had not yet 
accepted the view „that buildings, other. than of 


` certain, industrial types, had a limited Life and it was 
therefore 1 necessary to make this provision out of. 


income. 


The directors had decided to adoj 


throughout the group, but Mr Hamb 


that provision for depreciation in this 
at the same rate as in Canada. 


Value of ‘Rights’ 

Readers who remember the efforts 
Government to deprive existing al 
any possible value in rights to put u 
may have noticed that the pendulu 
recently as far as it can go in the opp 
The fashion is now to give the ri 
value as possible by pricing. the 1 
par. And the system is one that | 
commended in financial circles, es 
arrangements are made to protect 
those shareholders who may for some 
exercise their rights to the new share: 

One such issue was the one for fo 
Industries at par (5s) when the market 
over 16s. Special arrangements were m 
shares not taken up as of right would 
by one of the merchant bank issuing 
and the net proceeds distributed tc 
holders entitled to them. This distrib 
deducting expenses fixed at a sum ec 
per cent of the new proceeds after 
issue price or £1,500, whichever the ] 

‘Lex’, in The Financial Times, said 1 
operation, in short, is a model and an £ 
who have maintained that such a 
impracticable’. 

Money Market 

Treasury bill applications totalled £3 
December 30th, and at a maintained bi 
the market obtained 66 per cent of 
The average rate was {4 Is 5-40d per ce 
offer is £260 million of g1-day bills. 


BRITISH COATED BOARD A PAPER MI 
Movements on Reserve Account 


i 
l 


CAPITAL RESERYES 
Share Premium Accoun 
Balance at June 30th, “i964, and {955 


Capital Reserv 
ance at lune 30th, 1954 . 
Add Profit on sale of Fixed ` Assets ‘to who 
owned subsidiary companies S 
Preliminary Expenses previously written. 
since recovered from a subsidiary company 


Less Preliminary and Pre- aN panes ei 
subsidiary company 


GENERAL RESERVE ` 
Balance at June 30th, 1954 .. 
Add ee from Sala ofa i Property 
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TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


In re Pelly’s Will Trusts! 


In the High Court of Justice (Chancery Division) 
October 25th, 1955 
(Before Mr Justice WYNN-PARRY) 


Income tax — Matntenance claim — Settled land — Capi- 
tal m spent on improvement — Whether tenant 
for life entitled to retain amount repaid pursuant to 
maintenance claim — Settled Land Act, 1925, Sections 
73, 107-Income Tax Act, 1952, Section rot. 


A testator, who died in 1940, settled a landed estate 
on trust for the first defendant for life, with re- 
mainder in the events which happened to the second 
defendant for life. The first defendant had been in 
occupation of the estate and had farmed it, and 
carried out improvements within Section 73 (1) (iv) 
of the Settled Land Act, 1925. 
A summons was taken out by the trustees for 
the determination of the question whether in 
applying capital money in payment for an improve- 
ment authorized by the Act they were (on the 
assumption that the money was not to be regarded 
for income tax purposes either as the income of the 
life-tenant or as a receipt of his farming) entitled to 
deduct out of the capital money so applied a sum 
representing relief from income tax recoverable by the 
life-tenant pursuant to a maintenance claim. 
Held, that as a tenant for life who exercised any 
power under the Settled Land Act, 1925, was in the 
position of a trustee for all parties entitled under the 
settlement, and could not, therefore, retain a profit 
made out of the settled property, the trustees were 
bound to deduct from the capital money any income 
tax allowable under a maintenance claim in respect 
of an authorized improvement, and that the tenant 
for life was under an obligation to make all such 
claims. 
Kirke v. Good 

In the High Court of Justice (Chancery Division) 
October 26th, 1955 

si (Before Mr Justice HARMAN) 


income tax — Sale of patent rights — Patent granted 


before 1945 — Whether capital sum taxable — Income 
Tax Act, 1918, Section 213 — Income Tax Act, 1945, 
Part V — Finance (No. 2) Act, 1945, Section 18 
— Patents Act, 1949, Section 21 (3)— Patents Rules, 
1949 (No. 2385), Schedule III, Form A. 


The appellant was granted three patents in 1932, 


and he granted licences thereunder in consideration . 


of the payment of royalties. In 1948 the terms of the 
terms of the patents were extended until 1954, and 
, prior to the last two years of the patents the appellant 
sold the patents for about £30,000, He was assessed 
to income tax in respect of this sum. 


1 See also article on page 11 of this issue. 


The appellant contended (1) that Part V of the 
Income Tax Act, 1945, could not apply to a patent 
granted before the passing of that Act, (2) that the 
provision in Section 21 of the Patents Act, 1949, to 
the effect that the grant of a patent is subject to any 
statute for the time being in force, showed that that 
was not the case before the passing of that Act. 
The Special Commissioners decided that they were 
bound by the decision in Kirke o C.J.R. and that 
the £30,000 was a taxable sum. 

Held, that the Special Commissioners’ decision 


“was correct. 


Cadwallader v. Wheeler 


In the High Court of Justice (Chancery Division) 
October 27th, 1955 ° 
(Before Mr Justice HARMAN) 


Income tax — Trade — Speculative builder — Houses re- 
tained during war years and then sold - Whether 
trading receipts — Income Tax Act, 1918, Schedule D, 
Case I. 


Down to the outbreak of the war, the appellant 
had been a speculative builder for many years, and 
between 1937 and 1939 he built forty houses. 
There was evidence that he at first intended to 
retain these houses as investments, but had changed 
his mind as.to thirty-five of them, and when the 
war b he possessed five of the forty houses. 
These five houses which had been let, were sold in 
1945, 1946 and 1947. The appellant was assessed in 
respect of the proceeds of the sales of these houses, 
and he contended that the houses were investments, 
and were not trading stock in the relevant years. The 
General Commissioners decided that the proceeds 
were profits assessable to tax under Schedule D. 

Held, that the case should be remitted to the 
General Commissioners for them to find whether 
there had been a cessation of the appellant’s trade of a 
speculative builder, and whether the five houses 
had ceased to be a part of his trading stock. 


Sun Life Assurance Society v. Davidson 
Phoenix Assurance Company Limited v. Logan 
In the High Court ðf Justice (Chancery Division) 

November 2nd, 1955 
(Before Mr Justice HARMAN) 
Income tax — Life assurance business - Commission paid 
to stock-brokers - Stamp duty on transfers ~ Whether 
expenses of management — Income Tax Act, I9I8, 
Section 33. 

The appellant companies carried on life assurance 
business, and were assessed to tax in respect of their - 
investment incomes without regard to their annual 
profits. The companies claimed to deduct as expan 
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of management (a) sums paid to stock-brokers on 
changes of investments, (b) stamp duties on transfers. 
The Special Commissioners decided that the 
brokerage and stamp duty should be treated as part 
of the cost of the purchase and sale of investments 
and not as expenses of management. 

Held, that in view of the decision of the Court of 
Appeal in Capital & National Trust Ltd v. Golder, 
neither the brokerage nor the stamp duty could be 
included in a claim for relief in respect of EH 
expenses. 


Sharkey v. Wernher 


In the House of Lords 
November 7th, 1955 
(Before Viscount SIMoNnpDs, Lord PORTER, Lord 
Oaxsey, Lord RADCLIFFE and Lord Tucker) 

. Income tax — Profits of stud farm — Transfer of horses 
to racing and training. establishment - Amount to be 
credited in accounts of stud farm — Income Tax Act, 
1QI8, Schedule D, Cases I and TI, Rule 5, General 
Rule 12 — Finance Act, 1926, Section 32, Rule rz (2) - 
Finance Act, 1941, Section ITO — Finance Act, 1948, 
Section 27 (1) (a). 

The respondent’s wife, Lady Zia Wernher, carried 
on the business of a stud farm. She also owned racing 
and training horses, and these were not used for any 
trade purposes. Horses were transferred from the 
stud farm to the racing stables, and in the accounts 
of the stud farm the amounts credited in respect of 
such horses were the amounts representing che cost 
of breeding them. It was contended on behalf of the 
respondent that this was the proper figure to be 
brought into the accounts of the stud farm. The 
Inland Revenue contended that the amount brought in 
should be the amount representing the market value 
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of the horses at the dates of their respective transfers. 
The Special Commissioners decided in favour of the 
respondent. 

Held (reversing the decision of the Court of 
Appeal), that the amounts to be credited to the 
accounts of the stud farm were the market values of 
the horses concerned. 


The Anglo-French Exploration Company 
Limited v. Clayson 
In the High Court of Justice (Chancery Division) 
November 23rd, 1955 
(Before Mr Justice HARMAN) ° 
Income tax — Agency and secretaryshtp of company - 
Sum paid for surrender of these positions — Whether 
that sum a trading receipt. 

The appellant company carried on the business of a 
mining finance company, and provided agency; 
secretarial and similar services to other companies. 
In particular, it was the agent and secretary of a 
public company incorporated in South. Africa, in 
which it held a considerable block of shares, but not 
a controlling interest. In 1949, the appellant. com- 
pany, and the other shareholders in the South Africa 
company, agreed to sell their shares in the latter, 
and it was a condition of the sale that the appellant 
company should resign as agent and secretary of the 
South African company in consideration of £20,000. 

The appellant company was assessed to income tax 
on the footing that the £20,000 was a trading receipt 


‘of its business. It was contended on behalf of the 


company that the transaction was the sale by the 
company of a capital asset, and that, therefore, the 
£20,000 was a capital receipt. The General’ Com- 
missioners decided in favour of the Inland Revenue. 

Held, that their decision was correct. : 


REPORTS OF PUBLIC COMPANIES. 


The Accountant Annual Awards, 


1956 


CLOSING DATE FOR ENTRIES 


Each year The Accountant makes two Awards to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom, in relation 
to the form and contents of their reports and accounts 
— particular importance being attached to the ade- 
quacy of the information givén and its presentation. 
The 1956 Awards will be made in respect of 
reports and accounts laid before companies in 
general meeting within the year ending December 
31st, 1955. Particular consideration will be given to 
the making of an Award to a company submitting 
accounts which do-not involve the complexity of 
' those‘of aslarge group. » . 
Companies are invited to send for consideration 


copies of their reports and accounts (with any 


chairman’s statement circulated to shareholders) tor- 


The Secretary, 
The Accountant Annual Awards, 
4 Drapers’ Gardens, 
London, EC2. 
The closing date for the receipt of entries for the 
1956 Awards is January 31st, 1956. 


PANEL OF JUDGES 
The panel of judges is composed of: Mr Montagu 
Gedge, Q.c., Chairman, Mr W. L. Barrows, J.P., 
F.C.A; Sir Harold Barton,. F.C.A.; 
J.P., FACCA; Mr Thomas Lister, MA, C.A; Mr 


» Bertram Nelson, J-P., F.S.AA.5 Mr G. Tysen; Mr 


Derek du Pré, Editor, The Accountant. 


Lord Latham, . 


January 7th, 1956 


VC Sai 


January 7th; 1956 
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NOTES AND NOTICES 


The Accountant 
INDEX TO VoL. CXXXII: JULY-DECEMBER 1955 


The general index to this volume — July to December 
1955, Volume CXXXIII-is published with the 
present issue. The parts of this volume, with the 
index, can now be sent for binding. 


Personal 

Messrs BRIBE, CLARKE, PAINTER, DaRTON & Co, of 
43-44 Broad Street Avenue, London, EC2, and 
Messrs TRIBE, CLARKE, DARTON & POLLOCK, of 62 
High Street, Rochester, and 45 High Street, Sitting- 
bourne, announce that they have admitted into 
& partnership, as from January rst, 1956, Mr KELVIN 
ALEXANDER POLLOCK, A.C.A., the son of their senior 
partner. 

Messrs Durron & Co, of 6 Spencer Parade, 
Northampton, announce that as from January ist, 
1956, they have admitted into partnership Mr DEREK 
THomas DUTTON, A.C.A., and Mr ANTHONY CHARLES 
DUTTON, A.C.A., both of whom served their articles 
with the firm and have been members of the staff 
for several years and are sons of the senior partner. 

Messrs Boyer, THwaires & Co, Chartered 
Accountants, of 22 Bridge Street, Deansgate, 
Manchester, 3, announce that their senior partner, 
Mr ARTHUR THWAITES, A.C.A., retired from practice 
on December 31st. Mr THWAITES, who had been 
with the firm since 1924, has taken this step for 
reasons of health, and leaves greatly to the regret of 
his partners, who will continue the practice under the 
same name. 

_Messrs EVERETT, MORGAN & Grunpy, Chartered 
Accountants, announce that as from January rst, 
1956, the have taken into partnership Mr FREDERIC 
BROOME EY, A.C.A., who has been associated 
with the firm for many years. The name of the firm 
will remain unchanged. 

Mr W. C. TUKE, T.D., A.C.A., announces that he 
has commenced’ to practice under the style of 
W. Œ. Turer, Chartered Accountant, at 10 Wells 
_Promenade, Ilkley, Yorkshire. Telephone: Ilkley 1176. 

Mr Maurice W. Burrouc3, F.C.A., announces that 
he is taking into partnership Mr A. D. ATHERTON, 
A.C.A, a member of his staff, as from January 1st, 
1956. The practice will continue to be carried on 
under the style of M. W. Burroucu & Co, Chartered 
Accountants, at ro South Street, Bridport. 

Messrs FINCHAM, VALLANCE & Co, Chartered 


Accountants, of 3 and 4 Clement’s Inn, Strand, 
London, WCz, announce that as from January rst, 
1956, Mr Ian DoucLas VALLANCE, A.C.A, son of 
Mr J. P. VALLANCE, F.C.A., has been admitted ‘to 
partnership. The style of the firm will remain un- 
changed, and the practice will be carried on at the 
same address by Messrs ARTHUR D. FINCHAM, 
F.C.A,, JAMES P. VALLANCE, F.C.A„ and Jan D. 
VALLANCE, A.C.A. 

Messrs UNDERWOOD & Co, Chartered Account- 
ants, of Nottingham and London, announce that 
Mr K. V. BROWN, A.C.A., A.S.A.A., retired from the 
partnership as from December 31st, 1955, to take up 
a commercial appointment. The practice will be 
carried on as before by Mr L. W. UNDERWOOD, F.C.A. 

Messrs Percy PHILLIPS & Co, of 76 New Cavendish 
Street, Portland Place, London, W1, announce that 
Mr STANLEY JOHN BRESSLOFF, A.C.A, has been 
admitted a partner in the firm as from January 1st, 
1956. 

aE WetcH & Co, Chartered Accountants, of 
Yorkshire House, 30 Priestgate, Peterborough, 
announce that Mr HUBERT STONE, A.C.A, has been 
admitted to partnership as from January Ist, 1956. 
The name of the firm remains unchanged. 

Messrs C. J. H. Jones, Avens, WorLEY & Co, 

Chartered Accountants, of 15 Commercial Road, 
Portsmouth, announce that on January rst, 1956, 
they admitted into partnership, Mr J N. 
BROGDEN, A.C.A. The name of the firm will remain 
unchanged. 
. Messrs Bryce HANMER & Co, Chartered Account- 
ants, of 1-3 Stanley Street, Liverpool, 1, and 23 
Albemarle Street, London, Wx, announce that 
Mr Ion S. ELLISON, M.A., A.C.A, who has been on 
their staff for a number of years, has been admitted 
into partnership as from January rst, 1956. 


Professional Notes ` 
Mr L. W. Moody, c.a., secretary of Brocklehurst- 
Whiston Amalgamated Ltd, has been appointed to 
the board of the company as from January Ist. 
He has also been appointed to the board of their 
wholly-owned subsidiary company, Brocklehurst 
Yarns Ltd, of Cardiff. 

Mr Brian Leonard, A.C.A., assistant secretary of 
Brocklehurst-Whiston amated Ltd, has been 
appointed secretary of Brocklehurst Yarns Ltd and 
Langley Prints Ltd. 

Mr F. T. Hartland, B.COM., A.C.A., A.C.W.A., has 
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been appointed a director of Ruston-Bucyrus Ltd, 
of which company he has been secretary and chief 
accountant for the past four years. 

Mr E. M. Dodd, A.S.A.A., financial secretary of 
Thos. W. Ward Ltd, of Sheffield, has been 
appointed to the newly-created position of group 
chief accountant of the company and its subsidiary 
companies. 

Mr J. W. G. Collins, a.s.a.a., has been appointed 
a director of John Dale Ltd. 


Chartered Accountant Receives United Nations 
Appointment 


Mr George Ronson, A.C.A., of Harrogate, has accepted 
an appointment from the United Nations Technical 
Assistance Administration as an expert in cost 
accounting to the Government of Burma. 

Mr Ronson will advise and assist various Govern- 
ment agencies such as the State Agricultural Market- 
ing Board and the Inland Water Transport Board 
in the adoption of uniform cost accounting methods. 
He will also train personnel in cost accounting 
techniques and will prepare an instruction manual in 
cost accounting methods suitable to the needs of both 
Government agencies and enterprises. 


Official Receiver Appointments 


The Board of Trade announce that Mr Donald 
Stockwell has been appointed an Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Bradford, Dewsbury, Halifax and Hudders- 
field, and also for the Bankruptcy District of the 
County Court of Leeds, Harrogate, Scarborough, 
Wakefield and York, as from January Ist, 1956. 

They also announce that Mr Wilfred Whitehead 
has been appointed an Assistant Official Receiver 
in the Companies (Winding-up) Department as 
from December 29th, 1955, and that Mr Walter 
Harold Haigh has been appointed an Assistant 
Official Recetver in the Bankruptcy (High Court) 
Department as from the same date. 


London and District Society of Chartered 
Accountants 


At a meeting of the London and District Society of 
Chartered Accountants, to be held next Wednesday 
at 6 p.m., in the Oak Hall of the Institute, Mr F. 
Clive de Paula, T.D., A.C.A., will speak on “The 
principles of electronic devices and their application 
to accountancy’, and Ms ‘b. R. Thom son, MA. 
B.SC., director, Leo Computers Ltd, will speak on 
‘Applications of high-speed computing devices to 
office work’. e 
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The Chartered Accountant Students’ Society of 
London 


The Society’s spring session of lectures will open dë 


with the following meetings during next week: 

Thursday, 5.25 p.m., at the Institute: Introductory course 
lecture on “The chartered accountant’s profession’, 
by Mr R. J. Carter, B.COM., F.C.A. l 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) ‘The fundamentala of accountancy’, by 


Mr R. J. Carter, B.COM., F.c.a. (2) “The English judicial ` 


system’, by Mr P. W. Medd, Barrister-at-Law, 


Our Weekly Proble 
No. 102: SIDATE Gors Weer 


Mr L. U. Sidate, F.c.a., had decided this time to go 
by car to visit brother Arthur in Devon. Arthur 
Sidate lived at a house called ‘Bassetts’, and had 
arranged to meet Mr Sidate at Drake's 

where the lane (which he liked to call his “drive’) 
joined the main road from Applecore to Cherristone, 
four-fifths of a mile from Cherristone. As, however, 
he was in such good time, he went on to Applecore 
where he had half a pint, keeping one eye on the 
road. Unfortunately, Mr L. U. Sidate had driven 
via Cherristone where he also decided to call in for 
half a pint. 

By map, as there was no direct road, it was four 
miles from ‘Bassetts’ to Applecore and three miles to 
Cherristone. By road it was twice as far from ‘Bassetts’ 
to Applecore as from ‘Bassetts’ to Cherristone. 


How far were the brothers from each other? 
The answer will be published next week. 


SEVENTY-FIVE YEARS AGO 

From The Accountant or JANUARY 8TH, 1881 
A leading article entitled b ) 

THE SOCIETY OF ACCOUNTANTS IN ENGLAND 

As our readers are aware, the members of the Society 

of Accountants in England, having regard o the grant 
of the Charter of Incorporation, decided some months 
ago to perform what the Japanese call the “happy 
dispatch.” The date of this interesting ceremony was, 
however, left to the Council to fix in their discretion. 
A meeting of the governing body has now desided 
upon the first Wednesday in February as the d 
for the performance of the melancholy formalities 
attendant upon dissolution. Having accomplished 
this painful and depressing duty, the President and 
Council dined together—a proceeding which caused 
one of the members to remark upon the cheery 
and consoling effect of a “wet funeral,” as opposed 
to a “dry wedding.” 
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RATING REVALUATION 
THE NEW LISTS 


HE long-postponed revaluation of property for rating pur- 
poses in England and Wales is at last a reality. The Inland. 
Revenue Valuation Branch has completed its task and the 
new draft lists have been transmitted tò the appropriate rating 
authorities. They show some remarkable increases; in some cases 
the total rateable value in the area.of a rating authority has more’ 
than doubled, while there are few cases where the rise is less 
than 50 per cent. The total rateable value is £622 million, an 
increase of 72 per cent over the total of £362 million as at April 1st, 
1955. The new lists will not come into force until next April and, 
of course, it is impossible to say what effect the new valuations 
will have on the precise amount of rates which individual rate- 
payers will have to find. Apart from any reduction in the amount 
of rates which will be charged per £ of rateable value, occupiers 
of dwelling-houses and flats are to some extent protected by the 
special basis of valuation introduced by the Valuation for Rating 
Act, 1953. Very broadly speaking, flats and houses are to be rated 
on 1939 values, on an artificial basis which has brought upon 
itself the not-undeserved description of ‘the apotheosis of hypo- 
thesis’. The burden on shops and offices will thus be greater. 
Last-minute changes introduced by the Rating and Valuation 
(Miscellaneous Provisions) Act, 1955, have considerably altered 
the administrative procedure laid down by the Local Government 
Act, 1948, which launched the revaluation. The new Act required 
the valuation officer to prepare the new list, to sign it, and to send 
it in duplicate to the rating authority not later than December 
31st preceding the date (April 1st) when the list is to come into 
force. It seems that all the new lists will come into force next 
April and accordingly all the draft lists have now been trans- 
mitted. New or structurally altered premises may be added between 
December and April. By Section 1 (6) the rating authority is 
required to take such steps as -it considers most suitable for 
giving notice of the list, and of the right to inspect it and to make 
proposals for its alteration. The Ministêr of Housing and Local 
Government has suggested that the notice should as a minimum 


_ state: (i) the name of the fating authority; (1) the place where 


the list is deposited; (ii) the times at which the- list. may be 
inspected, making it clear that the list will remain open for 
inspection indefinitely; (iv) that the list will not come. into force 
until April rst; (v) that any. person: who is aggrieved — 
(a) by the inclusion of any. hereditament ir the new list; or . 
(b) by any value ascribed in the new list tô a hereditantent or by 


any other statement made or omitted to be made in Wan. | 
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list with respect to a hereditament; or 
(c) in the case of a building or portion ol a 
— 2‘ building occupied in parts, by the valua- 
tion in the new list of that building or 


portion of a building ae a single heredita- > 


ment; 
may at any time on or after April rst, 1956 (but 
not before) make a proposal and serve it on the 
valuation officer for the alteration of the list so 
far as it relates to that hereditament. 


Already the right to inspect the new list has 
been very widely exercised, the matter being of 
great interest to every ratepayer. In order to 
smooth this process and save everyone’s time, 
the Minister made five suggestions, of which the 
following is of particular interest to accountants 
who may be called upon to advise ratepayers 
professionally: | 
. (v) Some ratepayers,. or their professional 

advisers, may wish to extract particulars of 
a large number of hereditaments. To avoid 
congestion, arrangements could be made 
for such persons to inspect the list by special 
appointment, outside ordinary hours, when 
it is not available for general inspection. 

As indicated above, proposals to alter the list 
(‘appeals’ in ordinary language) cannot be made 
before April 1st. As that happens to be Easter 


Day, appeals cannot in practice be made before. 


April 3rd. It is contemplated that by then every 
ratepayer will know what his new rates are going 
to be, and -will be influenced by that fact in con- 
sidering whether or not to appeal against his 
assessment. With this in mind, the Government 
have urged rating authorities to keep their. ex- 
penditure as low as possible in order to achieve 
a low figure of rates per £. The new Act 
contains provisions to enable the authorities to 
make known their decisions on this matter as 
early as possible. However, the mere fact that 
the first year’s rates on® ore’ s property will not 
greatly exceed the amount paid previously seems 
hardly a sufficient reason for acquiescing in an 
excessive assessment. Rate increases are not an 
unknown phenomenon and once an assessment 
has been acquiesced in, an appeal against it will 
be all the more difficult in the future. Moreover, 
. as far as a person Who is in a position to dispose 
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factor which greatly influences the price he can 
obtain; while the potential purchaser is not much 
influenced by the fact that the: rate bill in 1956- 
is not much greater than it was in 1955. 
_ There is one aspect on which the authorities 
have been remarkably reticent, namely, the 
possibility of a revaluation for the purpose of 
income tax Schedule A. The official reply to a 
question in the House of Commons was that 
there could be no such revaluation, without. 
legislation to authorize it. This statement 1s 
strictly true, but Section 84 (1) of the Income 
Tax Act, 1952, provides for a revaluation "Tor 
such year of assessment as Parliament may here- , 
after determine’ and for each fifth year thereafter. 
An earlier parliamentary reply stated that no. 
Schedule A revaluation would take place until 
after the rating revaluation was completed. It 
was hoped by many people that the Royal Com- 
mission would recommend the abolition of 
Schedule A and the transfer of all rents to 
Schedule D, leaving owner-occupiers unassessed.. 
However, the Commission has expressly recom- 
mended the continuance of Schedule A in much 
the same form as at present. In the scheme pro- 
posed by the Commission the rating valuations 
would play an important part, as indeed they 
have done in the past. In those circumstances, 
owner-occupiers whose rating assessments are 
increased will have to bearin mind the income - 
and surtax repercussions, particularly in the 
absence of any guarantee by the Government 
that the new rating assessments will not affect 
those taxes. Apart from any formal linking, it is 
not irrelevant to bear in mind that the actual 
making of rating assessments is done by officials 
of the department which manages the income 
tax and estate duty. 

The machinery of appeal has been devised 
with a view to permitting the maximum number 
of cases to be settled informally by agreement, 


. as happens with income tax. The position will be 


slightly more complicated by the fact that in 
each appeal there will be at least three interested 
parties, namely, the valuation officer, the rating ` 
authority, and the ratepayer himself. Where a. 
formal hearing is necessary, it will be taken 
before the local valuation court which, like income 
tax. Appeal Commissioners, has power to take l 


of the freehold or 4 leasehold interest is con- e evidence on oath but no power to award costs. 


ined, the amount of the rateable value is a 


Hearings will normally be in public. 
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- BONUS ISSUES AND TAXATION | 


by R. BUCHANAN-DUNLOP 


bonus shares or debentures is an operation 

which was rarely undertaken before the 
last war, and, indeed, Table A to the Com- 
panies Act, 1929, contained no power to capitalize 
profits in this way. Today it is a very popular 
practice not only for its commercial advantage of 
bringing® capital into line with the assets em- 
ployed in a business in a period of inflation, but 
also as a means of obtaining other advantages. 

It is a strange phenomenon that if a member of 
a company holds one share out of a hundred in 
its capital, and consequently a hundredth of its 
equity, his share may be worth f1, but if the 
company makes a one-for-one bonus issue so 
that the member has two shares together repre- 
senting a hundredth of the equity, then those two 
shares are almost invariably worth more than 
ros each, so that at least a paper profit is made 
by the member on the capitalization. 

One commercial advantage of a bonus distribu- 
tion is that a company often hesitates today to 
increase the rate of dividend on its shares, for 
such an increase can create unrest amongst its 
employees, who may consider that if anyone is 
to benefit from increased profits, it should not 


Te: a of profits in the form of 


be the shareholders. By capitalizing profits an ` 


increased dividend can to some extent be disguised 
by a smaller dividend on a larger capital or by a 
fixed dividend on debentures or preference shares. 


. Distributions and Surtax 
The capitalization of profits also has the effect of 
limiting the members’ liability to surtax. If a 


company capitalizes its revenue profits in the form. - 


of debentures or redeemable preference shares 
it is generally accepted, subject to the limitations 
considered below, that the sums received by the 
members on their repayment or redemption are 
capital in their hands and consequently not 
subject to surtax. This advantage may, however, 
not be obtainable by controlled companies to 
which Chapter IIT of Part IX of the Income Tax 
Act, 1952, applies, for by Section 246 (2) (a) 
(iv). any sum expended or applied in redemption or 
repayment of share or loan capital issued other- 
wise than for adequate consideration is to be 
regarded as income available for distribution for 
the purposes of that chapter, and will almost 
‘certainly provoke a surtax direction. 

The Revénue do not like this method of making 
distributions even though as a result of Section 31 
of the Finance Act, 1951, no benefit is gained in 


respect of profits tax, and the Royal Commission 
on the Taxation of Profits and Income apparently 
was in sympathy with them for it recommended 
in its report that the issue of bonus debentures, 

but not bonus shares; should be taxed in the 
recipients’ hands, whether or not they were 
redeemable at short notice or at all. This, in my 
view, is one of the more indefensible recom- 
mendations of the Commission. 

` What, then, are the limitations, if any, as the 
law at present stands, to the statement that the 
shares or debentures received by a shareholder 
on a capitalization represent capital in his hands? 
Since CIR v. Blott (8 T.C. 101) it cannot be 
questioned that a capitalization in the form of 
irredeemable shares is capital in the members’ 
hands, and since CIR v. Fisher's Executors 
(e ATC 144; 10 T.C. 302) there can be no 
doubt that a capitalization in the form of deben- 
tures which are not presently payable, and may 
never become payable, results in a capital receipt 
by the member. It is quite clear from those de- 
cisions that a tax motive for the capitalization is 
irrelevant, thus in Fisher’s case Lord Shaw said: 

‘It is incorrect in principle to attempt to get 
behind that transaction, legal and competent and 
regular in form, and to endeavour to construct a 
canon of liability to income tax out of conjecture 

aa to the motive or scheme for the defeat of the 
Revenue which underlay its various stages.’ 

And in Bengal Income Tax Commissioners v. 

Mercantile Bank of India (15 A.T.C. 337) the 

Privy Council said: 

‘Lastly their lordships are clearly of opinion 
that the personal motive or purpose of the indi- 
vidual shareholders even if they hold a controlling 
interest in the company is irrelevant if it is made 
out that the company has in fact capitalized 
the accumulated profits.’ l 


Redeemable Preference Shares and Debentures 
The question therefore arjses: What is the effect of 
a capitalization in the form of redeemable 
preference shares or debentures which can be 
or are redeamed at an early dater There are two 
English decisions in conflict. The first of these is 


"Whitmore v. CIR. (5 A.T.C. 1; 10 T.C. 645), 


where the bonus debentures were redeemable by 
the company on one month’s notice at any time, 
and by the debenture-holders-at any time after 
„ten weeks from their issve. They were im fact re- 
“deemed by the company five weeks after their iss 
The case was decided by Rowlatt, J., after SE . 
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Court of Appeal decision in Fisher’s case but 
before that case had been heard by the House of 
Lords, though the judgments of the House of 
Lords do not appear in any material way to vary 
the Court of Appeal or the decision in Whitmore 
itself. -Rowlatt, J., in his judgment said: 


It is said that Fisher's case is distinguishable 


` from this case because there, as in Blott’s case, 
` the indications were that the company wanted to 
` keep the money. Here the indications are, and 
`. certainly it is borne out by the facts which hap- 
> pened afterwards, that the company did not want 
to keep the money but merely wanted to turn it 
into debenture capital for a space and then pay off 
.:the debenture capital soon. Now having regard to 
the two limbs-of the decision in Fisher’s case . 
. I do not think it possible to find any distinction 
_on a consideration of that kind.’ 


” The other decision is that of Aykroyd v. CLR. 


(ax A.T.C. 284; 24 T.C. 515), a decision which it 
is generally considered would not be followed by 
the Court of Appeal,.and in which Whitmore’s 


case was not apparéntly considered. Macnaghten, 


J; in that case distinguished Fisher’s case, and said: 
. the question . . . depends to some extent on 
` the prospects of their redemption — a matter which 

Lord Sumner considered to be immaterial’. . 
Lord Sumner did, indeed, consider it immaterial 
and in particular he said: 

; “nor if a six years’ currency of the debenture stock i is 

permissible do Tsee why six weeks should be less so’. 
Furthermore, the other lords in Fisher’s case do 
not seem to have disagreed with him though not 
expressing themselves in such positive terms, and 
the cases have emphasized again and again that 
the question at issue is what the company has in 
fact done, for, as Lord Sumner pointed out in 
Fisher’s case, the only intention that a company 
has is such as is expressed in or necessarily follows 
from its proceedings. `. 

Macnaghten, J., supported his decision on an 
observation of Lord Cave’s in Fishers case 
where he said: 

“t is true that debenture: stock, unlike shares, 

. creates a debt; but the debt in this case was not 

` presently payable and may never become payable 

` while the company is ineexistence’. 
This observation cannot h&ve been intended to 
destroy the principle that had been established by 


the House of Lords, and in any event Should only’ 


be invoked where the debentures are presently 
payable, that is when the company has, at the 
time of issue, a present obligation to repay them. 


Canadian Decisions following the English Cases 
In Canada. the English decisions have been ` 
ustively considered, and there is there a 
aie conflict in the cases though for different 
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reasons. Asa result of Canadian legislation a 


“number of companies in recent years issued bonus 
- shares or debentures and at the same meeting 


at which the capitalization was effected a resolu- 
tion was passed redeeming them. ` 

In Re Fleck ([1952] 2 D.L.R. 6577), one of the 
first of these cases, the Court considered Lord 
Summner’s judgment in Fisher's case and said that 
the conclusive test is whether or not the company 
has increased its capital in the distribution of the 


‘surplus profits. The Court applying this test 


decided that the corporate acts of the company 
showed that it did not appropriate its income to 
capital purposes. The company did in form 
momeritarily convert surplus income into capital 
by issuing paid-up shares but at the same time it 
committed itself to immediate redemption of the 
shares. What the company really did, the Court 
said, was to distribute its accumulated surplus 
income among its shareholders by channelling 
it through its capital account. One must, it said, 
in. determining the corporate act of a company, 
look at the whole of the form and not part of it. 
The same Court last year, in the later case of 
Re Hardy Trusts ([1955] 2 D.L.R. 296), followed 
Re Fleck though it indicated that if untrammelled 
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by authority, it would have decided otherwise. — 


Another Canadian Court in Re McIntyre 
([1954] 1 D.L.R. 192), however, refused to follow 
Re Fleck, distinguishing the case on the different 
provisions before it, a distinction that the Court 
in Re Hardy Trusts could not follow. In Re 
Mcelntyre, the Court followed Blott’s and Fisher's 
cases and said that the Canadian Court could not 
agree with the interpretation that Macnafhten, J., 
put on the arguments in Fisher’s case. 

_ However these conflicts may be resolved, it is 
obviously inadvisable, as the law now stands, fora 
company in this country to issue bonus shares or 
debentures which are immediately repayable or to 
repay them soon after their issue. And, although 
it is generally considered that Whitmore’s case 
was correctly decided, it is usually recommended 


that such shares and debentures should not be . 


redeemable or be redeemed for an appreciable 
period of time, the period recommended varying 
from about one to six years and even longer, 
depending upon the person who gives the advice. 

Quite clearly it would be unwise to issue and 
redeem the shares or debentures at the same 
meeting, but it is suggested that if they have 


been properly issued and the company has an un-° 


controlled discretion to retain or repay them, even 
` though it intends to make early repayment, they 


will be.capital in the hands of the shareholders.. 
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THE PRODUCTION OF ACCOUNTING 
‘DATA FOR MANAGEMENT 


l by WW FEA, B.A., A.C.A., 
Chief Accountant, Guest, Keen & Nettlefolds Ltd 


for the community and -for export; the industrial 
accountant exists to produce information for 
management. 

My talk is about the production of this information; 
where it comes from, what it is about and who gets it. 
Mr Morrow, however, will be one you what is 
done with it. But, of course, 
our two addresses are bound 
up together; the production of 
accounting information for man- 
agement is not an end in itself, 
it is a means to an end and the 
end is action. 

I hope Mr Morrow will not 
feel I am trespassing on his 
ground if I repeat something 
I said in a paper given to the 
-1949 Oxford Summer Course) 


EZ exists. lo produce goods and services 


‘When drawing up ‘annual 
accounts the. objective is to 
give information to the share- 
holders — but no one does any- 

'. thing. How different is in- 
dustrial accounting. It aims 
at action and if it fails to pro- 

. voke action it fails altogether 
in its purpose.’ 


This emphasis on accounts 
for action — if we may so call 
it — demands a radical change of . 
attitude by the accountant enter- 
ing industry -from a professional 
office. To bring home to you 
this fundamental point and to keep. any lecture on as 
practical ‘a basis as possible I have made the first 
part of it the story of a fictitious young chartered 
accountant, Mr Trier, who, four years after qualify- 
ing, has been appointed as secretary/accountant to a 
medium-sized company employing 500 work-people. 

_ He has been in charge of the audit for about three 
years and the board, an enlightened one, has en- 
gaged him with the primary object of bringing 
A! paper delivered-on November 19th, 1955, during the 
management accounting residential course of. the. Leeds, 
Bradford and District Society of- Chartered -Accountants. 
Two other papers were delivered: “The practising account- 
ant’s relationship to management accounting’, by R. G. 
Leach, Cap, F.C.A., already reproduced in the issue 
dated January 7th, 1956, and The effective use of manage- 


mént accounting’, by Ian T. Morrow, C.A., F.C.W.A., A.T.LL., 
which will appear next week. 


1°The presentation of accounting statements ‘for manage- 
ment’, reproduced in The Accountant, dated Aukt a7th 
and September ard, 1949. : 
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thoroughly up to date the existing DE 
accounting system. 


Classification of Management Accounting 


Well, Mr Trier has first to learn that- action is the 
objective of management accounting; but he will 
also learn that the information produced in the 
: management accounting system 
can be classified under two heads: 
(1) Information dealing with 
the. past. 
(2) Ee dealing with 
the future. ` 
‘The statements and reports 
with which he was familiar in 
his professional office were al- 
most always concerned with the 
post Even the prospectus (as 
‘it happened, of the. company 
be was joining), with which he 
‘had recently been’ concerned, 
hardly lived up to .its name, 
a name which suggested it 
dealt with the company’s pros- 
pects in the future. Certainly 
‘the. accountant’s report, which 
be had drafted, was strictly 
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about the past. 


certain opinions about the future 

but Mr Trier had had nothing 
whatever to do with that part 
of the prospectus, 

Mr Trier, in his new job, is going to get. 
accustomed to d with opinions about the 
future from all levels of management and will 
find ample opportunity for applying his skill and 
experience to, converting these opinions into inter- 
locking and balanced accounting statements. Forè- 
casting and budgeting are going to become routine, 
if alwdlys fascinating, EE for him. 


Typical Ee SEH Structure 


I cannot, of tourse, in this lecture detail for you all 
that Mr Trier ought to learn about his new company’ 
as a whole while he is a a the accounting 
threads of his job. I will onl 
practically nothing which is irrelevant; he must keep 
his eyes and his ears open to everyscrap of knowledge. 
that his brain is capable of. SSES eand: his 


“fingers of:recording on paper. ` 
I hope you will forgive me a personal reminiscence: 


confined to statements of fact 


The directors had expressed 


say that there is 


Reeg 
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TYPICAL ORGANAN ONAL CHART 


| 


SALES së WORKS. MANAGER 


ate GEN Sg FOREMAN ie 
and No, | No. 2 No. 3 No. 
MARKET 
RESEARCH 
Salesmen Sales 
Clerks 


I started in industry in a steelworks; I was young and 
unmarried and the opportunities of acquiring 
knowledge, once my own working day, was over, 
were limited only by the necessities of food, sleep 
asd occasional violent exercise. Besides the practical 
knowledge of steelmaking and its ancillary activities 
acquired in the midnight hours I was able to get to 
know managers and men at first hand on the job, 
a most rewarding experience. 

I must assume Mr Trier has picked up a working 
knowledge of what products the company makes, 
how they are made, how they are sold and who buys 
them. 

He must also know what everyone’s job is in the 
company and particularly how they fit in with each 
other and into the organization. For this purpose 
an organization chart is invaluable. If there is not one 
in existence- he must try and persuade management 
to have one drawn up in the interests of all. 
` A copy of what he might be given is reproduced 
above and I shall refer to it from time to time. 
You will note that the members of the management 
team, whose names are in capitals, extend over three 
levels from general manager to foreman. Also that 
there is only one man at the top level but eight at the 
third and lowest level; hence the term, management 
pyramid. ` 


Management Functions of Planning and 
‘Controlling 


Mr Trier must learn that each of these individuals, 
being responsible for a sector or sphere of the 
company’s business, is entitled to accoynting 
information about his se¢tor*or sphere. Perhaps no 
one but the general manager bas had any accounting 
information in the past; a lot of education on both 
sides and much trial and error will then*be necessary 
to set up a proper accounting service to all levels. 
Even to start on it presupposes efficient- manage- 
ment at top level. The delegation of responsibility 
indicated by the chart shows this. exists. It must, 
however, also be expressed, if Mr Trier is to have 
much: -hope of success.in his new job, in a conscious 
e of two fundamental principles: 
Management must plan ahead; and management 


Note: Membars of Management Team in CAPITAL ferters 
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must control actual operations in accordance with the 
plan. 


Guesswork and rule of thumb are useless in this 


competitive age. Unfortunately for British industry 
they still dominate a part of our economy. Our whole 
future as a great nation may well turn on the ability 
of management to manage, and in the last analysis 
this means the ability to plan and to control. Every- 
thing else, brilliant research, good design, production 
skill, sound leadership of a team of workers, sales 
drive, will fail, unless they are backed up by intelligent 
management, planning the way ahead on an informed 
basis and controlling actual operations in the light 
of up-to-date, accurate and relevant information. 
That this is no statement of theoretical principle 
but a hard fact of modern business could be supported 
by dozens of quotations from practical business men. 
Let me take one only, Sir Patrick Hennessy, deputy 
chairman and managing director of the Ford Motor 
Company. He wrote recently: 
‘Productivity is no hit or miss affair and must = 
based on sound forward planning. It is also necessary. 
to adjust and revise those plans as ci 


tances 
may dictate .during the course of manufacture: 
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Sitting back hoping “to get there in the end” after: 


setting the plans in motion will not do"? R 

Well, I am assuming that Mr Trier’s company 
has thia kind of management but that it is not 
satisfied with the existing system of EES 
information. 

How does Mr Trier set about EE an im~ 
proved service? 


Basic Accounting Records 


He must start with the basic accounting records of 
the business, that is those already existing although 


later on he may have to modify some of them and: 


even create new ones altogether. 
These records will consist of two kinds: 


(1) Those with which he is already familiar from his 
auditing experience such as sales invoices, sales 


credit notes, purchase invoices, purchase returns,’ 


receipts for expenses, clock cards, stores 


1 The Financial Times special issue on The Motor Industry, 
October, 17th, 1955. 
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requisitions and so on, all of which had formed 


vouchers, during the course of the audit, for 
entries in the books of account; and 

(2) Those records which did not directly support 
entries in the books but some of which he had 
seen from time to time when probing: more 
deeply than usual into some particular matter. 
They included customers’ orders, weigh tickets, 
delivery notes from works to warehouse, plant 
disposal notes, scrap notes, machine time records, 
labour transfer advices and.so on. 

There are two aspects of this second type of 
record which he must note: 

Firstly. They almost all deal with physical 
happenings within the company and not between 
the company and the outside world. Mr Trier 
had been used to thinking of accounting as 
concerned only with ‘transactions, operations 
and events’ in the latter sense. He has now to 
accustom himself to the importance of accounting 
for internal ‘transactions, operations and events’. 

Secondly, all the internal records are expressed 
in units of measurement of quantity or time. 
If use is to be made in Sir Charles Renold’s 
ever-memorable phrase of ‘the most nearly 
universal medium available for the expression 

_of facts’, they must be converted into money 


terms by applying a pricing factor. To find the ` 


appropriate pricing factor for each case is going 
_ to tax both Mr Trier’s accounting skill and his 
newly-acquired knowledge of the business to the 
` full, 


But before coming to more advanced matters of that 
kind, Mr Trier‘took a simple and familiar record, 
the sales invoice, and examined it under three 
headings: 

a) Entering the record in the books of account. 

8 Going behind the record to recognize the. latent 

information for management contained in it. ` 

(c) Processing the record. 

Entering the invoice in the books was very simple; 
he knew àll about that from the audit; the customer’s 
account was debited in the personal ledger and the 
sales account credited in the nominal ledger. But 
Mr Trier knows that as an industrial accountant he 
has to go behind the record to recognize its potenti- 
ality to produce a volume of information for manage- 
ment. He must study every detail on it, its number, 
its date, the name of the customer, the town or area 
in which the customer’s business is located or the 
foreign country if it is an export invoice, the goods 
or services which are detailed, the prices and dis- 
counts (if any), the final extended values for each 
item and so on. 

When.he has studied the invoice in detail he must 
decide the processings to which the invoice will have 
to be subjected to produce each. type of information 
which ‘is required. 

This processing will consist of assémbling the 
invoice with others of its kind into a suitable batch 
and then applying. to the batch, by manual or 
mechanical means, calculations apd summations 


resulting in statements and returns i the e product where this differs from the actual - -pric 


desired information. 
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What is this information and who gets ‘it? 

From the sales invoice can be got statements of: 

(1) Total sales for a period of each product, in 
quantity and value, for the sales manager. 

(2) Total sales by areas, in quantity and value for 
the. sales manager and for the salesman in each 
area who may get a commission on the sales in 
that area. 

(3) Total sales by customer category, in quantity 
and value, for the company’s specialist in 
advertising and market research. 

(4) Total sales by export markets, subdivided into 
products for the overseas agents of the business. 

Those are all obvious, straightforward statements; 
they all contain information which comes within our 
first classification of management accounting — 
dealing with the past. 

By themselves, analyses of sales for a-past period 
have only limited value. If the statements, however, 
can also be made to show for all significant figures 
the equivalent data for some comparable past period; 
perhaps the ‘previous month or the same month, a 
year ago, then some sort of yard-stick of comparison 
has been created. The sales manager will know 
whether he is doing better or worse than a month ago 
or a year ago. That is helpful to him, it is a goad to 
corrective action but: equally may be a soporific; 
the figures may be so much better than a year ago 
that he sits back and is satisfied. And yet perhaps the 
sales may be much lower than they ought 'to be; 
the capacity of the plant may have been doubled, or 
many new products manufactured or the sales staff 
may have increased or a great advertising campaign 
concluded. Sales 50 per cent up on last year may look 
good but perhaps they should be 100 per cent up. - 
. What is wanted is a budget, a plan for all to co- 
operate in creating, a blue-print for all to follow in 
action. Mr Trier asks the sales manager to hammer 
out a sales budget but he knows this is only part of 
the picture and while the sales manager is discussing 
market prospects with his salesmen, Mr Trier gets 
the works manager and the chief engineer together 
and asks them to produce a production budget. 
Meanwhile he sets to work on the financial data and 
presently there is a meeting of works manager, chief 
engineer, sales manager and Mr Trier with the general 
manager. 

Eventually an interlocked overall budget i is agreed 
of which the sales budget forms a part. ` ` 

- This sales budget. will set out the budgeted 
quantities of each artiele Which ought to be sold to 
employ the productivé capacity of the plant. For 
each article there will also be a standard selling price, 
probably ort an ‘at works’ basis, leaving delivery 
costs to be.dealt with by other means. There will be a 
standard cost, also ‘at works’, for each article and 
therefore, by deduction, a standard profit. per article.. 

The office copy of the sales invoice — heaven forbid. 
it should be the customer’s capy — can then have 
included on it the standard, selling. price of -each 


EN 


and the standard cost at works. 
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If this is done, Mr ‘Trier can Seen statements 
showing: l 

(a) Sales of all E at sub-normal prices and the 

cost of the shortfall, known as the ‘sales price 
variance’. The sales manager should have this 
for the good of his soul and the general manager 
wil certainly be interested —.too much, perhaps, 
for the liking of the sales manager. 

~ (b) The total profit, at standard values, on the actual 
sales of each product line during the given 
period. Here also both general manager and 
sales manager should have a copy and Mr Trier 
himself has a ready-made bass for his own 
periodical profit and loss account. 

There are further refinements that can. be intro- 
duced if the need is there, such as a calculation of the 
shortfall of profit, known as the ‘sales mix variance’, 
caused by selling more of product A. which carries 
only 10 per cent profit, and less of product B., which 
carries 20 per cent profit, than was laid down in the 
sales budget. 

-Perhaps Mr Trier has. found greater riches of 

information in the humble sales invoice than be had 
expected when he first joined the company. Some 
were there on the face of it when it left the works, 
others have been added on the internal copies, the 
remainder only appear when the sales invoice is 
processed. in combination with other documents. He 
has learnt that the bare information was much 
improved in value if it. was set out in comparative 
form with similar figures taken from similar state- 
ments of previous periods and that comparisons 
with budgeted figures were better still. 
_ Now let us take an example from the second batch 
of basic records, those which dealt quantitatively 
with some internal happening. I have selected the 
scrap note and to be specific, let us assume eo units of 
product A. have been scrapped at the inspection 
stage after the raw material.has been subjected to the 
first process in the whole sequence of operations. 

We will go through the various stages. 

First, entering the record in the books of account. 
There will be no entry in the financial books but in 
the cost records there may be an entry: 

debit ‘cost of scrap made’ account; and 
. credit ‘cost of production’ account. 
But such an entry presupposes that Mr Trier has 
studied the scrap note in detail to see what latent 
information is contained in it. He will want to know 
if it contains enough detail to answer the following 
questions: ee 

(a) What was scrapped, hdw much of it and how 

much had it cost up to the point SR it was 

ped?. 
We eae know it was 50. units of product A. that 
will be shown on the scrap note when it left the 
inspection department. But what did it cost? Only 
the accounts department can answer that. They should 
have a cost layout sheet for product A. which will state: 


(1)'the eamount of mategial required for say oe | 


: units and the price of the material; 
=. (2) the sequence of operations and the time. required: 


at each ‘operation to process 100 units by 
machine or by hand, as the case may be; 


(3) the cost per hour of each operation, including”: i 


machine costs, labour costs and overheads, 
‘possibly split between variable and fixed items. 


So Mr Trier can evaluate the 50 units scrapped at 


first operation: 


as s0 much for material cost; 

plus so much for first operation cost. 
From this total he deducts any scrap value the 5o 
units may have and he has the net cost of the scrap. 
But he has another question; a very important one: 

(b) Why were the 50 units scrapped? ° 

I mentioned some time ago that Mr Trier may not 
find the basic accounting records contain all the 
information that is desirable — here is a case in point. 
Scrap may have been accepted as a necessary evil and 


no one has bothered to find out what causes it, or it 


may be considered they know all about the causes 
and it is not worth while having any statistics as to 
the relative importance of the different causes. 
Mr Trier was perhaps struck in his various visits to 
the works with the amount of scrap that is made and 
may decide that something more ought to be done to 
cut it down. So he talks to the inspector and gets a 
list from him of the reasons why he rejects work, 
and he goes to see the works manager with the list 
and a revised form of scrap note which now has a 
line on it ‘reason for scrapping’. After some argument 
with the works manager he gets him to agree to’ put 
in the new form of scrap note—on trial, but of 
course, Mr Trier is quite determined it is going to be 
permanent. 

Incidentally, the inspector has told him the 50 
units of product A. were scrapped because the wrong 
material had been used — Mr Trier does not mention 
this to the works manager; he knows when to keep his 
mouth shut but he says to himself: ‘All in good 
time; there will be other cases where this happens; 


presently I will be telling the works manager what. 


they all cost, and maybe he will then take some steps 
to tighten up the system of labelling material and 
issuing it to the first operation machines.’ 

Now let us jump 4 stage and assume Mr Trier has 
got his new scrap notes in operation. They have to be 
processed in the accounts departmient. That means 
that they must be priced at the cumulative cost 
appropriate to the process at which scrapping takes 
place, which may be at any stage right up to final 
inspection of the finished product. The scrap notes 
must then be listed by processes and by causes and 
possibly by products as well. 

There is now available for management, informa- 
tion about all scrap made in the works. 

We will consider it under the following headings: 

(a) What information ts available? 

This has already been indicated as the total cost 


of scrap at each process, the causes of the scrap 


and the products that have been scrapped. 
` (b) Who gets the information? 
e foreman of each production section should 
get a scrap return for each operation under his 
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control. The works manager should get a copy 

of each foreman’s return. The general manager 

b should get an overall return giving the total cost 
of scrap at each operation and an analysis into 
causes. 

(c) Speed, accuracy and frequency | 
Scrap is a subject on which speed of information 
is vital so that corrective action can be taken as 
quickly as possible to cut down or avoid future 
scrap. 

The flow of scrap notes to the accounts 
department should be steady, the pricing prompt 
and the listing a routine matter so that the 
information is available within a few hours of the 
end of the period selected for each return. 

Accuracy will depend on two factors. One 
consists of the original entries on the scrap 
note at the inspection point as to process, 
quantity, product and cause; the second is the 
cost factor applied in the accounts department 
where Mr Trier must ensure that all product 
layout sheets are kept up to date. But it is 
better to use a slightly out of date cost than hold 
the whole job up while a lot of new costs are 

` worked out —speed leading to corrective action 
in the works is the determining factor. 

Frequency of return will be a matter for 
agreement between Mr Trier and the foremen, 

’ works manager and general manager respectively. 
There is no hard and fast rule but probably a 
weekly return to the foreman and works manager 
and a monthly return to the general manager 
will meet the case. But Mr Trier must always be 
prepared to vary the frequency of returns if 
circumstances change. The use of new materials 
or the maufacture of new products or the in- 
stitution of new processes may require even 
daily returns for a time. 

d Routine returns and special reports 
. The scrap returns have been envisaged on a 
routine basis but Mr Trier must always be 
prepared to put in a spot check and make a 
spectal report on scrap. He may be asked to do so 
if something appears to be going wrong at some 
process and abnormally high scrap is being made 
or he may decide himself, either from the figures 

" or from his own visits to the works, that a 
special investigation is necessary. 

He will arrange this with the works manager 
and will make his report to him because by this 
time Mr Trier is on the friendliest terms with the 

= works manager and no longer considered an 
interfering young man from the auditors. 


One final point before we leave scrap notes. Mr 
Trier has been able to install a system of budgets to 
cover all the activities of the business and included 
in the production budget he has agreed with the 
works manager the standard allowances for scrap at 
every process. 

His scrap returns, therefore, always show for 
comparison purposes the cost of actual scrap against 
the budgeted allowances for scrap. These budgeted 
allowances are not fixed, invariable figures but 
adjusted in accordance with actual peoduction; they 
thus form a reliable basis for comparison. Moreover, 
if new manufacturing. methods are introduced new 
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scrap allowances are worked out, probably on a trial 
and error basis, so that the budgets and the com- 
parisons are always kept up to date. ` 

I have reversed the normal order of things in a 
lecture of this kind by dealing with the particular 
before the general. I have taken the sales invoice and 
the scrap note as examples, and have tried to show 
you what happens to them in industrial accounting 
as basic records from which is culled a multitude of 
accounting information for management. 

I could have taken every one of the basic records I 
mentioned to you- earlier on and a whole host of 
others and explained how each one must be studied 
by the industrial accountant and from it extracted all 
that information which management needs to run a 
business. There is no other source of this information 
than the basic records and each one of them in turn 
must be criticized and reviewed from time to time by 
the industrial accountant. If any data on a record is 
not being used it is a waste of time and effort to 
record it in the first place and a waste of more time 
and effort to process it in the accounts department. 
The whole record itself may be unnecessary; it may 
have been instituted originally to record some fact 
that management was interested in getting information 
about. ‘The interest may have waned, the information 
ceased yet the record is still kept and processed. 
Pruning in such cases must be ruthless. 

“After that warning note and having given you two 
examples of basic records, I am going to ask you to 
accompany me just oncé more as there are some 
general remarks I wish to make which could not 
conveniently be introduced when we are cae 
with the particular. 


Entering the Basic Record in the Books of 
Account 


No audience of chartered accountants needs a lecture 
on this subject. But if the principles of making an 
entry are as firm and unshakable as the foundations of 
Moorgate Place itself, both the books of account and 
the actual methods of making an entry in them are 
moving far from the old days of heavy bound ledgers 
entered by a crabbed old clerk with pen and ink 
under a spluttering gas jet. Now the ledger may be a 
magnetic drum revolving at tremendous speed with 
the accounts figures stored on it occupying a minute, 
almost invisible; area and the entries to the accounts 
may -be made by electrical impulses generated by the 
incredibly swift passage. of a strip of perforated tape 
across a reading head. . 

- Such is progress, and yet the crabbed old clerk has 
not really disappeared, the human element never can 
be entirely eliminated. The machine does not think 
for itself; on the contrary, it can only obey. It is true 
it will obey nearly instantaneously and with super- 
human accuracy a vast string of instructions — the 
programme — created by its human master. He is a 
specialist — he is one-half pf the crabbed old clerk, 
the half that knows — from training and sheer 


slogging away — what has to be done and how to doit, `. 
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only the programmer does not actually carry out the 
work the clerk used to do, the machine does that 
according to the instructions given to it by the 
programme. The other half of the crabbed old clerk 
has probably been reincarnated as a young woman, 
the young woman -who punches the tape from the 
prea basic record itself. 

Even she may not be necessary in future in certain 
cases where the record itself is created within the 
organization. It is now possible for a production 
machine to record its own output automatically on to 
perforated tape which is itself the input to the elec- 
tronic computer. 

But we must pursue no longer these fascinating 
by-ways of the new accounting age. For you as 
auditors, new problems are posed by the new 
machines and the industrial accountants are faced 
with many new problems of internal organization 
and methods. I don’t doubt both will find their way 
through them without having to abandon the basic 
principles on which accountancy is founded. 

There must still be books of account — if ‘books’ 


can be stretched to mean storages of information; - 


and there must still be entries in those books from 
the original basic records recording all those ‘transac- 
tions, operations and events’ with which accounting 
is concerned. There must still be vouchers supporting 
those entries and there must still be auditors examin- 
ing those vouchers and satisfying themselves of the 
. correctness of the entries in the books of account. 


Going Behind the Basic Record 


But if an auditor accepts a charge or credit to an 
account because he finds a supporting voucher, an 
industrial accountant questions why the charge 
has been made and what process or product has had 
the benefit. The critical sense and the meticulous 
attention to detail which are hall-marks of a trained 
accountant are very much required’: in management 
accounting. 

The accountant in industry must not only be 


trained in the techniques of his craft but he must be 


able to adapt them to the practical requirements of 
his particular organization. He can be no back- 
room boffin, no juggler with the mysteries of an occult 
craft, not even a fiddler of the figures, he must 
know what goes out of the works door and what 
comes in; he must even know what goes on inside the 
works itself! The general manager may respect 
Mr Trier’s skill with a bdlantte sheet even if he stays 
in his office all day but bé will have no influence 
on management decisions at any level, other than the 
purely financial, unless his opinions Are based on 
practical knowledge of works processes and pro- 
cedures, machines and methods of handling and on 
‘personal knowledge of the men in the management 
team from general manager at least down to foreman 
level. 
The last point is most important. The accountant 
a a personal service to management. As 
chartered accountants we are members of a great 
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profession and it.is an outstanding characteristic 
of a professional man that it is his personal qualities 
of integrity, skill and judgment which are the res? 
guarantors of the advice he gives, the service he 
renders. 

To those qualities one must add for an sten 
accountant — perhaps for any accountant — the ability 
to see things through the other man’s eyes. The 
accountant is part of the management team and he 
must immerse himself in management problems if he 
is to succeed, through the provision and use of 
figures, in helping to find solutions to those,problems. 
His lens must be bi-focal, one lens seeing things from 
the accounting viewpoint, and the other focused on 
the management aspect. 

Only then will he be able to extract from the 
accounting records all the vital information which has 
continually to be pumped through the arteries of 
communication of the management corpus. i 


Processing the Records 


It is in the sphere of processing the records that the 
accountant, qua accountant, really comes into his 
own. He must select the staff and train them, choose 
the methods and procedures, buy the machines 
and equipment and supervise the whole accounting 
department and few will want or dare to interfere. 
Criticism of results, in the form of information 
flowing out to management, and of the cost of 
getting such information, he must expect and will 
anyhow certainly receive, but few managements are 
interested in the internal processes of accounting. 
This puts the greater responsibility on the account- 
ant; quite a lot of his time and his skill must be 
given to being an office manager. He must not preach ` 
efficiency to others and allow inefficiency under his 
On nose. 

What can he do to keep himself and his depart- 
ment efficient? The answer would provide material 
for many lectures in itself. The essential thing to 
remember is that the accounts department is a 
service department. If any of its services are Dot 
being used the accountant must discover why. If, 
after investigation, he is satisfied the particular need 
no longer exists (there probably was one originally 
when the information was asked for and was acted on), 
he must scrap that return or statement ruthlessly. 

(1) Returns may be madé too often. Circumstances 

change; a weekly analysis of overtime may be 
sufficient under stable conditions whereas 
previously a daily return was wanted. 

(2) Returns may be too detailed. Sales analysis down 

. to each sub-species of product may be unneces- 

sary; product grouping may be practicable. 
Approximations may be all that is required; the 
four places of decimals attitude must be avoided. 

(3) Information may be over-costly in relation to its 

value, ‘This is delicate ground; only the user 
can determine value-but the accountant can 
- ensure he*never loses sight e cost. 

(4) The accounting methods may be antiquated. Here 

the accountant must seek the help and experience 


of other accountants and office managers: 
' attend business efficiency exhibitions; read 
papers, hear lectures and even—so long as he 
always remembers the motto caveat emptor — call 
in office systems experts and the salesmen of 
office machinery. 
WO SE training of the staff and their supervision may 
be inadequate. ‘The chartered accountant has had 
the great good fortune to be trained under 
articles and the direct personal guidance of 
qualified seniors and his own principal. To him 
it should be second nature to make.. proper 
provision for training his own staff in all their 
duties and not-only in the -narrow sense of 
ensuring proper execution of the task, but in 
their broader understanding of the meaning of 
their work in relation to the business as a whole. 
The accountant can provide no adequate service 
to management unless every member of the 
accounts pyramid of which he ronne the apex 
is playing his proper part. 

The accountant cannot know every figure, he 
cannot check more than a few; like his practising 
brother he must rely on the integrity, thorough- 
ness, accuracy and speed of his staff who have, 
in fact, processed all the records through their 
various stages to produce the returns for which 
he takes the credit and the responsibility. 

Good second level supervision is essential in 
all but the smallest accounting departments and 
selection of new blood and promotion of promis- 
ing juniors is a task that cannot be delegated and 
must never be neglected by the chief accountant. 


What Information is Available ? 


I have already set out a few examples from the mine 
of information that lies tucked away in the humble 
sales invoice and in the scrap note. Each of you will, 
I am sure, know from your own experience the many 
types of information which can be obtained from the 
other basic records to which I have already referred. 

Here are a few unusual-ones which I have met in 
practice. 

From the sales credit notes was obtained in- 
formation on the causes of customers’ returns, 
‘such as pricing and calculating errors in the invoice 

~ department, wrong products being sent from the 
dispatch department, inferior quality goods being 
passed by inspection and so on. 

From the purchase invoices for rail and road 
transport services comparisons of comparative 
rates were obtained, leading to cost studies on the 
advantage of running the company’s own road 
vehicle service, operated under contract by a 
transport company. 

From the sales ledger balances lists were obtained 
of export debtors for credit insurance purposes. 

From the customers’ orders an analysis was made 
of all small items, that is, valued under £r. As a 
result, extras for small orders were imposed which 
had such a discouraging effect that to the mutual 
advantage of company and customer longer runs on 
the machines became possible. 


“The list is endless, of course, and the industrial 
accountant must always be on the lookout for new 
information that throws.up a weakness and leads to 
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action. He must always remember that if he has . 
been brought up to do abs right, GE 


SCH wants to do things better. 
Who Gets the intoeijation d 


In the examples I gave you, I touched on information 


going to the general manager, the sales manager, 


the advertising and market research specialist, the 


works manager and the four production foremen, 


besides Mr Trier himself; who i is also a member of 


management. - 

All these people will St get a lot of other informa- 
tion from Mr Trier, for example: 

The sales manager will get analyses of orders 
received and op hand, of finished -stocks available 
to meet new orders as distinct.from stocks packed 
and ready for shipment, and of sales expenses, 
internal and external. 

The works manager will get activity and efficiency 
statements for every production department, stopped 
time analyses, labour 
turnover, lateness and absenteeism statistics, accident 

frequency and severity tables, materials receipts, 
consumptions and aoe and orders outstanding and 
so on. 

-There are also on the organization chart: 


Wë The chief engineer who will get comparisons of 


actual capital expenditure against authorized 
amounts, a copy of the works manager’s stopped 
time. analysis to see what machine breakdowns 
have taken place and where tools are short, a 
statement of power consumption to watch 
power factors and maximum demand and 
analyses of the costs of maintenance of plant and 
of buildings and the costs of service departments 
such as internal transport and works vehicles. 
re The product and process engineer will get a 
copy of the scrap returns and the stopped time 
analysis to help him in his job of trying to 


improve both products and processes in order 


to reduce scrap and to increase productive hours. 


Speed, Accuracy and Frequency 
In the case of the scrap returns speed was essential; 
there are few cases of information for management 
where it is not a vital factor. 


The accountant, however, knows that speed in 
accounting is just like speed in other forms of activity 
—it costs money. He must balance the cost against 


the real value to the recipient and to the business. 


Perhaps one can say, th more the information is 
wanted and used for action purposes the more is 
speed called for — or is that just saying that men of 
action are véry impatient, certainly the most active 


managers seem to be. 


Accuracy is a matter of degree, having regard to the 


use to which the information is to be put — we always 


come back to that. The accountant must consider 
each case on its own merits; the financial budget ` 


may be sufficiently accurate. if all figures are in 


7 EE of pounds but the estimated cost of a "28 


product may have o be expressed in decimals of 


39 


erformance records, labour 


- 


, tions. Where management is inte 
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penny. It is always worth while for the accountant 
to spend some time in deciding the correct degree of 
approximation to be used in any return or report. 
Few things excite more derision on the part of the 
practical man than the accountant’s attempt to 
impute a spurious accuracy to matters which the 
practical man knows to be guesswork. 

Frequéncy of information is also a problem for 
decision on the merits of each case and again the 
criterion is action — action by the user. Here it is 
probably best to a ae the attitude that the customer 
is always right. I well remember the case of a depart- 
mental manager who wanted daily labour performance 
records. 

Other departments had them weekly but he 
insisted on daily returns and he got them when the 
accountant found that at ro o’clock every day he 
was going round the department talking to every 
machine operator whose performance the previous 
day had been below standard and finding out by a 
personal chat what had held them back, perhaps a 
row with the wife at breakfast or a hangover from the 
night before. , 


Routine Returns and Special Reports 


Many of the returns from the accounts department 
must be organized to go out on set forms at set 
times to the same people but standardization of 
presentation is to be avoided. The accountant 
naturally leans towards uniformity; having drafted 
a return to include all the relevant information on a 
subject it is easy to have it stencilled or printed and 
then send out so many copies every week. It is easy 
from the accountant’s point of view but it is not 
always easy for the person receiving the information, 
and as I have so often emphasized in this talk, he is 
the person who matters. He is usually not so well 
trained in the understanding of figures as the ac- 
countant and he may well draw wrong conclusions 
and wrong conclusions lead to wrong actions. So the 
accountant should follow these rules in regard to 
his routine returns: - 

(1) Agree beforehand with each user exactly what 
information is required to be shown and take it 
with a good grace if foreman A. wants rather 
different figures from foreman B. 

_ (2) Wherever possible, himself take the first return 
of a new type to the user and explain to him 
what the figures mean. 

(3) Ask for suggestionse Dron the user abott the 
design of the return apd don’t get it printed 
until the user is satisfied with it. 

(4) Make the returns as self-explanatory as possible 
but always be prepared to add explanatory notes 
or remarks on special features. . 

In addition to the routine returns derived from the 
basic accounting records, the industrial accountant 
will frequently be asked to make special investiga- 

Ge and im- 

a? routine retusns çan never satisfy the thirst | 
information; the accountant will be subjected to a 

. constant stream of demands for special investigations 


into every conceivable aspect of the business. For 
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the accountant this is one of the most interesting vw 


aspects of his job but it is very hard work and usuall 
against the clock, as investigation work always seems 
to be. 

As he gains experience of management’s problems 
and settles down as a member of the management 
team, he will himself initiate investigations. It is a 
red-letter day for any young industrial accountant 
when he walks into the general manager’s office 
and for the first time says: ‘I have been thinking 
about such and such a problem and here is a report I 
have written which you may like to have.’ Even if 
nothing happens he has made a constructive contri- 
bution to management for. the first time without 
being given instructions. 


Here are a few subjects on which I have seen a ; 


report by the accountant become the principal guide 
for a management decision: 


(1) The most profitable employment of a key factor , 


of production, for example, during a period of 

steel shortage, a table of the profit per ton of 

steel according to utilization over a range of 
products. 

(2) The establishment of a table converting an in- 
.crease of a pound a ton in the price of a raw 
material into points of discount on the selling price 
lists of a great variety of products, 

- (3) The comparative advantages of a self-service 
cafeteria in place of a canteen with waitresses. 

(4) The installation of diesel-engined generators 
SECH purchase of power from the. electricity 


Employment of Accounting Information ‘for 
Purposes of Measurement: Comparisons -of 
Actual with-Standard and Budget 


I have left standards and budgets to the very end 
of this address although I have had occasion several 
times to point out how the provision of ‘budgeted 
figures for comparison purposes vastly aided the 
study and use of actual figures. ` ` 

I am sure you will not want to hear from me on a 
subject that could well take another hour. I cannot, 
in these circumstances, do better than refer you to 
the notes issued by the Institute eighteen months ago 
on management accounting. These deal so admirably 
with the advantages of employing budgets for 
purposes of measurement that it would be an im- 
pertinence on my part to enlarge on them in this the 
‘general part of my talk. I commend them most 
heartily to you. 

This is not a meeting SÉ Scottish chartered 
accountants but we are in Yorkshire, so I would 
= add the notes are a free issue to members. 


Conclusion 


When Į started to write this lecture I was enjoined 
to be practical; I was told you would be tired of text-: 
books, saturated with theories and sceptical of 
generalities. 

I have tried to show you the practical approach to 


x 
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management accounting through the basic accounting 
. records. I hope I have persuaded you, if persuasion 
was needed, that management accounting uses 
fundamentally the same tools and techniques as the 
accounting with which we all became familiar in our 
auditing days. 

I cannot do better than quote from the preamble 
to the Institute’s booklet on Management Accounting, 
to which I have just referred: 


‘Successful management accounting requires a 
detailed study of the needs of each particular 
business. In some businesses the work involved may 
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be simple and in others, it may be highly complex.’ 

I have tried to explain how the information ob- 
tained by the industrial accountant from the basic 
records can at first be on simple lines but can be 
gradually expanded into more complex forms, the 
rate of progress depending on the accountant’s 
ability to produce and management’s ability to 
absorb and act. 

Never forget that management accounting is 
management plus accounting. 

In the end, management gets the accounting it 
deserves. 


WEEKLY NOTES 


New Year Honours 


In our last issue it was our privilege to congratulate 
those members of the profession whose names 
appeared in the New Year Honours List. We should 
now like to congratulate also Mr E. L. Wright, 
A.C.A., Director of the Accountants’ Division of the 
Board of Trade, who has been awarded the C.B.E. 


Hospital Costing Returns 


Hospital Costing Returns is published annually by 
the Ministry of Health with the object of encouraging 
hospitals to make comparisons of costs and to 
investigate reasons for differences, with a view to the 
promotion of economy and increased efficiency, and 
to improve methods of administration. 

The volume just published! contains the costs -of 
over 2,500 hospitals for the year ended March 31st, 
1955, in two groups: Part I, non-teaching hospitals 
(nineteen types); Part II, teaching hospitals (fourteen 
types). The first section of the tables in each part 
shows the number of staffed beds available, per- 
centage eof occupancy, average stay per case and 
number of out-patient attendances. Then follows 
the cost per patient per week under (a) running 
charges (those which tend to vary with the number 
of patients), and (b) standing charges (those which 
tend to remain unaltered by normal variations of 
occupancy), a cost being shown against each hospital 
for each subjective heading of expenditure, these 
corresponding to the headings of the financial 
accounts, e.g. provisions, drugs and dressings, 
salaries and wages, etc. Direct credits (staff: rent, 
board, lodging, supplies and services; trading ser- 
vices, etc.) are deducted from the total of standing 
charges and the resulting figure added to the total 
of running charges to give the total net cost. This 
figure is then adjusted to allow for expenditure on 
out-patients and again for a vacant bed factor. The 
adjustment for out-patients is made on a notional 
basis by assuming that five out-patient attendances 
. represent the costing equivalent of one in-patient 
day. The vacant bed factor is assumed to be the 


difference between the average cost per week ofe 


1 H.M.S.O., price 17s 6d net. e 


maintaining a patient and hes average cost per week 
of maintaining a staffed bed based on the total 
amount of ‘net standing charges’. 

The returns are substantially the same as those first 
published in respect of the year ended March 31st, 
1951. From the start they have been the subject of 
considerable criticism, the main complaint being 
that costs calculated on subjective headings of ex- 
penditure and which, therefore, ignore the variations 
in departments and services, even in hospitals of 
similar type and size, do not afford a true Gas for 
comparisons. The present returns may be the last 
to be published on the basis of subjective headings 
as in the foreword it is stated that the Ministry of 
Health contemplate the ultimate introduction of a 
more informative system of hospital costing based on 
the departments and services of a hospital. Such a 
system was recommended in the report of the 
working party on hospital costing. 


Steel Prices and Investment 


A note last week discussed the prospective level of 
steel output in 1958 and 1962 on the assumption 
that the output of steel expands at the same rate as it 
has done over the last few years. In a new publica- 
tion called Steel Review the British Iron and Steel 
Federation has formally announced that the develop- 
ment programme for the industry will be reviewed 
in the light of this assumption in the near future. 

It is of interest that the Review raises the question 
of finance for an accelerated programme. It points 
out that capital expenditure is likely to be about 
£80 million in 1956 and, gs last week’s note pointed 
out, it may go up to agate of £120 million a year on 
current prices. Since the war the industry has raised 
about half its capital from its internal resources and 
the Review drops a substantial hint that if this is 
to be done in future the gross profits of the steel 
industry will have to increase. This in turn will mean 
an-increase in prices. It has been official policy since 
the war to keep steel cheap and this has helped to 
worsen a series of critical shortages which have from . 
time to time been alleviated*on paper byeallocation 

systems. These have rarely worked satisfactorily fg 
long and the time may be coming when the policy. 


a ` THE ACCOUNTANT 


of ge steel may have to be jettisoned if future 
expansion of the industry is to be financed to any 
great extent from internal resources. The Iron and 
Steel Federation clearly feels that the time has come 


for re-thinking on price policy. 
oS Stable Prices 


The decision of the cement industry and of certain 
tile manufacturers not to increase their prices until 
at least June 1956 is an interesting development in 
the. fight . against creeping inflation. Sir Malcolm 
Trustram Eve, independent chairman of the-Cement 
-Makers’ Federation, and Mr R. S. Jukes, chairman 
of the Plaster Board Association, have both said that 
it is vital in the public interest that some positive 
action should be taken to slow down the inflationary 
spiral, There is no’ doubt that a conscious and 
successful attempt on the part of industry to hold 
prices would have a beneficial effect on the climate 
of industry early in 1956, when a number of large 
wage Claims have to be considered by key industries. 

Many companies are now acutely conscious of the 
-pressure of upward costs on their profit margins. In 
the last- few weeks several large concerns have 
reported bigger turnover in their last trading year, 
accompanied by smaller profit margins. In many 
cases, this is due to the upward pressure of costs, 
and it is noticeable that the companies particularly 
vulnerable to this pressure are those which have to 
buy-in large quantities of materials and components. 
The answer to this problem, and it is one which the 
motor vehicle industry has adopted, is to increase 
the rate of capital investment and so reduce internal 
costs per unit of output. In this way it is hoped to 
offset rising external costs with falling internal costs. 
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It is clearly important that this problem should be 


handled quickly, because those companies which ~ç 


wish to go tothe public for finance in order to expand 
capacity will not find their task made any easier if ` 
they have to state their case in the capital market 
against a background of falling ee pèr unit of 
capital employed. 


The United Kingdom joins I. F, C. 


The object. of the International Finance Corporation 
is to encourage the growth of productive private enter- 
prise in its member countries, especially in, the less 
developed areas of the world. 

The Corporation will invest in such enterprises even 
though they have not got a Government guarantee, 
which is one of the conditions upon which the World 
Bank has insisted in the past. The Corporation 
comes into existence when thirty governments, who 
are at present members of the World Bank, subscribe 
$75 million towards its capital and accept member- 
ship of it. The British ‘shareholding is put at $144 
million, making it the largest shareholder after the 
United States which is to subscribe just over $35 
million. Last July, Parliament passed the necessary 
legislation to permit this country to join the Inter- 
national Finance Corporation, and the British Am- 
bassador in the United States signed thé articles of 
agreement on October 26th, 1955. In December an 
order in council was approved providing the Cor- 
poration with the necessary privileges and immunities 
in the United Kingdom and it has been announced 
this: week that this country has formally joined the 
organization. A formal instrument of acceptarice has 
been deposited with the International Bank in 
Washington. ; 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


“Taxing of Dividends’ 


Sir, — With reference to the article in your issue of 
December 31st by Mr Max Englard, there is one 
passage in the paragraph entitled ‘Contango transac- 
tions’ which is, I think, misleading. 

` Mr Englard says, in relation to contigo dividends 
credited by the broker, 

‘the net amount is treated gs income liable to tax 
. and not as actual dividends that had already borne 
` tax’, 

This statement is only true in the case of persons 
engaged in financial business who are taxable on 
profits derived from investment dealing. Thus other 

ersons credited with contango dividends are not 
liab iable to tax upon them since, as Mr Englard states, 
they represent merely price adjustment and are 
- therefore capital items. 


Youts faithfully, 


L London, Era. A: D. WARDLE. 


[Mr Max Englard writes: I am obliged to your 
correspondent for raising this point. As implied by 
the name of the case mentioned and the last sentence 
of the paragraph in question, the statement queted is 
to be restricted to investment dealing companies. ] 


Maintenance of Capital in Times of Changing 
Prices 


Sir, — One’s thoughts go back to the late nineteen 
twenties when a number of companies were finding it 
impossible to earn profits on the conventional account- 
ing basis owing to the high prices at which they had 
bought plant and equipment and stocks. Capital 
reconstructions. were the order of the day. Fixed 
assets were revalued by reference to the lower values 
then operating; trading stocks were written down and 
the resultant losses were either written off the share 
capital or against reserves. The upshot was that the - 
future charge fer depreciation was reduced, trade 


° losses were replaced by trading profits and it was 


possible to resumie the payment of dividends. 


January 14th, 1956 


I do not recall that-any objections were raised at 
the time to what was a very sensible course of action;. 
yet when the current value of assets rises much above 
the original cost, objection is taken to increasing the 
depreciation charge and restricting the amount 
distributed in dividend. No one has yet explained to 
my satisfaction why what was done in 1929 is right, 
and what a great many people feel should now be done, 
is wrong. 

Yours faithfully, 


London, N27. CHAS. W. ASTON. 


Sm, ~ I am impressed with the simple and compelling 
manner in which Professor F. W. Paish has dealt 
with this problem in his article published in the 
December 17th, 1955, issue of The Accountant. 


With great respect, however, I cannot accept as . 


complete the corrections which Professor Paish 
recommends that we make to historical cost accounts 
in order to get real profit. 

He goes no further (first column of page 677) than 
suggesting that the charges in the profit and loss 
statement for cost of goods sold and depreciation 
should be corrected so as to take account of changes 
which have occurred in the value of money. The 
inadequacy of these suggestions is clearly enough 
implied in what Professor Paish himself has said in 
earlier parts of his article. In effect, he has said: 


(1) (The first paragraph in page 676). True profit 
is what is left after true capital has been main- 
tained intact. 


(2) (Lower part of second column of page 676). In 
a period when matches increase in price to the 
same extent as goods and services in general 
increase in price, a match-seller who provides all 
his own capital will make no profit if, at the end 
of,the period, his assets are no more than the 
same quantity of stock as he had at the beginning 
of the period. If, however, the whole of his stock 
is financed by borrowed capital and if he keeps his 
liabilities down to the same money level as 
existed at the beginning of the period, then an 
increase in the money value of his stocks will 
represeni real profit to him because, in this case, 
the deterioration in the real weight of his 
liabilities accrues as a profit to the match-seller in 
his capacity as a debtor. 


Professor Paish has not carried the implications of 
these comments through into his later paragraphs. 
An overwhelming majority of businesses have 
included in them assets additional to stock and plant 
and, unless capital invested in these other types is 
also maintained intact, it cannot be claimed that the 
correction of the charges for cost of goods sold and 
depreciation will maintain all capital. Clearly enough 
a third suggestion is called for. This is a charge to 
. the profit and loss statement for ‘Deterioration of 
capital invested in cash, debtors, Government loans 
and water board debentures’. $ 

It must be recognized also that all businesses carry 
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liabilities of some sort. The corrections suggested by 
Professor Paish in relation to cost of goods sold and 
depreciation will have the effect of maintaining intact 
not only the capital which the proprietors of a business 
have invested in the stock and plant but also the 
capital which creditors have invested in those assets. 
I have some confidence that the proprietors will not 
make available to the creditors of their business the 
advantages of an accounting system which maintains 
the creditors’, as well as the proprietors’, capital 
intact. In order to get at the truth, therefore, we 
want another item in the profit and loss statement. 
This will be on the credit side and be described as 
‘Gain on deterioration in the real weight of our 
liabilities’. 

The accountants who have explored this interesting 
piece of country have, by now, made a well-worn 
track along the line which, in his suggestions, 
Professor Paish has followed. So much has been 
written by those who have followed this track that it 
has been a matter requiring great concentration to 
detect the occasional writer who -has given the 
complete solution in accordance with what I have 
added above to Professor Paish’s suggestions. I 
know of only one writer in England who has given 
the complete solution. This is Mr B. J. Davis, who 
stated it clearly enough in the August 1950 issues of 
your journal and who repeated it in more compre- 
hensive form in his book Inflation — Its Treatment in 
Accounts, published by Gee & Co (Publishers) Ltd 
in April 1953. The complete solution — and I have 
some confidence it is the only one — was provided 


` also by Mr Henry W. Sweeney, of U.S.A. May we, 


with due humility, note that Mr Sweeney published - 
his solution (Stabilized Accounting, published by 
Harper & Brothers) in 1936? 

Although what I have said above deals with the 
problem through the profit and loss statement, [ make 
the suggestion to any of your readers who are still 
interested in this subject that they stay away from the 
profit and loss account. As Professor Paish has said, 
true profit is the difference between the purchasing 
power of capital (proprietors’ capital only, please) at 
the beginning of the period and the purchasing power 
of capital at the end of the period. The ages of the 
several fs included in both opening and closing 
capital of any period can be determined with very 
little trouble by reference to the ages of the 
which the net assets representing such capital are 
recorded. The several chantities of £s of different 
ages can be revdily See? through a general 
price index, to ‘end-of-the-period’ Za and capital 
at the begifining and end can then sensibly be com- 
pared. The excess of the latter over the former is 
true profit, due allowance being necessarily made for 
any interim drawings or any fresh capital introduced. 
It is all so simple, but anyone still in doubt might refer 
to Mr Davis. : l 
e Yours faithfully, `" 


Sydney, Australia. A. R. MUTTON.® 
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FINANCE AND COMMERCE 


A four-day week in the motor industry, Middle East 
uncertainties and a gilt-edged market weak on new 
loan and credit stringency developments, have 
brought dullness to the Stock Exchange. The buoyant 
tone at the turn of the year has given place to falling 
prices although selling has not been pressing. The 
market, however, invariably deals in extremes and 
price movements have been exaggerated by technical 
considerations. 


A New Half-timer 


This week’s reprint gives all the material- informa- 
tion provided by the directors of Hope & Anchor 
Breweries Ltd in a six-months’ progress report, the 
first to be issued by the company. It is not an exact 


reproduction. The dissection of the £ of income, for - 


instance, just gives the figures, whereas in the 
original it occupies a whole quarto-sized page of 
diagram and in the distribution of shareholdings, a 
block graph shows at a glance the relative size of the 
groups. We have also omitted the last page giving 
the names of the directors, officers, area managers 
and the personnel at the twelve distribution depots. 
And the pictures in colour of the bottles of ‘good 
cheer’. 

The report is introduced with a word to share- 
holders that the directors feel they are providing a 
service which the members will appreciate and which 
is in line with the best modern practice. 

Efforts have been made, it is stated, to provide the 
maximum information available in a compact and 
readable form. But if shareholders would like to 
have any additional information incorporated in 
future reports, the directors would be pleased to 
receive suggestions and where practicable, share- 
holders are told, the suggestions will be incorporated. 


Any Suggestions ? 


We have no authority for extending this invitation to 
readers of The Accountant, but we feel sure the board 
‘will not mind our doing so and, in fact, will probably 
be interested to read through the medium of this 
column such suggestions as readers may care to put 
forward. 

As a general Bee we would suggest a short 
report be the chairman on_business conditions. and 
the general run of trade. We fave said in comment 
on half-time reports issued by other companies that 
the report was all words and no figures — and that 
it was figures that mattered more than nicely worded 
descriptions to the effect that ‘profits for the half- 
year show an encouraging improvement’. Here is a 
case, however, where words of explanation would 
have been welcome. 
. For instance, run down the first column of ‘Earnings 
and apprepriations’, the figures for ‘Profit before 

ation’: following {£125,474 for the year to March 
1954 and: £132,178 for 1955, the half-year under 


review produced £121,623, which is practically a 
whole year’s previous profit in six months. At once, 
there is the natural query: What SE happened to 
produce such a good result? 


Ford Figures 


Half-year reports lead us to quarterlies and here 
there has been a remarkable development in the 
publication by the Ford Motor Company "Ltd (of 


APRIL/SEPTEMBER 1955 

6 MONTHS’ PROGRESS REPORT 

to the Shareholders of 

HOPE & ANCHOR BREWERIES LTD 
Sheffield, England 


HOPE & ANCHOR BREWERIES LTD 
AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account 
for the half-year ended September 30th, 1955 


£ £ £ 
Profit from Trading Account 188,916 
Income from Trade Investments 1,098 
Sundry Interest 1,780 


Transfer Fees . Séi a ee es "35 





Surplus on Sale of Reseed ‘es 2,092 
Less ee In reduction of their Sack vale 2,092 — 
191,829 
Deduct: Depreciation and Amounts written off .. 49,840 
Debenture interest.. Se 4,280 
Audit Fees .. 1,265 
Directors’ Ee 
Fees 2,350 
Salarles .. ; 7,597 
Penslon Shane. 1,374 
Co tlon f os of in Oe SC 
mpensation for 
SES ‘ ws 
Debenture Trustees’ ier. oe A 8 
Pension Schemes Contributions Gë Ge 
Estimated Taxation on Half-year’s Profits 62,115 
us | 32,32] 
í EN E 
* Group Net Profit for che Half-yeer £59,508 





NOTE: The Accounts of jubilee Brewery Limited are not Included above. 


* The Parent Company's net E were for the Half-year to: 


Septernber 30th, 1955, £55,824 September 30th, 1954, £38,501 
March Siet, 1955, £18,228 


HOW EVERY í RECEIVED BY THE COMPANY WAS SPENT 
£ 


Raw Matarials, Power and Water .. a ae oe 4 94 
Wasesand Solaris as as ac. ue "Ae 20 
Selling and Distribution. sz or aso Ss 2 o 
Resales and General Bapane Gk a ae 10} 
Boer Duty and Taxationon Prona - os m. as 8 ai 
Depreciation and Profits Retained for Expansion. 10} 
Dividende aad Dabenthre tatereet sc: oo Se ad 4 
E £1 0 0, 
de 
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HIGHEST AND LOWEST PRICES OF ORDINARY SHARES ~— = 7 


Calendar Year 1947 





HIGHEST 57/3 bës 
LOWEST 


DISTRIBUTION OF ORDINARY SHAREHOLDINGS IN 
HOPE & ANCHOR BREWERIES LTD 


HOLDINGS 


Up to 100 
From 101-250 
From 251-500 
From 501 ~],000 
Over 1,000 


The Number of Ordinary 
Shareholders Total 





NEW ISSUES 


50,000 


Ordinary Sharas ST 60/- 





1955 
lt 000 267,000 
at 40/- at 40/- 


England), of figures for the first nine months of 1955. 
Ford’s is one of those companies in this country 
which. has. already adopted the policy of issuing 
half-time results, the announcement being made with 


the declaration of the interim dividend. But the’ 


prompt to issue nine-months’ figures actually came 
from America where quarterlies are commonplace. 

It happened in this way. For the first time in Ford 
history, part of the equity of the American business is 
being sold to public investors. The shares were held 
by Ford Foundation, a form of charitable trust, and 
it was felt that it would be wise policy to sell some of 
the shares and reinvest the proceeds on the principle 


of more eggs in the basket. The public offer for aale 


required. the registration of a statement with the 
Securities and Exchange Commission, which state- 
ment gave the nine-months’ figures for Ford’s of 
England, “in” which ‘the American company is in- 
terested. 


Using the figures for the nine months and for the 


six months already published, it is possible to see 
the working out of business factors notified to share- 
holders in the six months’ report, namely, the reduc- 
tion in profit margins through increased costs for 


materials and labour. The question is now being — 


asked whether Ford’s of England will come on’to a 
quarterly basis with its American progenitor. 


Taxed Both Ways 
Mr C. H. Incledon, the chairman of Incledon & 
Lamberts Ltd, a company with buginess in South 
Africa, says in his statement: ‘Since our final 
dividend was declared, we have had an autumn 


1950 


= 
mi | 
47} ee 


1952 1954 1955 
II 664 63/6 


a ca a 


Budget which has brought an increase in the dis- 
tributed profits tax. We shall of course be affected ` 
by this next year. 

“We are also concerned in South Africa with the 
undistributed profits tax, so that we have the some- 
what absurd situation under which we pay additional 
tax in South Africa on profits made there if we do not 
distribute a large proportion of them, whereas in this 
country we have to pay an additional tax on profits 
when they are distributed.’ 

Mr Incledon wondered ‘what this country gains 
by penalizing us for bririging these profits home 
and distributing them in the form of dividends. I 
feel’, he said, ‘that it should be more in the national 
interest to encourage firms making profits overseas to 
bring them into this country and so improve the 
balance of payments position’. 


[953 


‘Squeeze’ at Work 


With the ‘credit squeeze’ and the other weapons with 
which inflation is being fought pressing hard on those 
who carry the burden of keeping businesses going 
and workers employed, it is not surprising that 
company chairmen are becoming more- critical. 
Mr A. F. Oatley, chairman and managing director 
of Cannon (Holdings) Ltd, the company that makes 
gas cookers and fires, tells how hire-purchase initial 
deposit control so ‘halted our progress. overnight’ 


‘that, with business crippled in the home market, the 


board decided to postpone plans for a new factory to 
further exports. 

Mr Duncan Wright, c.a., chairman of Sidney 
Flavel & Co Ltd, in the same line of business, tells a 
similar story. He says that the company was faced 
with ‘a virtually non-existent market for gas appli- 
ances’, when, in February, the area gas boards 
introduced a stock reducing campaign on the im- 
position of hire-purchase restrictions. 

This cessation of sales, when the company was 
geared to maximum production, was ‘a blow of the 
greatest severity’. It caused an immediate interruption 
of manufacture, the cancellation of.orders for supplies, 
the loss of some 300,trained personnel and the 
expense of considerable disorganization. 


Money Market 


There was little change in Treasury -bill conditions 
on January 6th. Applications totalled £386,975,000 

for the {260 million of g1-day bills offered and the 
market, at a maintained bid of £08 tor 84, obtained 
57 per cent of requiremegts. +The average eate’ was 
Lu 18 497d per cent. This week’s offer is oun: 
milion of g1-day bills. 
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THE INSTITUTE OF CHARTERED . G 
<- ACCOUNTANTS IN ENGLAND AND WALES. 
“SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, January 4th, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


Mr W.&. Carrington, President, in the chair; Mr A. S. H. 
Dicker, Vice-President; Messrs H. Garton Ash, O.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. A. Hamilton 
Baynes, Sir Bernhard Binder, Messrs J. Blakey, C. W. 
Boyce, c.B.z., W. G. Campbell, P. F. Carpenter, D. A. 
Clarke, J. Clayton, E. C. rton, W. G. Densem, G. R. 
Freeman, Sir S. Gillett, m.c., Messrs P. F. Granger, 
D. V. House, Sir Harold Howitt, G.B.E., D.9.0., M.C., Messrs 
W. H. Lawson, c.3.z., R. B. LEECH, M.B.E., T.D., R. McNeil, 
K. A. E. Moore, C. U. Peat, P. M. Rees, M.C., P. V. Roberts, 
L. W. Robson, Sir Thomas Robson, M.B.E., Messrs G. F. 
Saunders, Gilbert D: Shepherd, M.B.E., K. G. Shuttleworth, 
C. M. Strachan, opp, E. D. Taylor, G. LC Touche, 
A. D. Walker, ‘Sir Nicholas Waterhouse, K.B.E., Messrs 
M. Wheatley Jones, E. F. G. Whinney, R. P, Winter, M.C., 
T.D., with the Secretary and Assistant Secretaries. 


Re-admission 


One EES for re-admission to membership was 


acceded t 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Five applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Annual Subscriptions during National Service 


The Council has decided that, commencing with the 
year 1956, a member who is performing compulsory 
full-time national service on the first day in January in 


any year may apply under bye-law 43 to have his annual ` 


sybscription reduced to one guinea for that year, pro- 
vided that no such member shall be entitled to such a 
reduction for more than two years. A member who is 
eligible-for this concession should write to the Secretary 
for the necessary application form. - 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption’ 


from the Intermediate examination was acceded to. 


Articled Clerks engaging in Other Business 
‘The Council acceded to two applications under bye-law 
57 from articled clerks to engage during their service 
under articles in other business for the sole purpose and 
to the limited extent specified in the applications. One 
application was not acceded to. 


Articled Clerks: Industrial Experience 
“One application under bye-law 58 (c) from an articled 


clerk to spend a period not exceeding*six months in an , 


industrial or commercial organization during service 
under articles was acceded to. 


Intermediate ee 


One application under bye-law 81 from an articled 
clerk for permission to sit an earlier Final examination 
was acceded to, 


Endorsement of Cheques 


The Council authorized the submission of a supple- 
mentary memorandum to the Committee on Cheque 
Endorsement. 


Summer Course, 1956 


The Council authorized the printing and distribution 
to all members of 2 notice giving preliminary details of 
the summer course to be held at Christ Church, Oxfosd, 
from September 6th to tb, 1956, and inviting mem- 
bers to obtain application forms. (It is expected that 
the notices will be distributed towards the end of 


January 1956.) . 


The P. D. Leake Trust 


The Council approved for publication the accounts of 
the P. D. Leake Trust for the year to October 31st, 

1955,.a report on the administration of the trust and a 
report of the P. D. Leake Committee. A booklet con- 
taining these repor.s and accounts may be obtained, 

without charge, on application to the offices of the: 
Institute by any interested person. (It is expected that 
copies will be available by the end of January 1956. 


e 


Certificates of Practice 


It was resolved: 


That certificates of practice be issued to the following 
nine associates who have commenced to practise: 


Cash, Trevor Herbert Ellis, M.B.E; 1925, A.C.A.; (Brown, 
Cash & & Co), 1 Waterloo Street, Birmingham, 2 2. 

Cass, Malcolm Gerald; 1955, A.C.A.; (Malcolm G. Cass & 
Co), 6 Carbery Avenue, Ealing, London, W3. 

Evans, Roy; 1955, A.C.A; 138 Charlton Road, Kenton, 
Harrow, Middlesex. 

Jones, Graham Edward; 1952, A.C.A.; (GE. D. Haynes & 
Co), Gloucester House, 74 London Road, St Albans. ` 
Rowe, Arthur John Percival; 1950, A CA: 79 Gloucester 

Road, Hampton-on-Thames, Middlesex 
Sheldrick, Albert Henry; 1948, A CA: TA. H. Sheldrick 
& Co), Welwyn House, 1 51 I Chesterton Road, Cambridge. 
Spencer, Simon; 1953, A.C,A.; (Simon Spencer & Co), 
66—67 Norman Street, ford Street, London, W1, and 
116 Gascoyne House, yne Road, Hackney, London, 


Eo. 

Stones William Marcus; 1951, A.C.A.; (*Ward & Co), r1 
Landport Terrace, Portsmouth. 

Wood, Arthur Ernest; 1953, A.C.A; (A. E. Wood & Co), 
361 Oxford Street, London, Wi 


Elections to a 
It was resolved: 
(a) That twenty-five asspciates be elected go fellow- 


* placed against a firm name signifies that the firm is fom 
exclusively composed of. members of the Institute. 
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ship under clause 6 of the supplemental Charter 
(bye-law 31). 

(6) That one associate be elected to fellowship dada 

clauses 6 and 31 of the supplemental Charter (bye-law 

31). 

i Admission as Associate 


It was resolved: 

(a) That two applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye-law 
31). ae he 
(b) That two applicants be admitted as associates 
under clause o of the supplemental Charter (bye-law 
36). > 
A list of those who complete their fellowship or 
membership before January 17th will appear in The 
Accountant of January 21st. 


Resignations 
The Council accepted the resignation of: 


Mr James Leslie Ambler, A.C.A., London. 
Firth Maden, A. Ca. Sutton. 
a ” Christopher Sawden, A.C. A., London. 
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Registration of Articles 


The Secretary reportéd that 96 articles of clerkship ZE 
were registered during the month of December 1955, 
making a total of 1,498 for the year, as compared with 
95 in December 1954, and a total of 1,547 for that year. 


Changes of Name 


‘The Secretary reported that the following changes of 
name have been made in the Institute records: 


_ Harry Bloom-to Harold Leonard Bloom,.B.COM., F.C.A. 
James Dhar to Aung Thin, A.c.a. 


Deaths of Members SH, 
The Council received with regret the Secretary’s report 


_ of the death of the following members: 


` Mr Edward Ainsworth, F.c.a., Manchester. 
» Robert Galland Cairns, ACA., Manchester. 
» Ernest George Douglas Evans, a.c.a., London. i 
» Charles William Laws, A.C.A., London. 
„ Leslie Marriott, A.C.A., Sunderland. 
„» Bernard Evan Pollex, A.C.A., Liverpool. 
» John Onslow Wiliam 'Swindlehurst, A.C.A., London. 
» Frank Stuart Salsbury Tull, A.C.A., Abingdon. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE - 

Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December arst, 1948, at xf 
a hearing held on December 7th, 1955. i 


A. feral complaint was preferred by the Investigation 
Committee of the Council of the. Institute to the 
Disciplinary Committee of the Council that a member 
of the Institute had been guilty of an act or default 


discreditable to a member within the meaning of 


clause 21, sub-clause (3) of the supplemental Royal 
Charter in that he accepted an appointment as profes- 
sional accountant without first communicating with 


the previous-accountants, so as to render. himself liable 

to exclusion or suspension from membership of the. 
Institute. The Committee found that the formal com: 
plaint had been proved and -ordered that the member 

be admonished. The Committee considered that there ` 
were special circumstances which justified the omission- 

of his name from the ‘publication of the finding and 
decision. > g 


TENTH SUMMER COURSE E 
Christ Church, Oxford, September 6th to 11th, 1956 | 


The Council of the Institute has made arrangements, 
by kind consent of the governing body of Christ 
Church, Oxford, for the tenth summer course to be 
held in September. The course will assemble during 
the afternoon and evening of Thursday, September 
6th, 1956, and disperse after lunch on Tuesday, 
September rith, 1956. Accommodation will be available 
for members wishing to remain for Tuesday night. 


Proceedings 


As on previous courses, the objects are to afford 
members from all parts of the country an*opportunity 
of meeting one another and to promote serious thought 
and discussion on some of the important matters 
confronting the accountancy profession. Group dis- 
cussions and free exchange of views and experience 
will form an essential feature and the programme will 
. provide for recreation and social activities. Arrange- 
ae hawe been made for addresses on the oe 
ects: 


‘Professional ethics’, by Mr-D. V. House, F.C.A. 


‘Accounting as an aid to management’, by Mr B, 
Smallpeice, B.COM., A.C.A. 


‘Investment in stocks and shares’, by Mr G. L. C. 
Touche, B.A., F.C.A. 


_ Allocation of Vacancies 
A maximum of 160 members can be admitted to the 
course. The application list will remain open until 
March 31st, 1956, and if necessary allotments will 
then be made by ballot. 


Cost 


The fee payable by members attending the course is A 
Ärt per member, inclusive of accommodation and 
meals in college. (An additional charge of 10s will be 
made for members remaining until Wednesday 
morning.) 

Applications. 


e Members of the’ Institute wishing to attend should 
obtain an application form from the Secretary of the 
Institute, 
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THE NOTTINGHAM SOCIETY OF 
CHARTERED ACCOUNTANTS 
“TAXATION AND THE GROWTH OF BUSINESSES ~ 


A dinner was held by The Nottingham Society of 
Chartered Accountants at the University of Nottingham 
on Friday, January 6th, when Mr L. W. Underwood, 
F.C.A., President of the Society, presided. Among those 
present were Mr W. S. Carrington, F.c.a., President of 
The Instifute of Chartered Accountants in England and 
Wales; Councillor L. Mitson, Lord Mayor of Notting- 
ham; Councillor W. E. Maltby, Sheriff of Nottingham; 
Sir Harold Howitt, G.B.E., Dao, M.C., D.C.L., D.L., 
J-P., F.C.A.; Mr J. P. Savage, Chairman, Boots Pure Drug 
Company Ltd; Mr T. J. Owen, Town Clerk of. Not- 
tingham, and 

-Messrs W. Caparne Baldry (President, Nottingham, 
Derby and Lincoln Society of Architects); F. A. Cookfield 
(Financial Adviser, Boots Pure Drug Co Ltd); W. F. Curtis, 
F.C.A. (President, Bristol and West of England Society of 
Chartered Accountants); R. K. Dotchin, F.c.a. (President, 
Northern Society of Chartered Accountants); E. E. Eccleston 
en eee Nottingham Law Society), C. M. Foxon, F.S.A.A, 
Hon. Secretary, Incorporated Accountants’ District Society 
of Nottingham, Derby and Lincoln); Dr A. Gordon (Presi- 
dent, Nottingham Medico-Chirurgical Society); Mr W. 
Stafford Hopewell .(Ckairman, Nottingham Stock Ex- 


change). 

.Canon A. Inglis; Messrs H. F. Ingram, a.s.a.a. (President, 
Incorporated Accountants’ District Society of Nottingham, 
Derby and Lincoln); E N. Leaver (President, Nottingham 
and District Institute of Bankers); E. N. Macdonald, D.F.C.; 
F.C.A. (President, Liverpool Society af Chartered Account- 
ants); A. S.. MacIver, M.C., B.A. (Secretary, Institute of 
Chartered Accountants in England and Wales); R. P. 
Matthews, B.COM., F.C.A. (Chairman, London and District 


Society of Chartered Accountants); L. S. Pentecost (Presi- 


dent, eg er Chamber of Commerce); H. Pickbourne 
(Registrar, Nottingham University). 

Messrs R. H Quiney, a.c.a. (President, Leicestershire and 
Northamptonshire Society of Chartered Accountants); T. R. 
Spencer (President, Nottingham Insurance Institute), E. 
Sugden, F.c.a. (President, Leeds, Bradford and District 
Society of Chartered Accountants); G. Waterworth, F.C.A. 
(President, Manchester Society of Chartered Accountants); 
J.*White (H.M. Inspector of Taxes); C. A. Whittington- 
Smith, LL.M., F.C.A., F.8.A.A, (President, Sheffield and District 
Society of Chartered Accountants); H. E. Witten, A.A.C.C.A. 
(President, Nottingham.and District Branch, Association of 
Certified and Corporate Accountants); R. C. Yelloly (Branch 
President, Royal Institute of Chartered Surveyors). 


‘Consultant Accountants’ 


. The toast of “The Institute of Chartered Accountants in 
‘England and Wales’ was proposed by Mr Savage, 
‘who reviewed the increase in responsibility of the 
accountant in industry. He believed the biggest change 
‘in recent years to be the employment of ‘consultant 
accountants’ who, he said, were regarded by his com- 
pany in the light of the family doctor — ‘if we have 
‘any special problems we call in the consultant account- 
ant’, He recommended this practice to all companies, 
large and small. WW 
e the course of his reply to the toast, Mr Carrington 
sald: e f 
‘One wonders whether the high rates of taxation to which 


we now seem to be so accustomed that they seldom call for 
comment, will preclude businesses growing up from small 


beginnings to the large proportions of these and several 
other companies which 
by the genius, hard work and integrity of their respective 
founders. Can we expect another Jesse Boot or William 
Morris to arise and develop as these men did in the first 
part of the century? I very much doubt it; certainly not if 
our surtax legislation is administered_in such a way that 
industrial and commercial profits are subject to the full 
vigour of income tax, profits tax and surtax. 

‘I appreciate, of course, that in the last few years the 
Special Commissioners, in administering the surtax legis- 
lation, have looked with a kindly eye on profits retained by 
private companies engaged in manufacture, trade or com- 
merce, but this sprang from the Treasury policy of dividend 
restraint; one hopes that this policy of dividend restraint 
will not alwdys be necessary, and when it is modified, I do 
suggest that steps will be necessary to make possible the 
continued development and expansion of small and medium- 
sized businesses owned by family companies by not insisting 
on the payment of high dividends as an alternative to the 
imposition of eurtax on the whole of their retained profits. . 

“The wind will, indeed, have to be tempered to the shorn 
lamb of British industry, and whilst I readily acknowledge 
that established businesses have greater facilities for research 
and the like than the small and medium-sized ones, never- 
theless I do regard it as essential in the national interest that, 
as heretofore, a considerable section of British industry 
should be carried on by those whose advancement depends ` 
on the continued success and expansion of the businesses 
which they own and which they themselves carry on. 


‘The New Year 


‘We have just entered a new year which, by all the signs and 
portents, does not look like being an easy one for any of us. 
The obvious tension’in the international sphere is not con- 
ducive to any feeling of optimism that the world is about to 
beat its swords into ploughshares, and until this tension is 
relaxed and there are solid grounds for that relaxation I fear 
that the nations of the West must continue to employ a 
substantial portion of their: man-power and productive 
capacity on armaments and all that go with them. This 
diversion of resources is, in my view, one of the main causes 
— if not the main cause -— of that inflation which is now 
besetting other countries beside our own. 

- ‘Inflation is the cruellest tax of all because it is so indis- 
criminate in its effects and. presses most hardly: on., those 
least able to bear it- pensioners and persons with fixed. 
incomes in particular. I said at Southport last October, that 
in my opinion inflation can only be halted and kept under 
within the triangle of decreased expenditure on armaments, 
decreased expenditure on both capital and consumption 
goods, and increased production. ‘he credit squeeze may 
have an effect in time in seducing capital expenditure, but 
this cannot be regarded aga desirable long-term cure and 
so far as we are concerned in this country, I would prefer 
to see the remedy found by increased production resulting 
from a better “and fuller utilization of plant, materials and 
labour, that is to say, by an increased degree of plant 
utilization, the diminution of restrictive practices and the 
avoidance of waste wherever possible.’ (Applause.) 


“The Guests’ or it, te 
The toast of “The guests’ was proposed by Mr E. D. 
London, F.c.a., and Mr TJ Owen replied: An 
eenjoyable and successful evening concluded with a 
toast to the chairman, Mr L. W. Underwood, SC: 
proposed by Mr C. L..O’Callaghan, F.C.A: ~. ` 


have been created and developed ` ` 
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NOTES AND NOTICES | 


Personal 


Messrs PEAT, Marwick, MITCHELL & Co announce 
that the address of their Birmingham office has been 
changed to Beaufort House, Newhall Street, Birm- 
ingham, 3. 

Messrs R. F. MILLER & Co, Chartered Account- 
ants, of Ramsden Square, Barrow-in-Furness, 
Brogden Street, Ulverston, and Council Chambers, 
Keswick, announce that Mr G. N. WARD, F.C.A., has 
ceased to be a partner in the firm and has taken over 
the practice in Keswick. As from January Ist, 1956, 
Mr WILFRED ALAN WAITE, A.C.A., who served his 
articles with the firm, and has since been a member 
of the staff, has been admitted a partner, and the 
practice will continue to be carried on at Barrow-in- 
Furness and Ulverston under the same name as 
previously. 

Mr Francis CEDRIC Bryan ASHBY, F.C.A., and Mr 
WILLIAM STUART MARSHALL, A.C.A., hitherto prac- 
tising as ASHBY, MARSHALL & Co, Chartered Account- 
ants, at Pelican. Chambers, 36 St Nicholas Street, 
Scarborough, announce that their partnership has 
been dissolved by mutual consent. It has been 
mutually agreed that Mr Asusy will practise as 
C. B. Asuspy & Co at 4 Valley Bridge Parade, Scar- 
borough, and Mr MARSHALL will practise as W. 
STUART MARSHALL & Co, at Pelican Chambers, 36 
St Nicholas Street, Scarborough. 

Messrs A. C. PALMER & Co, Chartered Account- 
ants, of London, Northampton and Leicester, 
announce. that Mr H. C. GREEN, A.C.A., has been 
taken into partnership in their London office as from 
January ist, 1956. 


Messrs Wauon, Hames & Co, Chartered Account- 


ants, of r5 King Street, Hereford, announce that Mr 
B. R. MAUGHFLING, A.C.A., has been admitted as a 
partner as from January ist, 1956. The name of the 
firm remains unchanged. 

. Mr Harop Jones, Certified Accountant, practis- 


ing at 37 Cross Street, Sale, and at Stretford, 
announces that as from January rst he has been 


joined in partnership by Mr F. STANLEY JONES, A.C.A., 
A.A.C.C.A., who has been the-senior member of his 
staff for many years. The practice will be carried on 
at the same addresses ugder the style of HAROLD 
Jones & Co, Certified Accouptants. 

MESSRS Jamis FRASER & Sons, Chartered Account- 
ants, of 31 Copthall Avenue, London, EG2, announce 
that their partner, Mr DoucLas Bug Housen, F.C.A., 
retired from practice on December 31st, 1955, and 
that they have admitted into partnership as from 
January ist, 1956, Mr RICHARD DEREK MOORE, 
A.C.A. The name of the firm remains unchanged. 

MESSRS GANE, JACKSON, JEFFERYS & FREEMAN, 
Chartere Accountants, of City Gate House, Finsbury 
“Square, London, EC2, announce with regret the death 


of Mr ARTHUR OPIE JEFFERYS, F.C.A., at the age of 72. ` 


MR JEFFERYS served his articles with the firm and 
remained thereafter as clerk and managing clerk, 
becoming a partner in 1913. The practice will be 
continued by the remaining partners. 

- Messrs Baker Bros, Hatrorp & Co, Chartered 
Accountants, of. Selborne Buildings, 14 Millstone 
Lane, Leicester, announce that they have admitted 
into partnership as from January rst, 1956, Mr 
ARTHUR STANLEY PRICE, A.C.A, and Mr THOMAS 
ALFRED JOHN WEBSTER, A.C.A, who have been 
members of their senior staff for a number of years, 
after serving their articles with them. The name of 
the firm will remain unchanged. 


Messrs Kerr, MacLeop & MACFARLAN, Chartered 
Accountants, of 149 West George Street, Glasgow, C2, 


announce with regret the retirement on December 31st, | 


1955, of their senior partner, Lieut.-Col. NORMAN 
Mac son, C.M.G., C.B.E., D.S.O., D.L., C.A. Colonel 
MacLeop became a partner in 1go1 and had, there- 
fore, continued in that capac ity for the long period of 
fifty-five years. It is a particular pleasure to the firm 
that Colonel MacLeop retained his active association 
with it until 1955, as that year was the r5oth anni- 
versary of the foundation of the firm by Mr James 
KERR in 1805. The firm name remains unchanged. 

Messrs NEVILL, Hovey, GARDNER & Co, Chartered 
Accountants, of 94 Old Broad Street, London, EC2, 
announce that they are taking into partnership Mr 
DENIS ARTHUR HUGGONS, A.C.A., A.S.A.A., A.C.I.S., WhO 
served his articles with them and has been a member 
of their staff for many years. The EE? of the firm 
will remain unchanged. 

MR Davin J. JONES, F.c.a., practising at 78 King 
Street, Manchester, 2, announces that as from January 
Ist, 1956, he has taken into partnership Mr CLIVE 
CONLIN, A.C.A. The practice will be carried-on at the 


same address under the style of Davip J. JONES & 


Co, Chartered Accountants. 

Messrs Lowe, BINGHAM & MatTrHews, Chartered 
Accountants, of 43 Museum Street, London, WC, 
and at Singapore, announce that as from December 
31st, 1955, their London practice has been taken over 
by Mr C. L: ARKELL, A.S.A.A., a senior member of 
their London staff. The Singapore practice and the 
associated offices in Tokyo, Kobe and Hong Kong 
will continue to be carried on by the resident partners 
in the Far East. _ 

Mr C. L. ‘ARKELL, A.8.A.A., announces that as’ 


January 14th,;-1956 -> 


Bes 


$ 


from December 31st, 1955, he has taken over the < 


London practice of Messrs Lower, BINGHAM & 
Matruews, Chartered Accountants, of 43 Museum 
Street, London, WC", The practice will be con- 
tinued at the same address under the style of, 
ARKELL & Co. 

Messrs Ton A. GARDNER & SON, Messrs GEORGE 


THOMPSON & Son, and Messrs THompson Dawson. 


& Co, of Newcastle upon Tyne, announce that as 
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a January 1st, 1956, their: practices have been 


aalgamated and will be carried on under the style. 


of GARDNER, ‘THOMPSON & Carrick, Chartered 
Accountants, at ro Eldon SE Newcastle upon 
Tyne, 1. 

-. MrR G. H. L. Woon ze, F.C.A., announces that he 
has amalgamated: his practice with that of Messrs 
NEwMaN, Bices Be Co, Chartered Accountants, of 
14 Harborne Road, Birmingham, 15, as from 
January ist, 1956. The combined practices will be 


carried on under the style of Newman, Biccs & Co, 


at 14 Hasborne Road, Birmingham, 15. 


Professional Notes 


The Rt. Hon. Lord De L’Isle and. Dudley, v.c., 
P.C., D.L., A.C.A., has been elected a director of Phoenix 
Assurance Co Ltd. 

Mr Eric F. Wilkins, F.c.a., senior partner in the 
firm of Wilkins, Hassell & Co, Chartered Account- 
ants, of London, has joined the board of the Rheo- 
static Co Ltd. 

Mr J. J. W. Salmon, a.c.a., has been appointed 
secretary of The Improved Industrial Dwellings Co 
Ltd as from January 1st. 

Mr A. Elliott Ranwell, F.c.1.8., A.A.c.c.A., has been 
appointed a director of London General Cab Co Ltd. 
He will continue to act as secretary of the company, 
which office he has held for the past twenty-five years. 

Mr J. C. Stokes, A.A:C.C.A., A.C.W.A., secretary of 
R. S. McColl Ltd, of Glasgow, has been appointed 
to the board of the company as from January Ist. 
He will retain the office of secretary for the present. 


i Report of the Chief Registrar 
of Friendly Societies 


Part 1 of the report of the Chief Registrar of Fendy 
Societies for 1954, which deals with general matters, 
was publighed on December 22nd.! The issue of this 
part completes the Chief Registrar’s report to 
Parliament for the year 1954. The four other parts 
of the report already published dealt: respectively 
with friendly societies, industrial and provident 
societies, trade unions, and building societies. 

A statistical summary included in Part 1 shows 
that the total membership of the registered societies 
and other bodies with which the Chief Registrar is 
concerned increased from 154,780,000 at the end of 
1953. to 154,947,000 at the end of 1954, compared 
with a decrease of 393,000 in 1953. The aggregate 
funds, representing Ee the combined savings 
1 Report of the Chief Registrar of Friendly Societies for the 
year 1954 -— Part I, General. H.M.S.O. Ar 6d net. ` 
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of the members of these societies at the end of 
1954 amounted to £4,056,734,000, as compared with 
£3,718,863,000 at the end of the previous year. _ 

At the end of 1954 there were 2,131 accountants 
holding general appointments as approved auditors 
under the Industrial and Provident Societies Acts 
and the Friendly Societies Acts, while the total 
funds of the 436 superannuation funds registered 
under the Superannuation and Other Trust Funds 
(Validation) Act, 1927, increased during 1954 by: 
£21,450,000 to 290,556,000. They received 
£14,396,000 as contributions from employers and 

8,017,000 from employees and paid out £7,291,000 
as superannuation benefit during the year. 

The report also includes reports of certain disputes 
in relation to deposits in the Post Office and other 
savings banks, stocks and bonds on the Post Office 
register and Savings Certificates. ` 


Taxation Lectures , 


A special series of seven lectures on taxation has been 
arranged to commence on Monday, February 6th, at 
6.15 p.m., at the Kingsway Hall, Kingsway, London, 
wo, The lectures will be given weekly aa follows 

2 ‘Practical points arising in back duty cases’. 

‘Some aspects of surtax in relation to companies’, 

(3) ‘Schedule A assessments’. 
(4) “The Finance Acts of 1955’: 
(5) ‘The final report of the Ro “Cas ee 
A “Topical matters affecting e I of Schedule D’. 

. (7) “The treatment of losses for income tax purposes’. 
The fee for the series is £1, 11s 6d, and requests fof 
full details of the lectures and. applications for tickets 
should be sent, together with remittance, to Mr 
Ernest T. Green, F.C.C.8., Kingsway Hall, Kingsway, 
London, WC2. 


- New Commissioner of Internal Revenue - 
Appointed in the United States. i 


Mr Russell C. Harrington, c.p.a., has been appointed 
Commissioner of Internal Revenue of the United 
States in succession to Mr T. Coleman Andrews, 
C.P.A., whose resignation to take up a new post was 
announced in our issue of December 3rd, 1955. 

Mr Harrington is a partner in the firm of Ernst & 
Ernst, Certified Public Accountants, at their Provi- 
dence, Rhode Island, office. He.is a Past President 
of both the Rhode Island Society of Certified Public 
Accountants and the eAsgociation of C.P.A. Ex- 
aminers. He has also s@rved on several committees 
of the American Institute of Accountants and as a 
member of tHe Council. 
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New Inspector-General of Companies 


The Board of Trade announce that Mr J. M. Clarke, 
Senior Official Receiver in the Companies (Winding- 
up) Department, will succeed Mr Ki R. Bruce Park, 
C.B.E., as Inspector-General of Companies, Companies 
Liquidation and Bankruptcy, who retires on April 
30th, 1956. 

Mr Clarke will be succeeded i in his present office by 
Mr F. M. Collins, Official Receiver in the Companies 
(W Peery Department. 


London and District E ‘of Chartered 
Accountants ' 


- LUNCHEON MEETING. 


A luncheon is to be held by the London and District 
Society of Chartered Accountants next Monday, at 
. 12.30 p.m. for 1 p.m. at the Connaught Rooms, Great 
Queen Street, WCz, and will be followed by an 
address by Sir Henry D. Hancock, K.C.B., K.B.E., 
C.G., Chairman of the Board of Inland Revenue. 


The Chartered Accountant Students’ Society of 
‘London 


The following meétings of the London . Students 

Society will be held during next week: 

Monday, 5.30-p.m., at the Institute: Lecture on ‘The 
valuation of shares’, by Mr T. A. Hamilton-Baynes, 
M.A., F.C.A., Member of the Council of the Institute. 
Chairman: Sir Harold Howitt, G.B.B., Dän, M.C., F.C.A., 
Vice-President of the Students’ Society. 

Wednesday, 5.30 p.m. at the Institute: -Post-intermediate 
course lecture on “The effects of taxation upon the 
conduct of business’, be Mr Douglas A. Clarke, LL.B., 

` E.C.A., Member of the Council of the Institute. 5.30 p.m. 

at the Library: Debate for beginners on the motion “That 
the cinema is not art but mere entertainment.’ 

Thursday, 5.1 5 p.m, at the Institute: Introductory course 
lecture on “The fundamentals of business’, by Mr 

- R. J. Carter, B.COM., F.C.A. 

Friday, 9 a.m. (limited ): Visit to National Provincial 
Bank. 5.15 p.m. at ee Ua Gases Introductory course 
lectures on (1) “The functions and form of the profit and 
loss account and balance sheet’, by Mr R. J. Carter, 
B.COM., F.C.A.; and (2) “The English judicial system’, by 
Mr P. W. Medd, Barrister-at-law. 


The Accountants’ Christian Fellowship 


‘Do all religions lead to-God?’ will be the title of a 
talk by Professor J. N. D. Anderson, 0.B.z., of the 
School of Oriental and African Studies, to be given 
at a meeting of The Accountants’ Christian Fellow- 
ship, on Friday, January 26th, 1956, at 6 p.m., at 
Incorporated Accountants’ Seil, Victoria Embank- 
ment, London, WC2. Members and any interested 
readers will be welcome. After Profess6r Anderson’s 
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talk there will be a short meeting for discussion ~ 
primarily for students. 


Our Weekly Problem 


No. 103: ROUNDING OFF 

The String Pullers’ Association was holding a 
winter conference to discuss problems connected | 
with ‘influence’ and “graft’.. The fee for the conference 
was the same, in shillings; as the number of members 
attending. Mr L. U. Sidate, who had been called in to 
advise, suggested that-the fee might be reduced by 
a shilling to make it a round number, ands to com- 
pensate, they should admit one more member to the 
conference. The -total receipts would. then be a 
round number of guineas. : 


What was the revised fee? 
The answer will be published next week, 


ANSWER TO No. 102: Sware Gozs West 


Calling the places by their initial letters and Drake’s Drum 


is a triangle ABC with D somewhere on AC. 
To avoid fractions take one-fifth of a mile as the unit. 
Then AB=20, BC=15, DC=4. Let the perpendicular from 
B cut AC at E. Let ED=x- 
Then BE*=225— (44x) 
. . AE!=400— BE? 
= etary 


BD*= a 
— Co 


Also BD-+x+AE—=2(BD +4). 


A cubic equation results, which gives x as 5. AE becomes 16, 
and as DC is 4 the total distance AC is 25 units.. 
brothers are, therefore, 5 miles apart. 


SEVENTY-FIVE YEARS AGO 
From @he Accountant OF JANUARY 15TH, 1881 
Extract from a leading article entitled 
"Laser YEAR’s FAILURES 


Mr Richard Seyd has recently issued his annual 
statistics of failures, from which we gather that the 
ear 1880 was, commercially speaking, a considerable 
improvement upon its predecessor. Probably the 
value to be attached to a merely numerical statement 
of failures is not considerable; still it is worth noticing 
that the failures of 1880 are, in point of numbers, 
between three and four thousand less than those of 
1879, the total in the latter case being 16,637 as 
compared with 13,147 in 1880. ‘The wholesale traders 
show proportionately a much greater diminution 
than appears in the class made up of retail traders and 
professional men; the failures in the former number- 
ing 1,478 last ee as compared with 2,546 mn 1879, 
whilst, in the latter division, the numbers are 11,669 


in 1880 as compared with 14,091 in 1879. 
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ACCOUNTING FOR 
MANAGEMENT 


WO weeks ago, we published a paper by Mr R. G. LEACH, 

C.B.E., F.C.A., on the practising accountant’s relationship to 

management accounting. ‘This was followed last week by a 
paper by Mr W. W. FFA, B.A., A.C.A., on the production of account- 
ing data for management. In this issue, we round off the series with 
a paper by Mr lan T. Morrow, C.A., F.C.W.A., on the effective 
use of management data 1 

Although the first of these contributions was by an accountant 
in practice and the second by an accountant in industry, both 
dealt in the main with the question of supplying detailed periodic 
information to management. Mr Leacu treated his subject in 
fairly general terms, however, as he had a special case to state — that 
of the independent accountant acting as consultant to his industrial 
clients. Mr Fra, on the other hand, being, as it were, 100 per 
cent committed to industry, was free to concentrate on the practical 
and the particular. The third contribution, written by Mr Morrow 
from the receiving end, demonstrates how the information, 
from whichever source supplied, helps management to run the 
business. It also analyses, with perception and good humour, 
both the accountant’s conception of management and manage- 
ment’s as yet unresolved conception of accountants and their 
functions in industry. 

All three papers agree closely on the nature and extent of the 
accounting data which must be produced, but there is a certain 
variance in the views of Mr Leacu and those of Mr Morrow as 
to the qualification necessary for those planning and producing it. 
Mr Leacu puts forward the viewpoint that management account- 
ing is not ‘a mysterious cult’ but is simply a mixture of accounting 
and common sense. Of these two constituents, the qualified 
accountant in practice has a proven knowledge of the first and, 
more than likely, a greater average endowment of the second. It 
follows then, that having the necessary basic equipment, he should 
be able to apply it effectively to the management accounting pro- 
blems of his clients. All Mr LEacH® recommends in the way of 
preparation, in addition to that afforded by practical training and 
by the examination syllabus, is a course of specialized reading, 
the conquest of that initial inertia or diffidence which the tackling 
of a fresh field of human knowledge sometimes engenders and, 
in contrast to the impressive stylized vocabulary employed by 
some consultants, the cultivation of clarity and brevity in report 
writing. He knows no reason whatever why the ordinary practi- . 


1 These papers Were read during the management accounting course of the 
Leeds, Bradford and District Society of Chartered Accountants. 
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tioner, blessed with normal powers of appli- 
cation, should not be a successful consultant as 
well as being a skilled auditor. 

In this contention which he expresses un- 
equivocally, Mr. Leacu has had the support of 
other distinguished accountants in practice. 
In his presidential address at the 1953 annual 
meeting of the Institute, Dm THomas Rosson, 
M.B.E., M.A., F.C.A., stressed that the intricacies 
of industrial accounting may quickly be mastered 
by applying the basic principles learned — and 
exercising the initiative, skill and judgment fost- 
tered—by the best professional training. And 
in an article by Mr W. S. CARRINGTON, F.C.A., 
this year’s President of the Institute, reproduced 


in these columns, there is the following passage’ 


in reference to management accounting: 
s ‘It seems to me that in this form of direct service 
to industry from the professional office, there is 
almost unlimited scope for a most interesting 
career in which a chartered accountant can combine 
a close interest in industrial prosperity with the 
independence and variety which are the essence 

of the professional office.’ 1 

It may fairly be said, also, that the Institute pam- 
phlet, published in June 1954, outlining the nature 
and purpose of management accounting, in the 
preparation of which a number of accountants 
eminent in industry participated, did not suggest 
that any esoteric skill other, than that already 
possessed by the trained accountant was required. 
Mr Morrow, who has had considerable ex- 
perience both as a consultant accountant and 
as an industrial executive, considers the im- 
mediate eligibility of the practising accountant 
to’ advise clients on management accounting 
problems in rather a less favourable light. He 
states in his paper that firms of practising 
accountants should not represent themselves as 


consultants unless both the principals and the | 


staff concerned have had some executive ex- 
perience in industry. The phrase ‘some execu- 
tive experience’ is not very explicit but it may 
be assumed that it is sufficiefftly definite to exclude 
from the role of consultant any accoyntant who 
has spent his whole career in practice.. In an 
- article in this journal last year, Mr F. CLIVE DE 


PAULA, T.D., A.C.A., F.C.W.A., another accountant. 


with wide experience of industry, went a 
| step further when he said that, in his opinion, 
it was advisable for be: consulting. accountant 


gsue dated November sth, 1955, at page-543. 


to refrain from general practice, the converse , 


presumably holding good. 

In view of such conflicting views, we make 
no apology for referring once again to this 
matter which seems to us to be one of some 
importance to the future of the profession. 
The alignment of opinion seems clearly defined. 
There is, on the one hand, the view held 
by practising accountants that they are able in 
their existing capacity, by reason of thei general 
training and experience, to undertake any assign- 
ment in the field of management accounting that 
their clients may offer. The opposite view, put 
forward by qualified accountants who have taken ` 
up careers in industry, is either that the general 
practitioner should act as industrial consultant 
only after having had practical executive experi- 
ence in industry or that he should refrain alto- 
gether from accepting work connected with 
management accounting. 

In the style of Plato, we submit the bones of 
the problem and analyse the arguments of both 
sides; the more freely management accounting 
is thought about, talked about, written about and 
practised, the fewer will be the misunderstandings 
among accountants as to its true nature and pur- 
pose. Among the most typically helpful con- 
tributions to the literature of the subject to date 
have been the report of the visit to the United 
States of the specialist team of the Anglo-Ameri- 
can Council on Productivity which was led by 
Mr Morrow, the Institute’s pamphlet, men-. 
tioned above, and, if we may say so, the three 
papers by Mr Leacht, Mr Fra and Mr Morrow, 
which have just appeared in these pages. Each af 
these papers is a highly individual contribution 
yet between them they get to the very heart of 
the subject. 

MR LEACH openly warns the profession. that it 
has always been half-hearted in its approach to 
costing and that, in the wider field of management 
accounting, it has been distinctly timorous.. 
Mr Fea eschews the political and the theoretical 
and emphasizes the need for the accountant’s 
ability. to produce and for managemient’s ability 
to absorb and act. Mr Morrow urbanely 
assigns to the accountant the exalted role of vision- - 
ary. The emphasis in each paper is placed on the 
future, which is as it should be, for it is in that ` 
edirection that the eyes of management should 
always be turned. 
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FARM INCOMES 


of a considerable amount of paper on this 

subject, probably because the farmer has 
little time to read it at other seasons. We have 
before us the Ministry of Agriculture Report on 
Farm Incomes for 1953-54 and the report of the 
National Farmers’ Union on its accounts scheme 
for the yéars 1952-53 and 1953-54. Both publica- 
tions have the same motive: to show the trend 
of net incomes in farming coupled with a wealth 
of other statistics. Both adopt very much the 
same procedure to obtain their information, 
and in many respects the same trends are 
revealed: the result could hardly be otherwise, 
but there are, nevertheless, significant differences 
in details. 


T period of the year sees the production 


are based as far as possible on including the same 
farms each year in the sample which is used to 
provide the statistics. The Ministry takes 2,251 
farms for 1952-53 and’ 1953-54 of an average 
size of 183 acres; the N.F.U. takes 3,757 farms 
of an average size of 158 acres. The Ministry 
report admits that the average size of the farms 
in their survey is twice the average for England 
and Wales as a whole and the N.F.U. say the 
same about their own. Specialist activities such 
as market-gardening, fruit, hops and poultry- 
keeping are excluded as far as possible from both 
reports in arriving at general conclusions. 
Owing to the widely differing terminal dates 
for the accounts sampled, there is not complete 
consistency, but in general it can be accepted that 
the accounts period 1953-54 includes the 1953 
harvest. The Ministry’s sample is of accounts 
terminating between August Ist, 1953, and July 
31st, 1954, with a heavy concentration towards the 
middle of this period. The N.F.U. take in the 
period June 1st, 1953, to May 31st, 1954, and, 
state that 80 per cent of the accounts analysed 
end in the three months March to May 1954. 
The conclusions reached by both reports on 
the main feature, of incomes for 1953—54 as com- 
pared with 1952-53, show a rise in net incomés. 
_The Ministry figure is 224 per cent increase per 
farm, ranging from 7 per cent ip the livestock 
group to 37 per cent in the mixed group, while 
the N.F.U. figure is 12-7 per cent overall, 


ranging from 5 per cent on mainly arable to 21 
per cent on mainly dairying farms. We are thus 
faced with the possible explanations of the differ- 
ence. This is an important matter for those 
engaged in the industry since the next few months 
will see the publication of the annual price 
review and the issue of the Budget with its 
possible effect on farm subsidies and grants. In 
addition, the end of this month brings an increase 
in the basic agricultural wage from £6 7s od to 
£6 155 od, while at the same time the labour side 
of the industry is asking for yet another increase 
on top of this. 


It seems likely that the N.F.U. Sek is nearer 
the mark, since it is based on a wider range of 


` figures and. includes a greater proportion of small 
‘The comparisons between one year and another . 


farms. The Ministry admit in their report that 
there is a tendency for net income to rise with 
increasing farm size up to the 15§1-300-acre 
group. 

Both reports agree on the main factors which 
have contributed to the higher net income shown. 
They are an increase in output and a less acute 
rise in production costs. But the most significant 
factor is that closing valuations have increased in 


‘general to a greater extent than the rise in net pro- 


fit. In other words the amount by which the profit 
for 1953-54 has exceeded that of 1952-53 18 
more than covered by the extra capital tied up 
in the stock valuation. This means that although 
the farmer has earned: more, his available re- ` 
sources for meeting living expenses, taxation and 
new capital expenditure are in fact less. 


- So far as the make-up of the figures is concerned, 
both reports include as expenses the annual value 
of owner-occupied property, depreciation, and 
family labour, and they both exclude from the 
expenses the value of the farmer’s own labour and 
interest on invested cgpital. On this basis about 
two-thirds of the total had net incomes of less 
than. {1,000 and one-third less than £500. When 
the value of the proprietor’s labour and interest 
are taken into account the results do not compare 
very favourably with industrial earnings, nor 
do they leave more than the slenderest of margins 
to cover the very large element of risk and to, allow 


‘for future development’ which i is sO a to a 


industry. 
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OVERSEAS CHARITIES AND INCOME : 
TAX RELIEF 


by SPENCER G. MAURICE 


A privilege enjoyed by charities is relief from income tax; the basis of this privilege 
being that the income exempted from tax will be used in a manner so beneficial 
to the community as to outweigh the claim to tax it. The Income Tax Act, 1952, 
does not in terms impose any geographical limits upon the exemption granted, 
but the House of Lords has held that a body of persons or trust must, to be entitled 
to the exemption, be established in the United Kingdom. In this article the implica- 


tions of this decision are considered, and it is pointed out that an exemption which 


is based on residence, and not on area of benefit, is capable of leading to curious and 
illogical results. 


HE relief which is. enjoyed by charities 

from the payment of income tax is granted 

by Section 447 of the Income Tax Act, 
1952 (which has replaced Section 37 of the 
Income Tax Act, 1918). The section contains 
three heads of exemption. 

First, by paragraph (a), exemption from tax 
under Schedule A or, by virtue of Section 177 
(which is concerned with rents under long leases 
and certain other annual payments in respect of 
land) or Section 182 (which is concerned with 
such matters affecting land as tithes, manorial 
incidents and fines or leases), under Schedule D, 
is given in respect of the rents and profits’ of 
land belonging to any hospital, public school or 
almshouse, or vested in trustees for charitable 
purposes, so far as those rents and profits are 
applied to charitable purposes only. 

Secondly, by paragraph (b) exemption from 
tax under Schedule C is given in respect of any 
interest, annuities, dividends, 
annuities, and from tax under Schedule D in 
respect of any yearly interest or other annual 
payment forming part of the income of any body 
of persons or trust established for charitable 
purposes only, or which according to the rules 
or regulations established by Act of Parliament, 
charter, decree, deed of trust, or will, are applic- 
able to charitable purposes only, and so far as 
the same are applied to charitable purposes only. 

Thirdly, by paragraph (c), exemption from tax 
under Schedule C is givén in respect of any 
interest annuities, dividends or shares of annui- 
ties, in the names of trustees applicable solely 
towards the repairs of any cathedral, college, 
church, chapel, or any building used solely for 
the purpose of divine worship and so far as such 
income is applied to those purposes. 


Limitations on Relief 


Wi fat as paragraph (a) i is concerned, it necessarily * 
follows rom the fact that the tax in question is 


or shares of. 


tax chargeable in respect of land in the United 
Kingdom, that it has application only to charities . 
existing in the United Kingdom. No such, 
necessary consequence follows in the case of 
paragraphs (b) and (c), and the point is not dealt 
with expressly anywhere in the statute. Therefore 
it remained open to question whether or not a 
charity established abroad and carrying on its 


activities exclusively abroad could take advantage 


of the exemptions in respect of that part of its 
income which arose in the United Kingdom. 

The question has now, so far as paragraph (b) 
is concerned, been resolved in the negative by 
the House of Lords in Camille and Henry 
Dreyfus Foundation, Inc v. CIR (34 A.T.C. 
208), which came on appeal by the taxpayer for 
a decision of the Court of Appeal (33 A.T.C. 
209).4 The Court of Appeal had affirmed an 
order of Wynn-Parry, J., in the Chancery 
Division, dismissing an appeal by way of case 
stated from a decision of the Special Com- 
missioners of Income tax that the Foundation 
was not, as it claimed to be, a 


‘body of persons . . . established for charitable 


purposes only’ 
within the meaning of paragraph (b) of Section 37 
of the Income Tax Act, 1918,? and, therefore, 
exempt from tax or certain royalties paid to it by a 
company resident in the United Kingdom. The 
Foundation was established in the State of 
New York, and it was conceded on its behalf 
that the question whether it was established for 
charitable purposes only must be decided 
according to the law of England. The Special 
Commissioners, Wynn-Parry, J., and the Court of 


* So far as paragraph (c) was concerned, it was apparently 

conceded by the taxpayer in the Court of Appeal that it 

was Se only to charities established in the United 
gdom. 


4 For convenience the relevant statutory provisions are 
hereinafter referred to by reference to the Income Tax 
Act, 1942. 
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Appeal were satisfied that the Foundation was so 
established. The House of Lords expressed no 
opinion on this point; having affirmed the 
decision of the Court of Appeal that the foreign 
character of the Foundation was such as itself 
to put the Foundation outside the benefit of the 
exemption, it was unnecessary for their lordships 
to do so, but the point will always be material if 
the exemption is not lost for any other reason. 


Ki 


e The Implication of the 
Dreyfus Foundation Case 


It is not intended to consider here at length the 
reasoning behind the judgments delivered in the 
Court of Appeal or the speeches of the law lords. 
Of the. actual decision in Camille and Henry 
Dreyfus Foundation, Inc v. CIR, it is enough 
to say that the Court of Appeal came to the same 
conclusion as had been reached by Lawrence, 
J.,in CLLR. v. Gull (16 A.T.C. 405; 21 T.C. 374), 
that an institution established and carrying on 
the whole of its activities in a foreign country 
was not ‘established for charitable purposes 
only’ within paragraph (b) of Section 447, and 
that the House of Lords, where only short 
speeches were delivered, agreed with the 
carefully-reasoned conclusions of the Court of 
Appeal.? 

The intention is rather to consider the wider 
implications of the decision in the Dreyfus 


1 It may, however, be observed that the Court of Appeal 
disagreed with Lawrence, J.’s, reasoning. The learned 
judge had taken the view that he was bound to construe 
paragraph (b) in the light of Section 21, of the Finance Act, 
1923, Section 32, of the Finance Act, 1924, and Section 21 
of the Finaħce Act, 1925, which gave exemption from tar 
for certain years to charities in the Irish Free State, and 
Section 23 of the Finance Act, 1926, and Part II of Schedule 
II to that Act, which terminated the exemption. The view 
that Lawrence, J., took, that those later Acts effectively 
gave paragraph (b), retrospectively, an interpretation which 
it would not otherwise bear, was rejected by the Court of 
Appeal. But the Court of Appeal held that in so far as there 
was any ambiguity in the construction of paragraph (b), 
the later Acts could properly be regarded as providing a 
legislative interpretation of it, Sir Raymond Evershed, 
M.R., saying (33 A.T.C. 215) of Section 21 of the Finance 
Act, 1923, that ‘On any other view [it] was otiose and 
futile’. The principle of construction enunciated by the 
Court of Appeal and it is one which has the widest 
application so far as the interpretation of statutes is con- 
cerned — is thus expressed in the headnote to the report in 
The All England Law Reports ([1954] 2 AU E.R. 466): 
‘Adoption of the construction of a statute by Parliament in 
subsequent enactments in part materia, but not amending 
the statute in question, does not import an addition to or 
modification of the statute, but it can be looked at as a 
legislative interpretation to resolve any ambiguity in it.’ 
That principle is rested on Cape Brandy Syndicate v, CIR. 


({1921] 2 K.B. 403), itself a decision of the Court of Appeal, 
an rmond Investment Co Ltd o Betts (7 A.T.C. 11; 
13 T.C. 400), and CLLR. o and Co 


Dowdall, 
Ltd (31 A.T.C. 126; 33 T.C. 259), both decisions of the 
House of Lords. ` 
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Foundation case that, ‘for a body of persons’ 
to succeed in a claim to relief from income tax 
on the ground that it is established for charitable 
purposes, it must show that it is established in the 
United Kingdom. It is thought that the decision 
on the meaning of paragraph (b) of Section 447 
must undoubtedly place a similar limitation on 
paragraph (c) by restricting relief to cases where 
the trustees are resident in the United Kingdom, 
but this point is not further considered here. 


Who May Claim Relief 


It should be observed that a “body of persons’ is 

defined by Section 526 of the Income Tax Act, 

1952, to mean 

, ‘any body politic, corporate or collegiate, and any 
company, fraternity, fellowship and society of 
persons, whether corporate or not corporate’. 


It does not, therefore, include individual trustees 
who hold property upon charitable trusts, and 
the Dreyfus Foundation case was not directly 
concerned with individual trustees. Section 447 
(b) is, however, referable to ‘any body of persons 
or trust established for charitable purposes 
only’, and the decision of the Court of Appeal 
in regard to a body of persons was influenced by 
the reference to a trust, the word ‘trust’, as Sir 
Raymond Evershed, M.R., said (33 A.T.C. 213), 
being . . . ‘A word peculiarly referable to our 
own system of law’. From this it is abundantly 
clear that a trust as well as a body of persons 
must be established in the United Kingdom in 
order to obtain tax relief. 

The fact that establishment in the United 
Kingdom is what is required was emphasized 
by Lord Normand (with whose observations on 
this point Lord Keith of Avonholm concurred) 
when the case was in the House of Lords. Having 


-remarked on the fact that the learned Master of 


the Rolls, in his reference to trusts, clearly had in 
mind the English system of law and English 
legal conceptions, Lord Normand said (34 
ATC 211): 


‘It should be beyorid doubt that Scottish trusts 
are “trusts” within the meaning of that term as 
used in [Section 447 (b) of the Income Tax Act, 
1952]. The history of the origin and development 
of the law of trusts in Scotland is not at all the same 
as the history of the origin and development of the 
law of trusts in England, and, since the term 
“trusts” applies proprio vigore and without any 
interpretation clause to Scottish trusts, it must be 
understood in a sense which embraces trusts under 


* both systems of law, and must not be held 


connote any specialities of the English law.’ 
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Trust Abroad, Beneficiaries Here 

In the Dreyfus Foundation case the interpretation 
of Section 447 (6) as requiring establishment in 
the United Kingdom as a prerequisite to tax 
relief led to a perfectly logical result. Although 
the institution in question was within the English 
conception of a charity, nevertheless it was in 
character essentially foreign: it was established 
outside the United Kingdom and persons within 
the United Kingdom could benefit from it only 
very indirectly. Indeed, the only true connection 
with the United Kingdom which it appeared to 
have was the particular source of income which 
gave rise to the case. In such circumstances it is 
not: unreasonable to refuse tax relief, bearing in 
mind that relief, if given,would react unfavourably 
on the United Kingdom taxpayer, without any 
counterbalance of advantage. 

It is, however, not inconceivable that a body 
of persons with an income drawn from the 
United Kingdom, might be established abroad 
for purposes charitable by the law of England 
and to be carried out wholly in England or 
Wales, or in Scotland (remembering in this 
connection that, as was decided by the House of 
Lords in CIR v. City of Glasgow Polce 
Athletic Association (32 A.T.C. 62), English law 
must, in Scotland as well as in England, be 
applied in considering whether a body is a 
charity for the purpose of exemption from 
income tax). In such a case it could not be doubted 
that there was that element of benefit to the 
community, or a section of the community, 
which is such a vital characteristic of all charitable 
trusts save the anomalous and comparatively 
unimportant ‘poor relations’ cases, and it would, 
of course, be the community of the United 
Kingdom which benefited. 

It would be logical to suppose that such a 
body should be able to obtain tax relief in respect 
of its United Kingdom investments. The Dreyfus 
Foundation case indicates that it will not. And 
the result is, it seems, the same if for a body of 
persons one substitutes individual trustees resi- 
dent outside the United Kingdom. 


Trust Here, Benefitiaries Abroad ` 

There is a dearth of direct authority on the 
converse situation, where a body of persons is 
established, or individual trustees are appointed 
in the United Kingdom to administer a charity 
the benefits of which are applicable solely outside 
the United Kingdom. Both Sir ` Raymond 
` Evershed, M.R., and Jenkins, L.J., touched, in 


January 21st, 1956 


overseas, and, while their lordships did not, of 
course, have to come to any conclusions on this 
matter, their judgments draw attention to the 
anomalous situation -which apparently exists. 
While a trust cannot, save in the ‘poor relations’ 
cases, be upheld as charitable unless it benefits 
the public or some section thereof, the ‘public’ 
does not necessarily mean the public of the 
United Kingdom. The Court of Appeal accepted 
this fact as being established without doubt, and 
referred in particular to the curious, case of 
In re Robinson, Besant v. The German Reich 
({[1931] 2 Ch. 122), where Maugham, J. (as he 
then was), held charitable a bequest to the 
German Government for the purpose of relieving 
German soldiers disabled in the War of 1914-18. 
It is true that there must be some limit to 
the application to foreign trusts of the English 
conception of charity. Thus, Sir Raymond 
Evershed, M.R., saw formidable difficulties where 
the trusts were for the setting out of soldiers or 
the repair of bridges or causeways in a foreign 
country, though those purposes are clearly 
charitable if to be carried out in the United 
Kingdom, and he spoke of In re Robinson as 
‘a somewhat extreme case’. His lordship thought 
that the test to be applied might be United 
Kingdom public policy, and, with respect, it is _ 
submitted that that would be as satisfactory a 
test as one could find, though the problem seems 
not as yet to have come before the Court for 
solution, those cases in which the Court has 
refused to enforce trusts, prima facie charitable, 
for purposes abroad being ones where the 
circumstances prohibited an effectual exercise of 
the Court’s jurisdiction. (See, for example, New v. 
Bonaker ((1867) L.R. 4 Eq. 655), where Sir Richard 
Malins, V.-C., refused to enforce a trust which was 
to take effect in the United States of America and 


. which the trustees disowned.) 


To be Charitable may not be Enough 
Where the Dreyfus Foundation case gives rise to 
difficulty is in deciding that, for income tax 
purposes, it is not enough that a trust shall be 
pronounced charitable by the Court and en- 
forced as such (as, for example, in a case where it 
would otherwise be invalid on the ground that it 
infringed the rule against perpetuities). It has 
been commonly thought in the past — though it 
seems that the error should have been apparent 
since CIR. o Gull (supra) —that once a trust — 
was pronounced charitable by the Court it was to, 
be treated as charitable for all purposes, including . 


the Dreyfus Foundation case, upon the question of e relief from income tax. Now it is clear that in 


Charitable trusts. for the benefit of persons 


respect, of income tax relief a trust must pass two | 
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tests: it must be charitable within the terms of 
the Statute of Charitable Uses, 1601, and it must 
be established in the United Kingdom ~ whether 
it is administered by a ‘body of persons . 
established for charitable purposes only’ or by 
individual trustees — as required by the Income 
Tax Acts. 


Residence, or Area of Benefit ? 
When the Dreyfus Foundation case was in the 
Court of Appeal, it was argued for the Crown 
that, since all taxation was raised by Parliament 
for the benefit of the Kingdom, so the logic of 
exemption was, prima facie, to be found in the 
Parliamentary view that income exempted from 
tax would be used or applied in a manner so 
beneficial to the community as to outweigh the 
claim to tax it, and that such a consideration 
could have no application where the income 
belonged to someone who was not resident in the 
United Kingdom and was used by him outside it. 
Tke House of Lords and the Courts below, by 
deciding the Dreyfus Foundation case in the way 
they did, affirmed that the Crown’s view that 
what Parliament must be taken to have intended 
was in fact effectuated by paragraph (b) of 
Section 447, and it is not here suggested that any 
doubt still remains as to the proper construction 
of that paragraph. But it is suggested that 
Parliament, in giving relief on the ground of 
charity only when those who are trustees 
(whether individuals or a body) are resident 
within the United Kingdom, while not requiring 
that the income of the endowment should 
necessarily be used for the benefit of the United 
Kingdom public, has proceeded on a basis which 
is lacking in logic. For, as has been pointed out 
above, it is apparent that the result of the 
Dreyfus Foundation case would have been the 
same even if the whole of the income of the 
charity had been applicable for the benefit of 
persons within the United Kingdom. Conversely, 
there seems to have been no doubt that, where the 
trustees are within the jurisdiction of the English 
Court, the income of the charity will be en- 
titled to income tax relief although it is applicable 
solely for the benefit of persons abroad, subject 
only to the limitation that the dictates of public 
policy will probably disentitle the trust to relief 
if it is positively harmful to the public of the 
United Kingdom, and, indeed, in Pemsel’s case, 
Regina v. Commissioners of Income Tax (3 T.C. 
53); sub. nom, Income Tax Special Purposes 
Commissioners o Pemsel ([189%] A.C. 531) 
famous for Lord Macnaghten’s classification of 
charities, half of the income of the charit- 
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able trust in question was applicable overseas. 


Reductio ad absurdum 

The application of the rules apparently laid down 
can be carried ad absurdum. It seems that if two 
identical trusts were established, one in England 
and the other in, say, one of the provinces of 
Canada, for the benefit of persons in the United 
Kingdom, the former would be entitled to income 
tax relief and the latter would not, and if the area 
of benefit were the Canadian province in question 
the position would be exactly the same. And if 
residence is to be the crucial test, what is the 
result if a trust after it has been established 
moves out of, or, as the case may be, into the. 
United Kingdom, or if it constantly moves to and 
fro in and out of the United Kingdom? 

Presumably it matters only where it was first 
established and, if so, subsequent moves will ngt 
affect the question of tax relief, but the point is’ 
not altogether clear; it is material, however, 
because it seems that in the case of a charity 
which was essentially foreign, save that its, 
endowment comprised United Kingdom. 
securities, 1t would be possible to claim tax 
relief if it were established in the United Kingdom: 
in the first place, even though its seat of operations 
were subsequently moved to some place abroad. 

Nor is the idea of a peripatetic charity as remote 
as it sounds. Of this type are the great majority of 
the very numerous trusts for the benefit of the. 
armed forces, trusts for ‘the setting out of 
soldiers’ within the meaning of the Statute of 
Charitable Uses, 1601: the administration of the 
charity takes place wherever the unit or formation 
which is the beneficiary happens to be. It is true 
that the majority of these trusts are established 
in the United Kingdom in the first place, but 
that is not universally the case. Clearly such 
trusts, by promoting the morale and efficiency 
of the armed forces of the Crown promote a 
public benefit to the people of the United King- 
dom, and the writer believes that it is the in- 
variable practice of the Commissioners of Inland 
Revenue to treat such trusts as charitable for 
taxation purposes. But if residence in the United 
Kingdom of the persons or body administering 
the trust is to be the test, it seems at least doubtful 
whether this practice can be legally justified. 

To the already multifarious illogicalities sur- 
rounding the law of charity yet another has to be 
added. But this time the remedy seems to lie, not, 
as so often, in long overdue amendment of the 
law of charity itself, but jn the amendment of the 
“taxing provisions in so far as they have referenca._ 
to charity. 
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THE EFFECTIVE USE OF MANAGEMENT 
ACCOUNTING 


by IAN T.. MORROW, C.A., F.C.W.A. 


effective if the relationship between manage- 
ment and the accountant is sound. 
Management meets the accountant in three very 
different guises; although today all three may be 
members of the same professional body and share a 
common background of training and professional 
education. The three are: the 
auditor; the consultant account- 
ant; the industrial accountant. 
It is unrealistic to discuss the LZ Ze, afer 
relationship between manage- pIi ar 
ment and the accountant without "es *: 
always remembering the extreme 
suspicion with ich accountants 
are regarded by all grades of 
management, particularly tech- 
nical management. This springs 
from a widespread and profound 
ignorance of a modern account- 
ant’s function. It is the opinion 
of the majority of managers that 
accountants delight in saying 
‘No’, and preventing the er H 
from doing what he knows must ` 
be done, no matter what the 
figures may say. de 
ae spite of this, one financial 
writer recently described a change 
in the attitude towards account- 
ants, and said that some seventy- 
five years ago if any merchant or 
manufacturer was seen in the 
company of his accountant it was 
immediately assumed that he was going bankrupt. 
The principal duty of accountants in those days was 
‘dealing with bankruptcies. Whereas today, any 
industrialist seen in the company of his accountant 
immediately gains prestige in that he is regarded as a 
fortunate being that his auditor condescends to be 
seen with him. 

The Professional Accountant in Practice 
Management is little concerfted with the accountant 
as auditor. They are pleased to have audited accounts 
once a year as a certificate of accomplishment or 
otherwise, but auditing deals with the past, and the 
very nature of management means they are much 


more concemed with Oe present and the future 
than with the past. . 


M aiei T accounting will only be 


A paper delivered off November 19th, 1955, during the ` 


mandgement accounting. residential course of the Leeds, 
Bradford and District Society of Chartered Accountants.e 


““This paper and the two others given at the course are dis- 
Ge in a leading article in this issue. SE 





Nevertheless, the practising accountant is often 
close to management in other ways, e.g. as tax 
consultant; many managements now will make no 
major move until it has been cleared by their tax 
advisers. But neither auditing nor tax advising is 
constructive. They are important, but they do not in 
truth increase the real production of the company, 
although they may increase its 
profits. Practising accountants, 
particularly in their relationship 
with smaller businesses, attain 
a position of guide, philosopher 
and friend, and are often asked 
for their views on problems with 
which they are ill-acquainted, 
but J am sure all of us have 
often found managers who used 
their auditor as a stone on 
which to sharpen their wits, 
and that they appreciated honest 
opinions and honest -arguments 
for or against a course of action, 
and this, in the case of a small 
company, is a service upon 
which it is very difficult to put 
a price. 


The Consultant Accountant 


It is only recently that the 
accountant as a consultant has 
put in an appearance in this 
country. In the begining, most 
accountants were employed by 
| consultants whose practice 
covered all aspects of ‘scientific management’, -of 
which accounting was a part. Today, many firms of 
accountants have specialist departments giving 
consulting service. : i 

Through the impact of the qualified industrial 
accountant and his influence in making management 
demand a far better service from his accounting 
department, practising accountants have found that 
they are now being required to give or offer to. 
industry services of a quite different nature from that 
of mere auditing. This development is further 
advanced in the United States than here, and on the 
whole we are further advanced here than on the 
continent of Europe. This service can be summed up 
as the design of systems work covering production 
control, stores control, cost control and information 
for management. I have long held the view that such 
services should enot be offered by practising account- 
ants unless they and their staffs have bad some 
executive experience in industry, and I was pleased 
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to find on my trip to the States that many of the 
large firms of accountants had found in practice 
that this was also necessary; they had SCH that it 
was neither wise nor politic to mix their auditing 
staff with their systems staff. 

Management, in employing consultants, is not 
always clear as to what is expected or required, and if 
satisfaction is to be achieved, terms of reference 
must be agreed early on. Consulting work brings the 
accountant into contact with every phase of manage- 
ment, and if he is doing his job he must require 
substantial changes in the systems in existence. 
These must be brought about without friction. The 
most important part of a consultant’s work is to 
establish confidence and respect. If the partnership is 
to be successful, management must feel they can 
trust and rely on the consultant. 


The Industrial Accountant 


The relationship to ement of the accountant 
in industry is difficult to define because we are in the 
midst of a revolution. While there have always been 
a few qualified accountants in industry, it is only in 
recent years that the trickle has become a flood. - 
Management understands clearly where the de- 
signer, the salesman, the production manager and the 
managing director stand, and what these men are 


expected to do, but many managements, including ` 


some of the advanced, have only a dim idea as to what 
their accountants ought to do. Similarly, with another 
recent growth in industry ~ personnel management. 
I suspect that many managers have personnel 
directors and qualified accountants because it is 
fashionable! ` ` Ce l 
Here we are concerned with accountants who are 
able and willing to provide management with a 
service known as management accounting. There are 
no hard and fast rules about initial training and 
background, but there are three things the successful 
accountant in industry must, know: ; 
(1) He must be an expert in financial accounting 
* and in cost accounting~and the two are 
different. == = — gé 
(2) He must have a very wide genéral knowledge 
of commerce. 
(3) He must know his own industry intimately in 
all its phases, and, of course, his own factory. 
It must be remembered that the accountant, 
unlike some of the other specialists, has to be able to 
serve with sympathy and tact all the other functions 
which go to make up the complex working which 
today runs a factory. He must understand sufficiently 
the techniques of production to be able to interpret 
his -figures to the works manager. He must have a 
rough idea of the changing problems of.salesmen in 
order to assist them. He must be able to see occasion- 
ally the problems through the eyes'of the designers 
and development engineers, and of .course, above 
all, he must beable to, serve ‘the general manager 
and managing director, ©) 0 0O JE 
. “In industry. he stands in a privileged position; De 
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knows more, at least superficially, than any other 
executive other than the managing director.. He has 
possibly had a wider experience of other industries, 
and has almost certainly seen far more companies 
than any other executive. 


Criticism 

It ‘is a tradition in industry that any criticism which 
comes from the accountants will be destructive. It is 
expected to be negative and to inhibit any action. 
Any accountant in industry must be on his guard 
against creating this impression. If his relationship 
with the management is correct, they will welcome 
him into their counsels at an early stage and will 
welcome his thoughts. To establish this relationship 
requires rigorous self-discipline, a sense of humour, 
and the willingness at times to suffer unfair criticism 
from his colleagues. 

Even if management have found this paragon of an 
industrial accountant with all the virtues required, 
there is still a great deal to be done by managemeht 
to make management accounting effective.. 

If the management is serious about management 
accounting, then they must be.prepared to give time 
to it. Regular meetings to discuss the various control 
statements are a ‘must’, with a procedure for ensuring 
that action is taken and reported. 

Management accounting is a relatively new 
technique and not widely understood, and therefore 
regarded with suspicion, perhaps as being something 
that makes the accountants’ more powerful, or 
alternatively, lets top management know too much. 


Dealing with the Past 

This phase of management accounting covers all the 
routine -returns received. It is usually impossible for 
ement — especially top management -to deal 
with all the forms received. Therefore they concen- 
trate on the returns which deal with the problems 
uppermost in their minds ~it may be overheads, 
sales, stock, or purely financial. , Se 

If management accounting is o. give a proper 
service, it must be prolific in the information pro- 
duced, yet each month a great deal of information 
will go to waste. Ge 
Each level of management has a different viewpoint 

as to time — the levels.closest to the operations are 
worrying about what is happening toda and next 
week, the middle levels about this week and next 
month, top management about. this quarter and 
next year and the next decade. Therefore. the 
‘middle and lower levels will be more interested than 
top management in the results dealing with the 

immediate past.. 6 > fo. Pee 

‘In dealing with the past the most important factor 
from the point of view of management is-speed of 
production of the returns. Every day matters .and 
matters greatly, because we must remember that in 
truth management is neasly always. taking decisions 
“which .affect the future, and these decisions ` aaee- 
conditioned -by the. information about the past. 


-Ft has taken a 
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Management’s problem is to take such decisions that 
their organization will grow and prosper and be a 
happy one, but unless the decisions are financially 
sound everything else will turn to ashes. 

It is, perhaps, difficult for a man trained too long 
in the precision required for audit work to bring his 
mind to understand the need for guessing, and these 
guesses will be acceptable on the whole if there is a 
fairly reasonable See of accuracy 

What is considered fast? It is SE to expect 
that the statements of the invoicing and of the orders 


received for the week should be available by Oe 


Tuesday morning; to expect that preliminary profit 
figures would be available seven working days after 
the end of the period; to expect that the detailed 
operating statement, i.e. the comparison of actual 
expenditure with budget and the calculations of 
variances, would be ready ten working days after the 
end of the period, and that the balance sheet would 
also be ready at the same time. 

*It is, perhaps, wise to say that, when making 
inspired guesses, it is always better to understate the 
profits, or understate the sales, than to overstate 
them. A very able accountant went to his board 
in sackcloth and ashes and, beating upon his breast, 
said to his co-directors: ‘I have sinned grievously. I 
am afraid I made a mistake of {200,000 in the 
estimated profits.’ To that company this was a very 
considerable sum, and the board’s faces became 
white and worried. The. accountant, continuing, said: 
‘Yes, gentlemen, I have understated the profits by 
£200,000 for the year to date,’ and it took him a 
long time to understand why the board burst into 
delighted laughter. 

e bold and crude results are of relatively 
restricted use to management. The figures must be 
refined by analysis in order that management can 
read the lessons contained. The value of a study of 
the past results is threefold. First, to avoid. re- 
peating mistakes which have already been made; 
secondly, to find the reasons for any particularly 
successful operation and to exploit these successes by 
future action; and thirdly, to indicate whether current 
action is producing expected results and to indicate 
what future action should be. 

Management accounting will not be used unless 
there are regular meetings at which the statements, 
with any supporting reports, are discussed. These 
may be the works accountant visiting the foreman in 
his office in the works; they may be formal meetings 
of a factory committee, or commercial division, to 
discuss the figures. The essence of success is regular 
meetings with a well-informed accountant in 
attendance, ready to explain any queries raised. 


Management Accounting and the Future - 
Possibly the most important contribution which 
Management accounting has made to managerial 
techniqtie is the E of budgets and forecasts, 

ong time to develop the necessary 
techniques, on the Dee design and selling 
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functions, and.on the accounting side, to deal with the 
preparation of the elaborate budgets which are in use 
in many undertakings today. 

The budget is the crystallization of a great many 
hopes and decisions and becomes the operating 
manual for management. The time to be covered by 
any budget obviously must vary with the industry 
and with the condition of the company. Most 
industries find it worth while to GE the major 
work of a detailed ee once a year, but to revise 
certain parts of the budget which have been proved 
to be at variance with the possible achievgments at 
quarterly intervals. Others find it worth while each 
quarter to budget for the next twelve months ahead. 

If management accounting is to be effective, 
management must be prepared to give a great deal of 
time and thought to the preparation of the budgets. 
Management must approach the budget from two 
extremes. They must consider their productive 
capacity and what they can make; they must consider 
what they can sell; and by discussion, knowledge of 
the market, and, I am afraid, some crystal-gazing, 
bring the two into line. 

Having decided what the level of output and sales 
is going to be, management must lay down the 
establishment and the expenditure they are prepared 
to sanction to achieve this output. These budgets 


: must be agreed by the executives concerned, and the 


preparation of the budgets will bring out whether 
every executive knows precisely his span of res- 
ponsibilities. The executive will know then if they 
can achieve their target, and the result will be either 
favourable or unfavourable to the company. It is 
quite probable that the results of the budgeting will 
at first be disappointing. The profit and loss account 
produced in the first udget may well be less than 
expected and it will be necessary to go back and 
either prune expenditure, or, alternatively, expand 
the production and sales until an acceptable picture is 
produced. 

It has been said that management must give 
time and thought to the budgets and, equally so, the 
accountant must be able to guide management 
through his knowledge of the industry and the 
products as to whether, in his view, their expectations 
are pitched too high or too low, and as to whether 
they are justified in expecting the results for which 
they have budgeted. 


Management Accounting and Financial and 
Capital Control 


Financial control is of paramount interest to the 
managing director, and he must be told quickly ` 
what the financial result will be of the policy he is 
following; whether it will lead to financial stringency 
or financial surplus. To this end he will require 
forecast balance sheets, disposition of funds, and 
cash forecasts. 

The control ef capital expenditure varies with the 
industry. Obviously, in the basic industries where 
capital, expenditure is massive and where any 
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particular scheme may take years to finish, the control 
must be much more elaborate than in a simpler 
manufacturing industry, but the reasons for capital 
expenditure are probably fairly similar in all cases. 
The easiest kind of capital expenditure is that which 
is merely a replacement of assets which are worn out. 
New capital expenditure may be to keep the com- 
pany’s competitive position by introducing new 
products; it may be for more modern plant and 
machinery to enable costs to be cut; it may be that 
the company must expand its capacity. 

In every case management should require to be 
told of the savings, or what earnings will be made 
on the money invested, and, apart from seeing that 
the total money invested is not greater than that 
authorized or budgeted, the savings or increased 
profits should be checked by the accountant. 


Organizing to use Management Accounting 


Management accounting offers to every level in the 
industrial organization, from managing director to 
foreman, a means of control, but this will not be of 
much use unless everyone in the organization knows 
his area of responsibility. This is one of the most 
difficult tasks in organization, especially in under- 
takings which have no formal organization plan. 
Each man must know for what expenditure e is 
expected to answer. Each man in the organization 
who is to be held responsible for expenditure or for 
profits must know the men, the material, and the 
capital which he is expected to control. It is obvious 
that there must be in existence a means of measuring 
the expenditure and a means of measuring what 
comes from the expenditure in the way of output or 
results. 

As management accounting is a service, the 
closest possible contact must be maintained between 
the accounts department and the different executives. 
If possible, individuals in the accounts department 
should be assigned to assist specific managers and 
foremen to keep in touch with them and to let them 
know as early as possible what are likely to be the 
results thrown up. 

Regular meetings must be held, presided over by 
a reasonably senior executive, to discuss the results 
shown by the statements and to see that the appropri- 
ate action is taken, either to correct errors and losses, 
or, and this is equally important, to exploit the 
successes or gains shown. Management accounting 
must not be thought of as negative and indicating 
only the faults; it should indicate also the successes 
which can be exploited and improved. It is sometimes 
desirable and worth while to attach bonuses to 
performances thrown up by the management account- 
ing returns. 


Training to use Management Accounting 
It is difficult for accountants to acguire knowledge 
of the technical processes, but it is much more 
difficult for the managers and technicians to acquire 
knowledge of how to handle figures. There are in 
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this country, with very few minor exceptions, no 
institutes providing technicians with a thorough 
grounding in figures. In America and on the Contin- 
ent there are many institutes which are seeking to 
give technicians a much broader education than is 
offered in this country by educating them in the 
humanities, economics and in accounting. 

If we wish managers to use management accounting 
they have to be trained inside their own organization. 
It is worth while creating classes at which foremen 
and more senior management can be taught how the 
basic records come into the control statements, and 
where they can be instructed in the commercial side 
of the business so that they will understand the need 
for flexibility and for having to do what are, from the 
production angle, silly things so as to give a 
customer what he wants. 

It is to be hoped that in future apprentices will 
have the opportunity of spending at least some time 
either in the cost office or will receive detailed lectures 
and notes on cost accounting. 


Product Costs 


One of the very important services management 
accounting gives is the preparation of product costs, 
with estimated or standard and actual profit. The 
importance of product costs must vary with the 
undertaking. In capital goods industries where 
there are comparatively few repeat orders, every 
tender has to be estimated in detail, whereas in 
batch and mass production industries the product 
costs do not acquire the same importance. 


General Observations 


J. B. Priestley recently drew attention to the difference 
between the doer and the see-er. He said: 

‘Nobody in his senses would expect a born seer 
to do. That much is generally acknowledged. But it 
is equally ridiculous to suppose that a dashing and 
triumphant doer can really see. It must not be 
assumed that power and wisdom are the same hung It 

Management, obviously, must do, but it is perhaps 
not too fanciful to visualize the accountant in the role 
of one who provides the wisdom which enables the 
power to be used effectively by offering disinterested 
and informed criticism. This means that the account- 
ant must equip himself for this role. 

It may be a consolation to accountants to know 
that Mr Priestley regards the do-ers as a necessary 
evil but the see-ers as tke salt of the earth. 

In making management accounting effective, I do 
not think nearly enough attention is paid to the art of 
presentation. We should learn from our wives, who 
constantly change their fashions so that we shall 
never be bored and that we shall always notice them. 
An effective presentation loses its force if it is used 
too long, and impact can be increased by a new 
approach. either by using graphs or by changing the 
method. We are very pfone to use £ s*d when 


E A 
1 ‘Thoughts in the Wilderness’, J. B. Priestley in The New 
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very often much more punch would be put into the 
presentation by using quantities, either, say, the 
number of men, the number of hours, or the amount 
of material. 

It is very essential that any figures produced for 
management must be reliable, and, while I have 
remarked on the necessity for guesswork, this does 
not absolve anyone from the basic need to be safe. 


WEEKLY NOTES 


‘The Irish Institute’s Examinations 


At the examinations of The Institute of Chartered 
Accountants in Ireland, held in November 1955, a 
total of 156 candidates sat; 53 (34 per cent) of these 
were successful and 103 (66 per cent) failed to 
satisfy the examiners. " 

, There were 84 candidates for the Final, of whom 30 
(36 per cent) passed and 54 (64 per cent) failed. In 
the previous Final examination, held in May 1955, 
23 per cent were successful. The First Place and the 
Arthur H. Muir Memorial Prize were won by Mr 
Maurice William Mills, of Belfast. Mr James 
Ronald Kavanagh, B.A., of Dublin, gained Second 
Place- and Mr Patrick Joseph Kelly, B.comm., also 
of Dublin, came third. 

In the Intermediate, there were 58 candidates, of 
whom 20 (34 per cent) passed and 43 (66 per cent) 
failed. Passes in the May 1955 examination were 


- 35 per cent. The First Place and the John Mackie 


ap 


Memorial Prize were won by Mr Jeremy Owen 
Thomas Hughes, B.A., of Belfast, Mr John Lewis 
More-O’ Ferrall, B.A., of Dublin, gained Second Place, 
and Mr Ronald Arthur Cecil Lewis, also of Dublin, 
was third. - 

In the Preliminary examination there was a total 
of 14 candidates, of whom 3 passed and 11 failed. 

The full list of successful candidates, together with 
a summary of results, is published elsewhere in this 
issue. 


The Institute of Municipal 
Treasurers and Accountants’ 
Examinations : 


A total of 463 candidates sat for the examinations of 
the Institute of Municipal ‘Treasurers and Account- 
ants held last November. In Part A of the Final 
examination, 63. candidates (30 per cent) were 
successful and 144 (70 per cent) failed. In Part B, 
46 candidates passed and 47 failed. e 

Places and prizes have been awarded on the 
combined results of the May and November examina- 
tions, and in the Final examination the First Place, 
Arthur Collins Memorial Gold Medal and the 
Institute Prize were won by Mr E. J. Gilliland, of 
the. Town Chamberlain’s department, Greenock. 
The Second Place and Prize were gained by Mn 


“P. J. F. Vayro, M.B.E. (Derbyshire County Council), 


“and the Third Place and Prize were awarded jointly 
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Nothing destroys confidence more than if manage- 
ment has taken considerable action on a statement 
only to find that they have been grossly misled. 

The task of making effective use of management 
accounting is a constant one. It is never-ending, and 
the primary duty of making it effective lies with the 
industrial accountant and with an educated manage- 
ment. l 


to Mr M. C. W. Catling, deputy finance officer, 
United Manchester Hospitals, and Mr R. S. Webber, 
of the Borough Treasurer’s department, Ipswich. 

In Part A of the Final, the Philip Howes Memorial 
Prize was won by Mr E. J. Gilliland — who also won 
the President’s Prize for the highest marks in Part B 
-and the John Elliott Memorial Prize for Advanced 
Accountancy was won by Mr A. G. Tinning, of the 
Borough Treasurer’s department, West Ham. In 
Part B, the G. A. Johnston (Dundee) Prize for 
Statistics was awarded to Mr D. Holden, of the City 
Treasurer’s department, Portsmouth. 

There were 163 candidates for the Intermediate 
examination, of whom 60 (37 per SCH passed. The 
First Place and Prize were won by Mr E. G. Saul 
(Nottinghamshire County Council). 

The names of the successful candidates in Parts A 
and B of the Final and a summary of the complete 
results appear elsewhere in this issue. 


Gold Coast Mining Inquiry 


Mr Frank O. M. Smith, F.c.a., a partner in the firm 
of Pannell, Crewdson & Hardy, of London and West 
Africa, has been invited to serve as a member of a 
board of inquiry set up by the Government of the 
Gold Coast to investigate the economic condition of 
the local mining industry (including gold, diamond 
and bauxite mines) and the method of fixing wages 
in the industry. = 

The board is set up under the Trade Dispute 
‘(Arbitration and Inquiry) Ordinance and is composed 
of five members under the chairmanship of Mr J. 
Sarkodee Adoo, a Gold Coast lawyer; the other 
members being Sir William lLawther, formerly 
president of the National Union of Mineworkers and 
of the Trades Union Congress; Mr C. M. Richardson, 
a consulting mining engineer; and Mr W. J. Birming- 
ham, senior lecturer in economics at the University 
of the Gold Coast. The board of inquiry will com- 
mence its work immediately. 

A strike among workers in the. West African gold 
mines has been in progress since November 2oth, 
in pursuit of a 15 per cent wage increase. This trade 
dispute has the special feature that the price of gold 
is determined by reference to the fixed price in 
dollars at which gold is purchased by the United 
States; and the welfare of the industry is undoubtedly 
of public importance. 
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The Meaning of ‘Sum Due’ 

_ Section x (1) of the Distribution of German Enem 
Property Act, 1949, refers to ‘persons who establi 
claims in respect of German enemy debts’. Sec- 
tion 8 (1) provides: | 

‘ “German enemy debt’? means — 

"Loi any sum due at the passing of this Act in 
respect of an obligation incurred before September 
3rd, 1939, which on that day was an obligation 
of . . . (ii) any individual who on that day was a 
German national resident in Germany. .. .’ 

The meaning of ‘sum due’ in Section 8 ee 
the subject of litigation in Re Collbran, ased 
(The Times, January 13th, 1956) when personal 
representatives appealed by case stated from a 
decision of the Administrator of German Enemy 
- Property dismissing the deceased’s claim for damages 
for breach of covenant to repair. By a lease granted 
in 1936 Mrs Collbran had demised a house at 
Wimbledon for a term of years, with a covenant by 
the lessee well and substantially to repair and keep 
in repair. The lessee left the house on or before 
September 3rd, 1939, and was at that date and at 
all material times thereafter a German national 
resident in Germany. 

The Custodian of Enemy Property surrendered 
the property to the lessor on October 13th, 1941, 
without prejudice to her claim for damages for 
breach of covenants in the lease. At that date she 
alleged that the lessee was in breach of his covenant 
to repair to-the extent of £307 odd, but she had not 
recovered judgment ona the lessee, nor carried 
out any repairs by the date the Distribution of 
German Enemy Property Act, 1949, was passed. On 
November 11th, 1954, the Administrator held that 
the claim had not been established because there was 
no sum due, and therefore no German enemy debt. 

Upjohp, J., said the claim was a chose in action ~ 
not a debt. There was plainly no debt due. As to 
whether there was a ‘sum due’, he thought the 
draftsman meant debts or sums in the nature of 
debts. In his lordship’s judgment there was no sum 
due until two things had happened: (1) it had been 
established that there was a breach of covenant, and 
(2) that being established, the amount due in respect 
of the breach had been quantified. Until that had 
happened, or until the parties had agreed the amount, 
there could not be said to be any sum due, there was 
only a chose in action. He dismissed the appeal 


accordingly. 
Bankruptcy Report 

Under Section 136 of the Bankruptcy Act of 1914, 
and Section 27 of the Deeds of Arrangement Act of 
the same year, the Board of Trade are required to 
submit to both Houses of Parliament an annual 
report of all matters relating to these Acts. Publication 
_ of the reports was suspended at the beginning of the 

Second World War, but to facilitate the work of the 
committee recently appointed undtr. the chairman-, 
ship of Judge Blagden to consider what amendments 
are necessary to the Acts, an omnibus report, cover- 
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ing the years 1939 to 1953, has just been issued.! 
It is expected that the 1954 report will appear shortly. 
` The statistics quoted show that the number of 
receiving orders and administration orders under the 
Bankruptcy Acts declined from 3,105 in 1938 to 
207 in 1945. Since then they have increased steadily 
again to the 1953 figure of 2,222. The number of 
new deeds of arrangement dropped from 1,663 in 
1938 to 20 in 1944. By 1953, the annual total had only 

i back to 302. New cases of trusteeships under- 
taken by official receivers and by non-official trustees 
dwindled from 2,409 in 1938 to 130 in 1944, but have 
since risen progressively to 1,401 in 1953. 

It is comforting to note that, of the 2,222 bank- 
rupts registered in 1953, only five were accountants. 
Their aggregate liabilities were £62,380, with assets 
of £11,794. The total liabilities for all cases were 
£6,956,464 and the total assets £2,578,469. Another 
point of interest revealed by the report is that less 
than one in four bankrupts apply for their discharge. 


Light on Stock Changes ` 


Ministers concerned with economic affairs have 
repeatedly drawn attention to the need for adequate 
information on changes in the level of stocks. Stock 
changes can have an important influence on changes 
in total demand. From one year to another, the build- 
ing-up or running-down of stocks can account for an 
appreciable part of the total change in demand. Stocks 
are also part of national investment, and they may 
have the same multiplier effect on the national income. 
Since the end of 1953, the Board of Trade have 
collected figures showing the value of stocks and 
work in progress at the end of each er from 
170 large companies. The stocks held by these 
companies are believed to account for about one- 
third of the total value of those held by manufacturing 
concerns. From.the preliminary results of the 1954 
census of production this total is shown to be of 
the order of £3,600 million. The quarterly inquiry 
provides useful information of stock changes over a 
short period and the results are available within 
about three months of the date to which they relate. 
The annual census provides information on total 
stocks. For the years 1953 and 1954 both sources of 
information were in fair agreement. The Board of 
Trade believes, however, that as the quarterly inquiry 
is conducted only through large firms, an element of 
bias may be present. An attempt is therefore being 
made to improve the reliability of the inquiry by an 
approach to more mantifacturing companies. It may 
then be possible to publish information on stock 
changes for particular industrial groups to supple- 
ment that made public for the first time this month. 
Taking December 1953 as 100, the stocks in 
manufacturing industry are shown to have risen 
steadily over the past two years. They rose in value 
to 106 by the end of March last, to 108 by the end ` 
of June, and to 112 by the end of September. ° 
1 Bankruptcy: General report for the years 1939-193 3e= 
H.M.S.O. rs 3d net. 
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REPORTS OF PUBLIC COMPANIES 
The Accountant Annual Awards, 1956 
CLOSING DATE FOR ENTRIES 


Fach year The Accountant makes two Awards to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom, in relation 
to the form and contents of their reports and accounts 
— particular importance being attached to the ade- 
quacy of the information given and its presentation. 


The 1956 Awards will be made in respect of 
reports and accounts laid before companies in 
general meeting within the year ended December 
31st, 1955. Particular consideration will be given to 
the making of an Award to a company submitting 
accounts which do not involve the complexity of 
those of a large group. 


Companies are invited to send for consideration 


copies of their reports and accounts (with any 
chairman’s statement circulated to shareholders) to: 
The Secretary, 
The Accountant Annual Awagds, 
4 Drapers’ Gardens, 
London, EC2. 

The closing date for the receipt of entries for the 
1956 Awards is Tuesday, January 31st. 


PANEL OF JUDGES 
The panel of judges is composed of: Mr Montagu ` 
Gedge, OG Chairman; Mr W. L. Barrows, J.P., 
F.c.A.; Sir Harold Barton, F.c.a.; Lord Latham, 
J.P., FACCA; Mr Thomas Lister, M.A., GA: Mr 
Bertram Nelson, C.B.E., J.P., F.8.A.A.; Mr G. Tyser; 
Mr Derek du Pré, Editor, The Accountant, 


FINANCE AND COMMERCE 


Business in the stock-markets remains narrow and 
price movements are exaggerated by the thinness of 
conditions. Fresh development of new issue activity 
means strong competition for available investment 
funds and, despite some temporary improvement, 
the longer-term outlook remains obscure. 


Loblaw Groceterias 


With this week’s accounts, the scene moves to 
Canada. We reprint the accounts of Loblaws, the 
company that runs a grocery chain centred in 
Toronto — Loblaw Groceterias with seventy-six 
stores in Toronto and many more in the surrounding 
territory. We can only take an extract from the full 
publication, but one thing that stands out in the 
company reports of our brothers and cousins on the 
other side of the Atlantic is the publicity they give 
to the people who run the business. Here, directors 
are no more than names on the report. This par- 
ticular report gives portraits of twenty-two of the 
company’s executive officers from Mr George C. 
Metcalf, the president and general manager, to the 
comptroller and assistant secretary, the manager of the 
tea and coffee department and the purchasing agent. 
Other pictures show Loblaws in ‘planned and 
designed’ shopping centres, the ‘ “hottest” develop- 
ment in retail operations today’, where are combined 
‘all the shopping facilities and services that modern 


_ living demands’. One of them runs to nearly 2$- 


million square feet, which ds quite a lot of space in 


„Agres. And the size of the adjoining car park would * 


make motorists here green with envy. 


LOBLAW GROCETERIAS CO LIMITED 
Extract from ‘Review of Operations’ 
SALES 


A vigorous and aggressive expansion policy, coupled with 
the ever-increasing Improvement In the Canadian economic 
picture has resulted in a steady rise in sales since the end of 
the war. Sales of $229,245,169 are at a new high for the 
eleventh consecutive year, and represent an Increase of 
12:8 per cent over the Ale dees peak of STE 
and 376-8 per cent over the 1946 total of $48,080,540. It Is 
interesting to note that the pre-war record was $23,128,430 
In the fiscal year 1938-39. l 


increase over 
1946 Sales 





229,245,169 


EARNINGS 


Record net profits of $5,004,089, equal to $5.25 per share on 
combined Class A and Class B shares, compare with $4,439,074 
or $4.66 per share In the year 1953-54. The accounts of 
Loblaw Inc have not been consolidated, and only dividends 
received ($209,554) have been Included In the profit and" 
loss account. The §mpact of income taxes is exemplified by 
the latest year’s provision of $3,614,524. This is equal to 
$3.79 per share, more than double dividend payments 
of $1.50 per share. 
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The notes on the accounts are too lengthy to 
reproduce but from them we extract the fact that to 
depreciation at normal rate was added a “discretion- 
ary provision’ of $225,000, the aggregate being 
within the limit allowable under income tax regula- 
tions. In the 1954 fiscal year, the additional pro- 
vision over normal rates was $341,090. The net 
accumulated amount to date by which taxes otherwise 
payable have been so reduced is $684,022. 

Another point from the notes is that the Class A 
shares are really a cumulative preferential class with 
further participation. They can be redeemed at 
$50 a share or purchased at market price up to that 
figure. This stating of preference rights in the annual 
report might well be done here where the informa- 
tion is usually buried in the reference books. The 


same applies to the statement of debenture-holders’ 


rights which also form part of the notes. 


Returns Misieading 


“It was found that the monthly returns submitted 
during the year were misleading,’ Mr J. C. Spencer, 
chairman of George Spencer Moulton & Co Ltd, 
tells shareholders in his annual statement. 

Mr Spencer explains that a high proportion of the 
company’s business is the manufacture of rubber 
buffer and draw-springs for railway rolling stock. 
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Unfortunately, with the nationalization of British 
railways and the universal adoption of the rubber ` 
springs, competition has been incréasingly severe. 
In meeting this situation, the company has been 
faced with the difficulty that its manufacture of 
springs forms a much higher proportion of its total 
output than those of its competitors, who are conse- 
quently enabled to undertake business of this kind 
at unremunerative prices without seriously affecting 
their overall profitability. 
The fact that the business had been running on 
unreliable monthly returns was not discovered until 


-the full accounts were being prepared towards the | 


end of June 1955. It was then revealed that not only 
had a loss been sustained in 1954 but a further 
substantial loss had been incurred for the first seven 
months of 1955. When the true position was disclosed 
to the board, immediate steps were taken to remedy 
the situation. 


Money Market 


With applications for ‘Treasury bills totalling 
£379,705,000 on January 13th, the market Gees 
50 per cent of requirements at a maintained bid of 
£98 19s 8d. The average rate was virtually unaltered 
at {4 1s Good per cent. This week's offer is {250 
million in g1-day bills. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Register of Members: Trusts 


Sm, -I.should be glad of readers’ views on the 
designation of accounts in the share register. 

Section 117 of the Companies Act precludes the 
notice of any trust, expressed, implied or construc- 
tive, being entered on the register, but a company 
registrar friend of mine tells ‘me that following 
pressure from one of the banks he has agreed to 
split a holding in the sole name of the bank into 
some ninety different accounts, identified by numbers 
and prefix letters. 

The bank’s argument apparently is that E 
designations are not EE as notice of a trust, 
and they maintain that there are very few companies 
of any importance which do not accept designated 
accounts. 

In my view, the designation of an account is direct 
evidence that somebody other than the registered 
member has an interest in the holding And that the 
entry in the register of a number and/or prefix 
letter in addition to the member’s title can only be 
regarded oa implying the existence of a trust, and 
is, therefore, contrary to Section 117. 


I can’ see no objection to marking, in pencil, on’ 


` the register sheet of a deceased member, the name or 
names of executors, but 
“accounts in the way suggested by the bank, lays the 


TI think that to designate ° 


‘registrar open to all sorts of come-backs, while at 
the same time it would seem that his department 
would be doing part of the trustee work of the bank, 
for which the latter is paid. 

Į have been unable to obtain confirmatfon of the 
bank’s allegation that companies now accept desig- 
nated accounts and I should welcome readers’ views. 

Yours. Re 


Company Law Point 


- Sir, — It would appear that the point raised by Mr 


J. Holmes in your issue of November rath, 1955, has 
not yet been answered. 

Your correspondent should note that the Com- 

Se Act, 1948, nowhere defines ‘capital reserve’ 

ut merely states what should not be included under 
such heading. Thus, by implication, ‘capital reserve’ 
is used to describe ~ - 

(1) Reserves which cannot legally be-distributed as 
dividends, e.g. share premiums, capital re- 
demption reserve fund, etc.; and 

(2) Reserves which, because of their origin or the 
purpose for which they are retained are con-' 
sidered byethe directors not to be available for 
distribution as dividends. 

Clearly, therefore, the premium on issue of shares 
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cannot be used in the way suggested, but whether 


the profit on sale of assets can be so transferred 
depends on the circumstances under which. they 
arose, 

That capital profits can be distributed is clearly 
shown in k v. British Bank of South America 
((1892) 2 Ch. 198), the important point being that 
the capital fund must be kept intact before the 
surplus can be distributed, and this must be ascer- 
tained by a bona fide valuation of the whole of the 
assets and liabilities (Foster v. New Trinidad Lake 
GEN Co ([1gor] 1 Ch. 208)). 

I would refer Mr Holmes to these. cases and to 
Chapter 7, aragraph o of Spicer and Pegler’s 
Practical Auditing and Ranking and Spicer’s Company 
Law, Se 13, paragraph 4. 

Yours faithfully, 
Highcliffe-on-Sea, Hants. A. G. HILLMAN. 


‘The Practising Accountant’s 
Relationship to Managemient Accounting’ 
Sir, ~ In your issue-of January 7th your contributor 

Mr R. G. Leach, C.B.E., F.C.A., says, 
‘Rarely is the [practising] accountant regarded as 
contributing to national productivity.’ > 
As a practitioner for twenty years, and for the last 
ten years the director of a national trade federation, 
I regard this implied reproach as both serious and 
- rstihed. 


The average practising accountant possesses all the 
qualities and most of the knowledge required to 
enable him to offer services in management account- 
ing to his clients, and so make a valuable contribution 
to productivity. ‘Why does he so often refrain from 
doing so? Does he suspect that his extra labours 
i have to be covered by his present annual 
fee? Let him take heart from the roo guineas per 
week so often paid to the ‘consultant’ who starts 
with littlé or no eege of the particular business 
concerned. Or is he deterred from entering this field 
by the feeling that some parts of it do not come 
within his province, or by the mistaken idea that it 


is essential, and therefore too difficult, to install ` 


cost accounts, materials controls, and bu 
control all at once? Or even that only the | 
‘business needs, or can afford, such management ele 

None of these objections is valid. The provision 
of the records and analyses which are the basis of 
management planning and control is well within the 
compass of the practising accountant; he is already 
well versed in the simple techniques required to 
ascertain the nec facts, or to amend the system 
of records so as to`yield them. 

Planning calls for forecasts, and no one is so well 
qualified as he is to marshal and interpret the facts 
and to assist management in making forecasts. Nor 
is it essential to install a complete system of cost 

‘accounts and controls at once; always provided that 
the whole ultimate system is envisaged, its installa- 
tion can and probably should proceed piecemeal, 
so that each part is working well before the next part 
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is commenced. Almost every one of the necessary 
procedures can stand alone and render its valuable 
service to management. 

This Federation has 750 member firms, of whom 
80 per cent employ less than 100 persons, a size 
Pe common in British industry. They sell at 

ome and abroad in fiercely competitive conditions. ` 
Few can afford to hire full-time service for the 
installation and maintenance of a full system, and 
so far as I can discover, little or nothing has been 
done either by the practising accountant, or the 
professional institutions, or even the text-book 
writers to initiate the smaller firms, step by step, 
into the simple techniques which their circum- 
stances demand. For this reason, some trade associa- 
tions, including my own, are working to fill this gap 
by devising systems and controls appro- 
See to ae firms in our industries, but 
eaving it to the practising accountants to install 
them. Here is the practising accountant’s oppor- 
tunity; often the spade work of devising an appro- 
priate system has been done for him, and he ıs left 
only to institute the necessary records and analyses 
so as to yield the specified information and to advise 
upon its uses. But he must, above all, become an 
advocate for these systems, confident in the know- 
ledge that their installation will more than repay 
their cost. 

. The average practitioner is obsessed with historical 
E and taxation, a stultifying and unpro- 
ductive use for his great qualities. I, too, urge him 
to enter this modern and rewarding field of profes- 
sional activity, and so render a producttve service to 
his industrial clients and to the nation. 

Yours faithfully, 
H KENNEWELL, F.c.a. 
Director, 
, THe NATIONAL HOSIERY 
MANUFACTURERS’ FEDERATION. 


IMPORTANT ANNOUNCEMENT 
: BY | 
H. FOULKS LYNCH & CO 


_ Owing to the continued expansion of the accountancy 
profession and the increasing demand for our services, - 
additions to the Tutorial Staff have become desirable. 
EE from qualifled accountants are invited 

the following headings: 


(a) Full-time Tutors far appointment to the salaried 
staff participating in a pension scheme. Com- 
mencing salary will be on qualifications 
and éxperience. Ability to lecture is not essential 
though desirable. The prospects are excellent. 


(b) Part-time Tutors and lecturers. Remuneration is 
on a daily or hourly basis and the appointments 
are very suitable for young practitioners.. 


Applications should be addressed to the Managing 
rs, H. Foulks Lynch & Co Ltd, 804 Coleman 


Directo 
Street, London ECZ, and atate’ date of ‘qualifymg and 
` details of professional and any tutorial experience. 


o THE ACCOUNTANT 


January 21st, 1956 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 


MEETING OF THE COUNCIL 


A meeting of the Council of The Institute of Chartered 
Accountants in Ireland was held in Dublin on Tuesday, 
December 20th, 1955. 


Attendance 


The President, Mr F. Cleland, was in the chair, and there 
were also present Messrs 
H. E. A. Addy, P. Butler, G. E. Cameron, A. E. Dawson, 
R. E. McClure, H. Trevor Montgomery, R. P. F. Olden, 


J. Walker and D. McC. Watson, with Mr W. S. Orr,. 


Secretary, and Mr H. Stevenson, Joint Honorary Secretary 
and Treasurer, in attendance. 


An apology for absence was submitted for Mr P. J. 
Purtill. 


. Death of Mr G. E. L. Olden, F.C.A. 


The Council received with regret the report of the 
death of Mr Charles Edward Louis Olden, F.c.a., 
Cork. The late Mr Olden, who was admitted to 
membership of the Institute on November ist, 1899, 
was a former member of the Council, and President 
during the years 1929-30 and 1930-31. 

The sympathy of the Council was extended to 
Mr R. P. F. Olden, and to the late Mr Olden’s widow 
and family. 

Fellowship 
Mr Eoin Desmond Reynolds, B.COM., A.C.A., Dublin, 
was elected to Fellowship with effect from January rst, 
1956. 
Resignation from Council 

The resignation from the Council, for personal reasons, 
of Mr Patrick J. Purtill, LL.B., F.C.A., ¥.8.A.A., Dublin, 
was accepted with the greatest regret, and the following 
resolution, proposed by the President and seconded 
by the Vice-President, was passed unanimously and 
recorded in the Minutes. 


‘The members of the Council of The Institute of 
Chartered Accountants in Ireland accept with the greatest 


G. F. Klingner, Vice-President; - 


regret the resignation of Mr Patrick J. Purtill, r.c.a., 
from the Council. 

“They wish to record their appreciation of his many and 
valuable services to the Institute as a member of the 
Council since 1942, and as President during the years 
1949-50 and 1950-51. 

‘Mr P "a wide experience and sound judgment i in 
matters affecting the Institute and the profession 
generally, will be greatly missed by his colleagues.’ 


Co-option of Additional Members of Council 


On the proposal of the President, seconded by the 
Vice-President, the following six members were 
unanimously co-opted to the Council in accordance 
with the provisions of the new bye-laws whereby the 
membership of the Council is enlarged to eighteen: 
Mr John Bacon, F.c.a., Belfast. ` ; 
Mr George Arthur Pollexfen Bryan, A.C.A., Belfast. 
Mr Michael Mark Connor, M.COMM., A.C.A., Dublin. 
Mr Jeremiah Francis Dempsey, B. COMM., A.C.A., Dublin. 
Mr James Graham, B.COM.SC., F.C.A., Belfast. 
Mr Howard Waterhouse Robinson, B.a.(MoD.), LL.B., 
B.COMM., F.C.A., Dublin. 


Examinations, November 1955 


The reports of the examiners on the examinations 
held in November 1955 were submitted showing that 
in the Final examination 36 per cent of the candidates 
had been successful, compared with 23 per cent at the 
previous examination; and that in the Intermediate 
examination 34 per cent had passed compared with 
35 per cent in May 1955. In the Preliminary 
examination 3 candidates out of 14 were successful. 


Resignations e 


The resignations of Mr G. W. Butler, A.C.A. , Worthing, 
England, and Mr D. S. FitzHenry, a.c.a., Belf 
from membership of the Institute were accepted, 


RESULTS OF EXAMINATIONS HELD IN NOVEMBER 1955 


FINAL EXAMINATION + 


First Place and the ‘Arthur H. Muir Memorial Prize 
Mills, Maurice William (Belfast). 


Second Place 
Kavanagh, James Ronald, B.A. (Dublin). 


Third Place 
Kelly, Patrick Joseph, B.comm., (Dublin). 


Full List of Names of Successful Candidates 

(tn alphabetical order) 

Barbour, David William (Portadown, 
Brassington, Trevor Francis (Du Britton, Peter 
William ublin); Carroll, (Clones, Co. 
reel A Cody, Denig Anthony Lorenzo (Killiney, Co 
‘ Dublin); 
-eChristo her (Enniscorthy, Co. Wexford); 

Bemard ane Co. Mayo); 


Co. Armagh); 


Forde, Patrick 
vin, Margaret 


Coppel, Ronald Levis (Belfast); Cullen, William , 


(Dublin); Haughey, Noel Christopher (Dublin); Houlihan, 
Edward rard (Kilmallock, Co. Limerick); 

George Willem Bryan (Portadown 
jock PD James Ronald Dublin) *Kelly, 
Joseph ublin); Kerins, John F. (Dublin); Kilcoyne, 
Bartholomew (Dublin); McCrea, Francis Ian (Belfast); 
McEvoy, Edward Gerald (Dublin); McGilligan, Patrick 
Thomas (Dublin); *Mills, Maurice William Peet” 
Nesbitt, Denis (Belfast); O’Donnell, Don (Belfast 
OH , Brian Kevin (Dublin); O’Kane, Fergus 
Gregory (Belfast); O’Reilly, Gerard Laurence (Blackrock, 
Co. Dublin); O’Sullivan, Edward John (Mullingar); 
Russell, Patrick (Thurles, Co. Tipperary); Savage, John 
Nelson. (Belfast); Seymour, Derek Arthur (Dublin); 
Winter, Harold James (Belfast). 


30 candidates passed. i g 
54 candidates failai" of whom 2 were deferred for re-examina- 
tton in one subject under bye-law Top. 


*See also place list above. 
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INTERMEDIATE EXAMINATION 
First Place and the ‘Yohn Mackie’ Memorial Prize - 
Hughes, Jeremy Owen Thomas, B.A. (Belfast). 
Second Place 
More-O’Ferrall, John Lewis, B.A. (Dublin). 
Third Place 
Lewis, Ronald Arthur Cecil (Dublin). 


Full List of Names of Successful Candidates 
Ga alphabetical order). 

Clifford, Daniel Brendan (Dublin); Compton, Henry 
Patrick (Dublin); Corrigan, John Oliver (Armagh); 
- Costelloe, John Joseph (Ennis, Co. Clare); Curran, Thomas 
Gerard (Léndonderry); Geary, Brendan Patrick (Limerick); 
Graham, John Stanley (Belfast); Hourihane, John Deamond 
(Dublin); *Hughes, Jeremy Owen Thomas (Belfast); 
, R Joha Eunan (Dublin);- Leahy, Henry Francis 

(Dublin); *Lewis, Ronald Arthur Cecil (Dublin); McCoy, 
Ronald, (Belfast); McKinley, A. Malachy (Ballycastle, Co, 
Antrim); Magill, Ian Maxwell (Whitehead, Co. Antrim); 
Martin, Henry (Newtownards, Co. Down); ®More- 
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O’Ferrall, Jobn Lewis (Dublin); Oliver, Thomas i 
(Dublin); Prior, John Patrick Robert (Dublin); Razak bin 
Yusof, Abdul (Dublin). 
20 candidates passed. 38 candidates failed. 
*See also place list above. 


PRELIMINARY EXAMINATION 
Full List of Names of Successful Candidates. 
(in alphabetical order). 
Ferris, John Michael (Lisburn); Magee, Charles Noel 
(Belfast); Manning, Victor Duncan (Londonderry). 
3 candidates passed, 11 candidates failed. 


SUMMARY OF RESULTS 
Inter- Pre- 
~ Final mediate liminary Total 
Candidates successful.. 30 20 3 53 
Candidates failed 1. 54 38 II 103 
Candidates sat ,, 84 58 14 156 





FOR STUDENTS | 


INSTITUTE RECOMMENDATIONS 


No. VIII. Form of balance sheet and profit and 
loss account 


Recommendation VIII of The Institute of Chartered 
Accountants in England and Wales was published 
on July 13th, 1944. The preamble states: 


‘Businesses are so varied in their nature that there must 
be a flexibility in the manner of presenting accounts and 
a standard form to suit every commercial and industrial 
undertaking is neither practicable nor desirable. The 
financial position can, however, be more readily ap- 
preciated if the various items in the balance sheet Are 
grouped under appropriate headings and a proper view 
of the trend of the results can be obtained only if certain 
Principles are consistently applied and if profits or losses 
of an exceptional nature or relating to previous periods 
are stated separately in the profit and loss account.’ 


_The majority of the specific matters which are 


recommended for adoption have since been incorpor- 
ated in the provisions of the Eighth Schedule, Com- 
panies Act, 1948. This includes the showing of redemp- 
tion dates of any redeemable preference shares, the 
disclosure of contingent liabilities, the identification 
of extraneous or non-recurrent transactions in the 
profit and loss account, and many other matters. 

Four matters of more general interest have not 
received such statutory recognition, however, and these 
are summarized below: 


(1) The use of general headings for a balance sheet, 
such as ‘liabilities’ and ‘assets’, is considered to be 
both inappropriate and unnecessary. 

(2) A sub-total of share capital and reserves is advocated 
for inclusion in the balance sheet, as this will show the 
total interest of shareholders in the company. . 

(3) It is suggested that the expreasion ‘long-term liabili- 
ties’ should be applied to those liabilities which are 
not due for payment until after the lapse of one year 

i from the date of the balance sheet. ` S 

(4) It is recommended that all deben , Mortgages and 

other long-term loans or liabilities should be grouped 


together and, where practicable, the dates and terms 


of redemption should be stated. 


BANKRUPTCY 
Acts of Bankruptcy 


In some respects, bankruptcy proceedings may be 
regarded as being as much a social undertaking as a legal 
undertaking. Clearly, in any community itis desirable that 
there should be some procedure under which an insolvent 
debtor can surrender his assets to a trustee and, after 
due formalities, be released from the obligations he has 
incurred. In many cases, the debtor’s insolvency has 
arisen through some financial calamity, such as the 
incidence of an uninsured loss, or a claim at law for 
damages, and as the law has seldom much concern for 
the financial position of a defendant in a lawsuit, it is 
only when judgment in such a case has been given that 
the debtor is faced with the realization that he cannot 
possibly pay all his debts. In a civilized community, it is 
usually agreed that it is inequitable for a man to have to 
carry a burden of debt all through his life, and bankruptcy 


proceedings, in effect, enable a debtor to obtain a fresh - 


start in life, freed from his financial indebtedness. 

It is not sufficient, however, for a debtor merely to be 
insolvent before bankruptcy proceedings can be started. 
With few exceptions, there must be an ‘act of bank- 
ruptcy’ by the debtor which will provide grounds for a 
creditor to petition the Court for a receiving order to be 
made. 

The acts of bankruptcy are detailed in Section 1 of the 
Bankruptcy Act, 1914. They are eight in number, and 
may be summarized as follows: 

(x) If in England or else®here, the debtor makes a con- 
` veyance or assignment of his property to a trustee for 
the benefit of his creditors generally. 


(2) If in England or elsewhere, the debtor makes a 
' fraudulent conveyance or transfer of his property. 


(3) If in.England or elsewhere, the debtor makes any . 


conveyance or transfer of his property which woul 
under the law of bankruptcy, 
preference if he were adjudged bankrupt. - 

(4) If, with intent to defeat or „delay his 
s- debtor departs out of England, remains out o 


void as a fraudulent: 


itors; the ` 
gland, ` 


departs from his dwelling-house, or begins to keep .=- 


, ` bouge, : ` 


72 THE ACCOUNTANT 


(5) If execution ‘has been levied against the debtor by 
seizure of his goods and the goods have been sold, 
or held by the sheriff for twenty-one days. 

(6) If the debtor files in the Court a declaration of his 
inability to pay his debts, or presents a bankruptcy 
petition against himself. 

(7) If a bankruptcy notice has been served on the debtor 
and he does not, within seven days thereafter, pay the 
judgment debt ordered to be paid or show that he has 
a counter-cluim which he could not set up in the 
action in which the judgment was obtained. 

(8) If the debtor gives notice to any of his creditors that 
re EE or is about to suspend payment of 

ebts 


For the purposes of petitioning the Court for a 
receiving order, an act of bankruptcy is effective only for 
three months, and if, for example, the debtor fails to 
comply with a bankruptcy notice issued on January rst, 
then after April 8th, no creditor can petition the Court 
for a receiving order unless the debtor has, in the mean- 
time, committed a further act of bankruptcy. 


g Petitions for a Receiving Order 


If a debtor has committed an act of bankruptcy, then, 
within three months thereafter, a creditor, or the debtor 
himself, may make a petition to the Court for a receiving 
order to be made against the debtor. 

A creditor can present a bankruptcy petition only if: 


(1) the debt owing to the petitioning | creditor, or if two or 
more creditors join in the petition, the te 
amount of the debts owing to the creditors petitioning, 
amounts to £50; 

(2) the debt is a liquidated sum payable either immediately 
or at some certain future time; 

(3) the debtor must be domiciled in England, or within a 
year before the date of the petition have ordinarily 
resided or had a dwelling-house or place of business in 
England, or have carried on business in England 
personally or by means of an agent, 


If the petitioning creditor is a secured creditor he 
must either surrender his security for the benefit of the 
creditors generally, or give an estimate of the value of the 
security. In the latter case, he will be admitted as a 
petitioning creditor only to the extent of the balance of 
the debt due to him after deducting the estimated value 
of the security. 

A creditor who has assented to a deed of arrangement 
which has been accepted by other creditors and properly 
registered cannot present a bankruptcy petition founded 
upon the execution of the deed. However, any creditor 
who does not assent to a deed of arrangement may found 
a bankruptcy petition upon its execution; if the deed 
should become void (e.g. by non-registration), any 
creditor may found a bankguptcy petition thereon, 
provided the time limit of three months from the date of 
execution has not been exceeded. 

‘The petition of a creditor must be verified by affidavit 
and the creditor must give the Court information re- 
garding the debt on which the petition is founded — i.e. 
he must afford proof of the debt. Lf the Court is satisfied 
with the proof of the petitioning creditor’s debt, it may 
make a receiving order, the immediate effect of which i is 
that the Official Receiver is constituted receiver of the 
property ‘bf the debtor, and ‘ho other creditor may have , 
eoany remedy against the debtor, or his property, without ` 
the leave oe the Court. This, however, does not affect the 
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power of any secured creditor to realize or deal with his ` 
security in the normal manner. 

Every receiving order is advertised in a local news- 
paper and is also ‘gazetted’ — i.e. it is published in the 
London Gazette. 


COMPANY LAW 


Directors- I 


Section 176 of the Companies Act, 1948, requires that 
every company registered on or after November 1st, 
1929, which is not a private company must have at least 
two directors: every other company (including ‘ll private 
companies) must have at least one director. P 

Where there is a sole director, that director may not 
also be the secretary (Section 177); but in, other cases, - 
there is no legal prohibition to the secretary being a 
director of a company. In practice, the secretary is 
frequently found to be a member of the board. 

To counter any adroit avoidance of the foregoing 
provisions, it is also enacted (Section 178) that no com- 
pany may have as its secretary a corporation, the sole 
director of which is the sole director of the company. 
Conversely, no company may have as sole director a 
corporation, the sole director of which is secretary of 
the company. Subject to these restrictions, a director 
or a secretary may be a body corporate. 

The Companies Act, 1948, does not require a director 
to be possessed of any shares before he may be elected a 
director; in other words, there is no share qualification 
under the Act. A share qualification is often imposed by 
the company’s articles of association, but Table A - 
the model set of articles given in the First Schedule — 
which applies to companies floated under the Com- 
panies Act, 1948, where no special articles to the contrary 
are filed, states that no share qualification shall be 
required unless and until so fixed by the company in 
general meeting. 

In cases where a share qualification is imposed 
on a director, Section 182 is applicable. This requires 
every director who is under an obligation by the articles 
to hold a specified share qualification and whe does not 
hold this to obtain his qualification shares within two 
months after the date of his appointment as a director, 
or, if a shorter period is fixed by the articles, within 
such shorter period. 

If the director does not obtain his qualification shares 
within the stipulated time limit, then two months after 
the date of his appointment (or after such shorter period 
as is laid down by the articles) he automatically vacates 
office. Similarly, if at any time he ceases to hold his 
qualification he automatically vacates office. In either 
case, the director cannot be reappointed until he has 
obtained his qualification shares. 

Where the company has issued share warrants (which 
are a form of share certificate which is transferable by 
simple delivery, requiring no registration with the com- 
pany on transfer), it is also laid down that the holder of a 
share warrant shall not be deemed to be the holder of the 
shares comprised in the warrant for the purposes of a 
director’s share qualification. In cases where a director 
acquires shares in the form of share warrants, and wishes 
to have these taken into account for the purposes of a 
share qualification, it will be necessary for him to 
surrender the shdte warrants and have his name entered 
on the register of members, when he will be issued with 
a share certificate for the shares held by him. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 

The following is a list of Associates elected to Fallow: 
ship and applicants admitted to membership at the 
Council meeting held on Januaiy 4th, 1956, who 
completed their Fellowship or Membership before 
_ January 17th, 1956. 

Associates elected Fellows 


' Bennett, Oswald Bartrum Tom; 1939, A.C.A.; (Thornton ) 


& Thorson), 8 King Edward Street, Oxford. 

. Bevis, Gordon Frederick; 1949, A.C.A.; 25 Westgate 
Street, Bury St Edmunds, Suffolk. 

Praen: Geoffrey Travis; 1931, A.C.A.; (Boyer, Thwaites 

Co), 22 Bridge Street, Deansgate, Manchester, 3. 

Gee Peter Hugh; 1947, A.C.A.; (Chas. Clemetson 
& Co), 34 Pencester Road, Dover. 

Collins, John Alford Kingswell, M.c.; 1948, A.C.A; 
én E. Hook & Co), 21A St Thomas’ Square, Newport, 
sle of Wight, and at Ryde and Shanklin. 

Duncan, Kenneth; 1949, A.C.A.; (Duncan Watson & Short), 
B22 The Temple, Dale Street, Liverpool, 2 

English, Maurice George; 1949, A CA: 3. Oak Street, 

akenham, Norfolk. 

Fox, (Miss) Margaret; 1950, A.C.A.; (*Howard, Howes 
of SH Norfolk House, Norfolk Street, Strand, London, 

Harrison, Arthur Edward; 1937, A.C.A.; (Duncan Watson 
& Short), B22 The Temple, Dale Street, Liverpool, 2. 

Hill, Richard Bucknell; 1937, A.C.A.; (Arnold Hill & Co) 

- and (Bird & Potter), 28 Victoria Street, Westminster, 
, London, SWr. 

Jacobs, Maurice William Alfred; 1950, A.C.A.; (A. E 

: Hook & Co), 165 High Street, Ryde, Isle of Wight, and 
; at Newport and Shanklin. 

Jennison, Leslie; 1937, A.C.A.; (Stanley Kennard & Co), 
‘22 Theobald’s Road, London, WC1. 

Kidson, Douglas Derrick, M.A; 1949, A.C.A; (*Kidsons, 
‘Taylor & Co), 1 Booth Street, Manchester, 2, and at 
'London. 

Macve, Alfred Derek; 1935, A.C.A.; (Dangerfield, Brewis 
& Co), 56 Cannon Street, London, EC4. 

Maynard, Brian Alfred, MA: 1947, A.C.A; (Cooper 
Brothers* & Co), 14 George Street, Mansion House, 
London, EC4, and at Liverpool and Lag os. 

Meigh, Walter Thomas; 1950, A.C.A.; (*Howard, Howes 
e eo Norfolk House, Norfolk Street, Strand, London, 


Mitchell, Robert William; 1938, A.C.A.; (Andrew Reed & 
Son), ‘Lowther Street, Whitehaven, and (Nicholson & 
Franks), 134 Queen Street, Whitehaven 

Parker, William; 1950, A. CA. (Aston, Wilde & Co), 
45 Newhall Street, Birmingham, 3: 

Patérson, George David, T.D., M.A; 1939, A.C.A; 
(*Whinney, Smith & Whinney), ‘Central Bank Chambers, 
Infirmary Street, Leeds, 1, and at Blackpool, London 
arid Manchester. 

Stickland, Gilbert Roy; 1935, A.C.A.; (G. G. Stickland ër 
Son), 88 Chancery Lane, London, WCz2, and at Ealing. 

Terms, James Sydney; 1939, A.C.A.; (Thornton & Thorn- 
ton), 8 King Edward Street, ord. 

Turner, Sidney Vaux; 1933, A.C, A.; (**Whinney, Smith & 
Whinney), Midland Bank Buildings, Spring Gardens, 
Manchester, 2, and at Blackpool; Leeds and London. 

West, Kenneth; 1950, A.C.A.; (Kenneth West & Co), 
434 Low Pavement, Chesterfield, and at Sheffield. 

York, Alan Charles Jackman; 1940, A.C.A.; (C. Stanley 

< Dawson & York), 5a Southbourne Grove, "West South- 
bourne, Bournemouth. M 

(Not in England and Wales) 
Graham, Paul Trevor; 1927, A.C.A.; (*Price Waterhouse 


Bar a yn i re 


& Co), (*Price Waterhouse, Peat & Co) and (*Peat, 
Marwick, Mitchell & Co), 27 Soliman Pasha Street, 
Cairo, and at Alexandria, Khartoum, Nicosia, and 
Addis Ababa. 
Admitted as Associates 
(Not in Practice) 

Bowles, Victor Henry, with *Turquand, Youngs & Co, 
19 Coleman Street, London, ECz. 

Burke, David Huson, with Peat, Marwick, Mitchell & Co, 
11 Ironmonger Lane, London, EC2. 


Former Member re-admiited to Membership 
Jones, David Bradwyn, ‘Pinehurst’, Haldon Avenue, 
Teignmouth. l 


Personal 


Messrs RusseLt & Mason, Chartered Accountants, 
announce that, as from January gth, 19 56, they have 
moved their offices from St Martin’s House, 29 
Ludgate Hill, London, EC4, to Tem si Chambers, 
Temple Avenue, London, EC4. Telephone: Fleet 
Street 5105-6. 


_ Messrs Newman, Bices & Co, Chartered Account- 
ants; of 14 Harborne Road, Birmingham, 15, announce 
that as from January rst, 1956, they have amalga- ` 
mated their practice with that of Mr G. H. L. 
WOODLEY, F.C.A., of 36 Wentworth Road, Birmingham 
17, and formerly of 3 New Street, Birmingham. The 
combined practices will be carried on under the 
style of Newman, Bices & Co, at 14 Harborne Road, 
Birmingham, 15. 

Mr A. W. Gray, C.A., of County Buildings, Tain, 
Ross-shire, announces that as from January rst, 1956, 
he has taken into partnership Mr J. P. BUTLER, 
A.C.A. The practice will be carried on under the firm 
name of A. W. Gray & BUTLER at Alexandra House, 
Tain. 

Messrs CARNABY HaRROWER, BARHAM & Co, 
Chartered Accountants, of College Hill Chambers, 
London, EC4, announce that they. have admitted 
into partnership, as from January rst, 1956, Mr JOHN 
STANLEY HOWARD VINE, D.S.C., F.c.A. The name of 
the firm will remain unchanged. 


Mr Peter M. Lowick, F.c.a., of 69 Queen Square, 

Bristol, 1, announces that as from January rst, 
1956, he has taken into partnership Mr G. W. B. 
BROADHEAD, A.S.A.A., who has been his chief clerk 
for the past two years. The style of the firm will be 
Lowick & BROADHEAD and the address will remain 
unchanged. 


Messrs Reaps, Cocke & Watson, Chartered 
Accountants, “of 47 Gresham Street, London, ECa2, 
and in Guernsey and Jersey, announce that Mr 
Encar N. Reap, F.c.A., the youngest son of Mr G. N. 
Reap who founded the firm in 1869, retired from 
the partnerships as from December 31st, 1955, after 
sixty years in practice. The namés of the firms will 
remain unchanged. . ? e 


go eS ee ee 
* placed against a firm name signifies that the firm is not ™ 


exclusively composed of members of the Institute. 
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Messrs Deacon, GULD & Co, Chartered Account- 
ants, of Lloyds Bank Chambers, Greyfriars Lane, 
Coventry, announce the retirement of Mr ALEC 
GUILD, F.c.A., from the partnership. The practice 
will be continued at the same address by Mr K. W. 
DEACON, F.C.A., and Mr R. E. WEAVER, A.C.A., under 
the style of Deacon & Co. 

Mr Avec GUILD, F.C.A., announces that he has 
cammenced to practise in his own name at 42 
Armorial Road, Coventry. 

Messrs MIDDLETON & STEWART, Accountants, 
of Cavendish House, Cavendish Street, Chesterfield, 
announce that Mr D E. B. BRADBURY, A.S.A.A., a 
senior member of their staff, has been admitted a 
partner in the firm as from January rst, 1956. 

The Far Eastern firm of Messrs TURQUAND, 
Younes & Co announce the admission to partner- 
ship of Messrs F. W. WESTWORTH, A.C.A., and G. G. 
VAN HIEN, M.B.E., A.C.A., in Singapore, and K. V. 
THOMPSON, A.C.A., In North Borneo. 


Professional Notes 


Viscount De L'Isle, v.c., P.C., D.L., A.C.A., has been 
E a director of Schweppes Ltd. 

Herbert E. Hill, SGA, chairman of Birfield 
Industries Ltd and Laycock Engineering Ltd, has 
joined the boards of Darwins Ltd and its sub- 
sidiary companies. 

The De Havilland group of companies has 
announced the following appointments as a result of 
the recent reorganization of the group: Mr C. C. 
Taylor, A.C.A., chief accountant of the De Havilland 
Aircraft Co Ltd, has been appointed chief account- 
ant of De Havilland Holdings Ltd; he will be suc- 
ceeded in his former position by Mr W. D. Rennie, 
C.A., who is at present chief accountant of the De 
Havilland SEH Co Ltd. The appointment is also 
announced of Mr P R. Phillips, M.C., A.C.A., as 
secretary of the De Havilland Aircraft Co. 


Mr J. Latham, C.B.E., A.C.A., to be 
Coal Board Deputy Chairman 


The Minister of Fuel and Power has appointed 
Mr J. Latham, C.B.E., A.C.A., to be deputy chairman 
of the National Coal Board i in succession to Mr James 
Bowman who is to become chairman of the Board on 
the retirement of Sir Hubert Houldsworth, Q.C., 
on July 31st, 1956. 

‘Mr Latham was appointed Director-General of 
Finance of the National Cal Board in 1946, and he 
was appointed a full-time member of the Board last 
eye 

Fifty Years in Practice 
To. mark the completion of fifty years in practice of 
the senior partner, Mr Hugh Boyd, c.3.z., F.c.a., and 
the firm, Che partners of Atkinson & Boyd, Belfast, 
entertained their étaff to dinner on January 7th, 1956. 

Among the guests‘were Mr Frank Cleland, ¥.c.a, 
(President of The Institute of Chartered Accountants 
in read) and Mrs Cleland, and Mr R. E. McClure, 
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M.B.E., F.c.A. (Chairman of the Belfast Society of 
Chartered Accountants), and Mrs McClure. 

Presentations were made to Mr and Mrs Hugh Boyd 
by the staff. 


The Institute’s Autumn Meeting, 1955 


PROCEEDINGS AT SOUTHPORT 

A record of the proceedings at the twenty-second 
autumn meeting of The Institute of Chartered 
Accountants in England and Wales, held at South- . 
port last October, has been issued by the Institute. 
The booklet, which has a foreword by the President 
of the Institute, Mr W. S. Carrington, F.c.a., contains 
eighty-three pages and includes the President’s 
opening address, the full text of the three papers 
presented at the meeting and the names of members 
of the conference committee and the various sub- 
committees. The booklet is priced 2s 6d post free and 
is available from the Secretary of the Institute. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on “The 
practice and ethics of tax avoidance’, by Mr G. S. A. 
Wheatcroft, Master of the Supreme Court; Chairman: 
Mr D. V. House, F.c.a., Past President of the Institute, 

Wednesday: Rugby Football o Birmingham Students’ 
Society. 

5.30 p.m. at the Institute: Post-intermediate lecture on 
‘Changing price levels and accounting: the balance 
sheet’, by Mr W. T. Baxter, B.COM., C.A., Professor of 
Accounting, University of London. 

Thursday, 5.15 p.m. at the Institute: Introductory course 
lecture on “The fundamentals of auditing’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

Friday, 5.15 p.m. at the Institute: Introductory course 
lectures on (1) “The basic principles of double-entry 

and accounting systems’, by Mr R. J. Carter, B.COM., 
F.C.A.; and (2) “The law and its branches’, by Mr P. W. 
Medd, Barrister-at-Law. 


Saturday: Badminton v. Regent Street Polytechnic. 


Annotated Tax Cases 


Part 5 of Volume XXXIV of the Annotated Tax 
Cases, edited by Mr Roy Borneman, Q.C., is published i 
today and contains reports, with notes on the judg- 
ments, of the follo cases: C.I.R. v. Pay (Ch.D.); 
In re Parkes’ Settlement (Ch.D.); Bingham o CIR. 
(Ch.D.); Kilburn v. Bedford Ch Dr Joshua SE 
& Sons Lid v. Hawkins (Ch.D.); Wiseburgh v 
Domville (Ch.D. ae yre and Rubber Co Lid 
v. Lewellin (Ch Dr Cornwell o Barry (Ch.D.). 
The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 Basinghall Street, 
Lnodon, EC2., kaf 


A Christmas Alphabet: Correction. 
A misprint occurred in question 19 of ‘A Christmas 
Alphabet’ which appeared in our issue of December 
24th, 1955, where the word printed as ee | 
should, of course, have read ‘euphuism’: 


AE = 


Institute of Actuaries 


An ordinary general meeting of the Institute of 

Actuaries will be held in Staple Inn Hall, on Monday 

next, at 5 p.m., when a paper by Mr J. Edey, F.L.A., 

entitled ‘A of distribution of surplus for 

particip pating deferred annuities’, will be submitted. 
ea will be served from 4.30 p.m. 


Our Weekly Problem 
No. 104: Pocker MONEY 


‘Mr L. U.’ Sidate was lunching with Charles and 
Ivor. ‘How many coins have you in your pocket?’ 
asked Charles. They all emptied their pockets. 
“If you gave me twelve pennies for a shilling’, said 
‘Charles to his father, ‘I should have twice as many 
` coins as you.’ Ivor pointed out that if Charles gave 
him three pennies for a threepenny bit he would 
then have five times as many coins as Charles. 

Mr Sidate entered into the spirit of the game and 
said to Ivor: ‘If I give you a sixpence for six pennies I 
shall have three times as many coins as you.’ 


If one of Charles’ coins was a threepenny bit how 
much had he on him? 


: The answer will be published next week. 


ANSWER TO No. 103: ROUNDING OFF 


If n was the ori ginal number the revised total receipts 
would be (n+-1) Ga i.e. St which, being a round 

number of guineas must be be divisible by 21. Also n—1 is 
a ‘round number’; n is 41; m—1 is 40 and n?—1 is 1,680. 
The fee is, therefore, £2, and the total receipts 80 guineas. 
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SEVENTY-FIVE YEARS AGO 
From The Accountant-or JANUARY 22ND, 1881 
Letter to the editor entitled 
FAILURES OF SOLICITORS AND “ACCOUNTANTS.” 


S1r,—Referring to the letter and editorial remarks 
which appeared on the subject of last year’s failures in 
your issue of the 15th inst., I think Justitia deserves 
commendation for bringing the matter into notice, as 
it is evident that in this manner statements obtain 
circulation about accountants which are very injurious 
and unjust to the profession at large. Whilst admitting 
that the thanks of the public are due to those private 
Ee who compile statistics of this sort for the 

enlightenment of the community, still if those figures 

are loosely obtained their value is comparatively nil. 
In Se iat that these “accountants” are not 
Chartered untants, Justitia might have made the 
case much stronger, by showing how the failures of 
those so-called accountants compare favourably in 
point of diminution with those of- solicitors. In 
d to the latter there can be no question as to his 

; he is either a solicitor or not a solicitor; and 

what do the statistics show?—That, in 1880, there 
were 65 failures of solicitors as against 77 in 1879; 
on the other hand, 34 so-called accountants failed in 
1880, as against 51 in 1879, thus showing a much 
greater diminution in regard to the sham accountants 
than in the case of the real solicitors who are not 
hampered by the misdoings of self-constituted 

hangers on. ` 
Yours truly, 

London, January rgth. - SUBSCRIBER 


Ke OF MUNICIPAL TREASURERS 


AND ACCOUNTANTS 


Results of Examinations held in November 1955 


aie places and prizes in the Final SE have been awarded on the combined results of both parte where the concluding part 
l ~has been passed in either May 1955 or November 1955. 


First Place, ‘Arthur Collins’ Memorial Gold Medal and the 
Institute Prize of ‘Chamber od 
Gilliland, Eric James, ries berlain’s GE 


, eg EE 


d 
Second Place and Prize of £5 5 od 
OT Peet fan ames Thomas, M.B.E., Derbyshire, C.C. 
B in May 1955 and Part A at a 
previous examination.) 


i j 


FINAL EXAMINATION 


Third Place and Prixe of £3 3s od 
Catling, Michael Charles Wyndham, Deputy Finance Officer, 
United Manchester Hospitals. 
(Passed Part B in May 1955 and Part A at a previous 
examination.) 
Webber, Roy Seymour, Ipswich B. 
` (Passed Part B in November 1955 and Part A at a previous 
e examination.) 


JOHN FOORD & COMPANY 


Sé VICTORIA STREET, LONDON, SWI 


-Telephone: Victoria 2002 (3 lines) 


VALUERS AND. ASSESSORS | a 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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PART A 
Awarded the ‘Philip Howes’ Memorial Prize of Books to the value of {ro ros od for Local Government Finance é 
**Gilliland, Eric James, Town Chamberlain’s department, Greenock. 
Awarded the ‘John Elliott?’ Memorial Prize of [10 tos od for Advanced Accountancy 
**Tinning, Albert George, West Ham B, 
** Passed Part A in May 1955. 


Adams, L. P., Wednesbury B. Grace, R. G., Surrey C.C. *Melrose, Za , Durham C.C. 
Anderson, W. J., Carliale C.B. *Green, G. W., Rotherham. *Naylor, E „n Colne Valley U.D.C. 
Asbridge, R., Widnes B. Gregory, W. A., Ripley U.D.C. *Noble, E., Kingston upon Hull C.B. 
*Bainea, R., Caernarvonshire C.C. Hancock, D. N., Somerset C.C. Pinchen, R. T., Yorkshire (West Riding) 
Beale, R RY Bradford C.B. Hargreaves, K., Leyland U.D.C. CC. 
Beard, R. C., Berkshire C.C. *Haswell, F., Epsom and Ewell B Piper, J. H. E., Thetford B. 
Bright, Cy Normanton U.D.C. Hawkins, E. Ze ierg B. Poet H., Coventry C.B. 
*Coates SS Buckinghamshire C.C. Hedgecock, A. R., Essex C.C. Powell, T., Merthyr aal 8. 
*Cook, E. "Haslemere U.D.C. Hemsley, W. R. R., Salop € C.C. Seager, D. Ga Hemel tead B, 
*Cunningham R. C., Wiltshire C.C. Hinchliffe, A., Sheffield C.B. Shepherd, F. H., Stoke-on- rent C.B. 
Dale, R. V., Horsham R.D.C. Hobson, T. N., Leicester C.B. *Smith, J., Malvern U 
England, G A., Essex C.C. Howel, Ta R., Dorking U.D. C. *Tebbutt, H., „Widnes, B S 
Evans, G, Glamorgan € CG *Hulse, B. E., Colchester Group HMC  *Truscott, J. H. P., Hampshire CC, 
*Fairhurst, E Widnes B Illingworth D. H., Skipton U.D.C. E CN ' Kingston upon Thames 
Fletcher, J. A. Lincolnshire (Lindsey) Jervis, F, N., West Bromwich B. 
C.C. *Tohnatone, A. W., United Liverpool eWaatley, S. E., West Ham B. 
Flood, R. A., St Marylebone. E Whiting, W., Southall B, 
Forder, J. S., Suffolk (East) C.C. Jones, D. E., Sutton Coldfield R.B. Williams, A. Nairobi. 
*Freeman, B. J., Chichester R.D.C. *Jones, ic , Coventry C.B. Williams, A. E G., Derbyshire CC, 
#Frith, J. F., Liverpool C.B. andon, M., Barnsley C.B. Wilson, G., Manchester C.B.. 
*Fuller, S. A. Coventry C.B. Marlow, R. C., Malvern U.D.C. Womersley, K., Bradford C.B. 
Gibbon, ës Stretford B. McNaughton, A. D., Worcester C.B. Wyton, G., Poole B. 
*Gill, RK. Kingston upon Hull C.B, 


* Passed Part BI at a previous examination. 


PART B 
Awarded the President’s Prize of £5 5s od for the highest marks in Part B 


Gilliland, Eric James, Town Chamberlain’s department, Greenock. 
assed Part B in May 1955.) 


Awarded the ‘G. A. Johnston (Dundee) Prize of £3 for Statistics 
Holden, Donald, City Treasurer’s Department, Portsmouth. 


*Antell, R., St Albans R.D.C, *Keeley, 5 A., Plympton St Mary R.D.C, *Smith, K. G., Mansfield C.B. 


*Bowden, J. Oldham C.B. ` #Lewscy, P. L, Bracknell Development Stafford, H. Å., Doncaster R.D.C. 

Wee Stoke ER B. Corporation. *Thompson, T. B., Sunderland C.B. 
*Clark, A. Ze er CC “Macdonald, D. C., Epsom and Ewell B. Tomlinson, R, A., Portsmouth C.B. 

*Copley, J. ES Kerrier R.D.C. *Maliows, S. E., Lam B. Torrington, H. A., Edmonton B. 
Crawley, J. L. See C.B *May, L. 1G. Barnstaple B. *Tuck, D. A., Blackpool C.B, 

*Crockfor Së É. G ndon C.C. SM rmac, I. C., Southampton C.B. Vennell, ih Cé Calne and Chippenham 
Ponia nen À., ‘Sussex (East) C.C. *MclIntosh, J. A. Stirling. R.D.C. 

*Frankland, T. W., Preston C.B. McKeer, E. W. St Taie B: *Wallace, C. G., EEN C.C. 

*Glendennin J. D. W., E C.B. *Medcalf, e k ‘South Wallis, R. W., Blackburn C 

*Herbert, B. GR Chester C *Newson, D. R. Finc *Warburton, R., Worsley uD Ci 

*Herd, I. L., Perth and Sec Joint C.C. *Niblett, GS. CN Gents Č. *Webber, R. S., Ipswich Cp. 
Hick, A. V., Yorkshire est Riding) C.C. ‘Plowman, V A., Wimbledon B. *Williams, W. G., South-west Wales River 
*Higgs, M. A., Harro *Rogera, P. ., Stoc ort C.B. Bo a 

*Hipwell, E. Ta Salford C.B. *Scammell, E W., P.W.D. Nigeria. *Wise, L GE Electricity Board. 

*Holden, D., Portsmouth C.B. Sharp, W. E., Manchester C.B. Wyld, $ 1 g B. 


*Hollis, G. N., Harrow B 
* Passed Part A at a previous examination. 


Summary of Results 


Intermediate Final Part A Final Part B Total 
No. per cent No. percent No. per cent No. per cent 
Passed .. ya Se 60 ay 63 30 46 50 169 37 
Failed Hee se 103 63 144 70 47 50 294 63 
Total e eg 163 100 207 100 93 100 463 100 
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‘CANADIAN COMPANY 
ACCOUNTS 


HE three main objectives to be kept in mind when designing 
company accounts are truth, clarity and uniformity. The 
three are to a large extent interdependent. The truth may 
be illumined or obscured by the degree of clarity attained. 
Attempts to enforce uniformity too far may adversely affect both 
truth and clarity. To further all three, it is essential for those 
persons responsible for drafting financial statements constantly to 


‘study the trends and techniques of the accounts of contemporary 


companies. To help in this respect, the American Institute of 
Accountants has been engaged since 1946 on a regular survey of 
financial statements of a large number of representative companies 
in the United States.1 Now The Canadian Institute of Chartered 
Accountants has joined in this useful field of-research by issuing 


recently an analysis of the nature of company accounts published 


in that country in each of the years 1953 and 19542 

The Canadian project, which is being conducted by the research 
staff of the Institute, is an expansion of an investigation which has 
been going on, on a smaller scale, for a number of years. The 275 
companies whose accounts have been analysed are all either 
industrial or commercial concerns, the iron and steel industry 
having the greatest numerical representation with 69. It is hoped 
in future editions to extend the total sample to 300 companies and 
to provide a five-year comparison range. 

The present analysis is divided into five sections. The first deals 
with general points of presentation, the second, third and fourth 
with the balance sheet, the statement of earned surplus (or what 
we, in this country, call the profit and loss appropriation account) 
and the profit and loss statement or account and the fifth and last 
section with variations in the annual reports of the sixty profes- 
sional firms who share the audits of the companies in the cross- 


~ gection. 


The first or general section indicates at once two essential 
differences between the accounts of Canadian companies and 
those of companies in this country existing under the shadow of 


the Companies Act of 1948. Rather more than half of the Canadian 


companies’ accounts did not contain the comparative figures for 
the preceding year. Again, of the 187 concerns owning subsidiary 
companies in 1954, 72 or 38'5 per cent did not submit fully con- 
solidated accounts to their shareholders. Another interesting dis- 
closure is that, in 1954, as many as 52*4 per cent of the companies 
in the sample had not yet eliminated cents from their BEEN 
accounts. e ° e 


1 See The Accountant for January 12th, 1952, at page 25. -> 
*Financigl Reporting in Canada (The Canadian Institute of Chartered SCHEER 





78 THE ACCOUNTANT 


The second section — which occupies 40 of the 
survey's 70 pages ~ covers the balance sheet. Only 
three companies in 1954 used the alternative title 
of ‘Statement of financial position’ which appears 
to be gaining some acceptance in America. 
Canadian companies remained loyal, also, to the 
account form of presentation, only nine balance 
sheets being presented in report form. Of about 
twenty different bases of valuation used for stocks, 
overwhelmingly the most common in both years 
was ‘lower of cost or market? which accounted for 
about 70 per cent of the total. The description 
‘cost’ was applied to another 11 per cent. The 
nomenclature for, and treatment of, other assets 


and of liabilities seemed to correspond, with 


minor variations, to current practice in this 
country. 

* The equity, in cases ‘where a caption was used, 

was generally denoted by some such phrase as 
‘Capital and surplus’ or “Shareholders’ interest’. 
Of the constituent items therem the earned sur- 
plus — the phrase which was applied to the profit 
and loss appropriation account balance in 190 of 
the 275 accounts in 1954 — was included as a sub- 
total of the equity in 64°7 per cent of the sample. 
In 89 instances, however, representing 32°4 per 
cent of the total, it was shown as a separate total. 
This treatment was consistent with that of the 
previous year. Two companies had the realistic 
alternative phrase of ‘Retained and used in the 
the business’ in 1953 but dropped it, presumably 
for some more orthodox label, in 1954. 

In January 1953, the committee on accounting 
and auditing research of the Canadian Institute 
published a bulletin (No. 9) on the importance 
of the differences in meaning between the terms 
‘provisions’ and ‘reserves’.1 The committee 
recommended, as did the English Institute in its 
sixth recommendation on accounting principles, 
that the word ‘reserve’ should be used to 
describe only segregations of earned surplus and 
that reserves as such should be grouped in the 
balance sheet as part of tHe shareholders’ equity. 
The research staff of the Canadian.Institute is 
pleased to note in its analysis that, probably as 
a result of this useful missionary work, the num- 
ber of companies using the word ‘reserve’ in its 
wrong connotation fell from 173 in 1953 to 99 in 
1954. On the positive side, 37 balance sheets 


__ grouped correctly a ‘total of 45 true reserves ine 


"` 3 See The Accountant for March 7th, 1953, at page 261. 
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1954 as compared with 32 balance sheets showing 
40 true reserves in the recommended style during ` 
1953. 

The short third section on the statement of 
earned surplus indicates, inter alia, that there is 
a growing tendency to show this as a separate 
account, approximately 73 per cent of the sample 
doing so in 1954. About 23 per cent (as against 
24 per cent in 1953) combined it with the profit 
and loss account while 3 per cent in both years 
included it in the balance sheet. | 

The profit and loss account — considered in 
section four — contained separate sales and cost 
of sales figures in 7*4 per cent of the cross-section 
in 1953 and in 9'2 per cent in 1954. Another 5 per 
cent of the companies in both years gave separate 
sales figures but included the cost of sales with 
operating expenses in one omnibus amount. In 
the corresponding American: review. for 1953, 
only 35 companies out of the total sample of 598 
did not reveal their sales totals in their income 
statements but, in that country, disclosure is in 
most cases obligatory under the rules of the 
Securities and Exchange Commission. | 

The fifth and last section, dealing with the 
auditor’s report, is naturally of particular interest 
to accountants. Another of the Institute’s bulletins 
(No. 6), published in September r951, recom- 
mended a standard form of report which is now 
used by about two-thirds of the companies in the 
analysis. An overwhelming preference for the 
term ‘report’ rather than ‘certificate’ was revealed 
and it was noted that, in recognition of statutory 
requirements, 93°5 per cent of the reports were 
addressed specifically to the shareholders. In 
1953, 204 of the reports were completely without 
qualification and this number increased to 209 
in 1954. Of the 11 spectfic cases in 1953 and 10 
in 1954 of qualification, 6 in each year were in 
connection with the absence, the inadequacy or 


-the inconsistency of depreciation rates. The 


balance of the sample in each year consisted of 
reports containing comments which might or 
might not have been regarded as qualifications. 
The substantial majority of these comments, in 
both 1953 and 1954, were references to sub- 
sidiaries or branches audited by other accountants. 

The research staff of the Canadian Institute 
deserve the praise of the profession for producing 
such a workmanlike document. 


8 See The Accountant for October 13th, 1951, at page 325. 


A tL, 


January 28th, 1956 


THE ACCOUNTANT | 19 


DEVELOPMENT AREAS ACCOUNTING 


l T is less than two months since the Committee 
of Public Accounts reported most scathingly 


on the inadequacy of the accounting arrange- 


ments of the armed services.1_Now, the Select 
Committee on Estimates, in a report published 
last week on the future of the development areas, 
is no less critical of the absence of vital accounting 
information which should be available as a guide 
to policy.? 

There are at present nine scheduled areas in 
this country and in connection with their activities 
no fewer than four different types of accounts are 
produced. These range in character from the 
Civil Appropriation Accounts, which are pre- 
pared on a cash basis, to the internal accounts of 
the industrial estates which do not appear to be 
accounts in the commercial sense but rather 
‘analytical statements of a statistical character’. 
As regards supplying a proper comparison of the 
results of one estate company with another, or 
one year with another for the same company, all 
four appear to be completely ineffectual. Nor is 
it possible to derive from any of them the present- 


1 The Accountant, dated December 3rd, 1955, at page 617. 


3 Second Report from the Select Committee on Estimates: 
Sen 1955-56: Development Areas. (H.M.S.O. ros. 
net). 


day value of the fixed assets or to be able to 
differentiate in them between commercial and 
social expenditure. 

The Board of ‘Trade submits two arguments to 
the Committee as a justification for this extra- 
ordinary state of affairs. The first is that the 
development areas operations should not be 
regarded as trading but as a social service whose 
worth, as such, cannot be measured by ordinary 
commercial standards. The second argument is 
that as conditions vary considerably between 
area and area, the results shown by commercial 
accounts would not be a proper comparison of 
efficiency and, further, that publication of them 
might tend to discourage those areas apparently 
the least profitable. 

The Committee, rightly, we think, refuse to 
accept the Board’s arguments ‘as being either 
valid or relevant’ and, appropriately, the first of 
their thirteen recommendations for the future of 
the areas is that a uniform accounting system for 
all the trading estates should be introduced. This 
system would make due allowances for expenditure 
deliberately social rather than economic in 
character and would enable fully documented ` 
annual accounts, with comparative figures, for 
each area to be prepared and printed. 


INLAND REVENUE REPORT 


HE ninety-eighth annual report of the 
Commissioners of Inland Revenue, for 
the year ended March 31st, 1955, was 
published on Friday of last week.1 The total 
net receipt establishes a record at over £2,523 
million, of which £1,874 million is income tax, 
£134 million surtax, £179 million profits tax and 
£71 million excess profits levy. Death duties 
brought £188 million, stamp duties £75 million. 


betting accounts, and the like. False claims to 
personal allowances gave rise to 31 prosecutions, 
of which 29 were successful. One person in 
employment was successfully prosecuted for 
altering his employer’s leaving certificate of pay 
and tax deducted. 

- There are some interesting figures of distribu- 
tion of personal incomes for the year 1953-54. 
Of over 20 million individual incomes above £155, 


The cost of collection for the year, by a staff over 3 million were under £250, while another 


of over 50,000, was just under {£35 million 
(2°94 pence in the £ on the gross receipt). ‘The 
report makes a feature of the progress of the back 
duty drive, the figures of which have already 
been published.* There were 70 criminal prosecu- 
tions, securing 65 convictions; of these, 22 
prosecutions were for false accounts and returns, 
omitted sales and fictitious purchases, fictitious 


1 Cmd. 9667. H.M.S.O. 5s net. 
* The Accountant, dated December 17th, 1955, at page 672. 


94 million were between £250 and £500. Rather 
more than a million people had incomes exceeding 
£1,000, the vast majority being under £3,000; in 
the “over £20,000” income group there were 
2,000 people. These figures are of course before 
tax deduction. Only 190 people had net incomes 
exceeding £6,000. An appendix to the report 
sets out changes in the _extza-statutory conces- 
sions.? 


3 Reproduced on another page. 
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by MAX ENGLARD, B.A., LL.B. 


HE question of stock valuation has 

recently been the subject of two important 

decisions of the highest authority — one 
in the House of Lords and one by the Judicial 
Committee of the Privy Council. Since this is a 
subject with which every trading company has 
to grapple at least once a year, it may be useful 
to examine the principles underlying it. 

General Rule 
As is clear to every business man, a balance sheet 
could not be compiled without taking into 
account the trading stock at the beginning and 
at the end of the financial year. When one comes 
to the question what value to place on the stock, 
however, opinions may differ. 
* The cautious business man would place as 
low a value as possible on his existing stock and 
thus create a hidden reserve should markets 
drop; the more optimistic trader, who likes to 
show a profit, would probably place a high value 
on it. The Inland Revenue, however, which is 
guided by two principles: (a) that one rule should 
apply uniformly to all taxpayers; and (b) that 
this rule should strike a fair and equitable balance, 
is unlikely to accept either of these valuations. 

_ ‘The simplest way would be to take the cost 
price of the stock as its proper value and deter- 
mine the profit or loss made when the goods are 
sold. This would be in conformity with the 
maxim that profits should enter into the accounts 
when made and losses when incurred. But this 
maxim, if strictly applied, would hit the business 
community in a falling market and, therefore, the 
following rule is adopted: in computing the 
profits or gains of a business or trade the 
trading-stock ascertained by physical stock-taking 
or reliable stock records has to be brought in at 
cost or market value, whichever is lower, at the 
beginning and end of the financial year. 

That rule is not based on any statutory pro- 
visions but on well-established accountancy and 
business principles that have been recognized by 
the Courts for decades. ° 

The Royal Commission on Taxation, examin- 
ing the question of stock valuation in detail in its 
' final report?, recommends that there should be no 
one single system applicable to all trades, but the 
trader should be permitted to value the stock 
during the continuance of his business on a basis 
appropriate to his trade 
1 Cmd. 9474, pp. 138, et seq., and Appendix II, p. 477, et 
seq. 


‘provided that such basis, if used consistently over 

a period of years, fairly reflects his profits’. 

Various methods afe set out from which the 
trader should be permitted to chose one or more 
appropriate to his type of business. 

Naturally, where stocks are brought in at the 
end of the financial year at market value, i.e. 
at a lower figure than the cost price, then the 
market value will also enter into the account at the 
beginning of the financial year immediately 
following. ‘Thus, when the goods are sold in that 
year the profit or loss (ignoring overhead ex- 
penses) is the difference between the sales price 
and the market value at the beginning of the 
financial year. 

Definition of Terms 
Cost price is generally interpreted by the Inland 
Revenue as including, in relation to manufactured 
goods, overheads—even those of a general 
nature incurred in any accounting period irres- 
pective of the quantity actually manufactured. 

With regard to market price the position is not 
quite clear. Generally, it is taken as the estimated 
realizable value of the stock in its existing con- 
dition after taking into account expenditure in- 
curred before disposal. In Brigg Neumann & Co 
v. CLLR. (7 A.T.C. 269; 12 T.C. 1191), however, 
it was defined as the price at which the goods 
could be purchased by the trader in the market. 
Where there is no spot market a notional cost 
price to the trader of the goods on me day of 
valuation is to be taken. 


‘Actual’ not ‘Likely’ Value 


Another point to be borne in mind is that the 
Inland Revenue is only concerned with the 
profits (or losses) of the year.under consideration. 
Although the trader may take a long-term view 
and base the value of his stock on a price he is 
likely to get for it, such a valuation is not likely 
to be accepted by the Inspector for tax purposes. 
Tax is a yearly charge and the actual value at the 
end of the financial year is the relevant figure for 
tax purposes. As Lord Sands put it in Whimster 
& Co v. CLLR. (4 A.T.C. 570, 579; 12 T.C. 813, 
827): 
Ge consideration of how it would be prudent 
for a trader to act does not solve the question here 
resented to us as one of Revenue law. Under this ` 
Ss the profits are the profits realized in the. 
course of the year, What seems an exception is 
recognized w ae a trader purchased and still 
holds goods or stocks which have fallen in value. 


i- 
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No loss has been realized. Loss may not occur. 
Nevertheless, at the close of the year he is per- 
mitted to treat these goods or stocks as of their 
market value. This -exception to the general rule 
has never, however, been extended to the case of 
probable or indeed apparently inevitable loss to 
be incurred in the execution of future contracts 
entered into during the year in question, and the 
authorities are against it.’ 


Global Valuation 


Another Question that arose in a case was whether 
the trader must value his stock as a whole or 
whether he is permitted to take item by item 
separately assigning to some the cost price and 
to some the market price as the case may be. In 
CJR v. Cock Russell & Co Ltd (28 A.T.C. 393; 
29 T.C. 387) the company valued all but two 
items of its stock-in-trade at cost price, which 
was much below market value, and the two 
remaining items at market value, which was 
below cost price. The Inland Revenue contended 
that the whole of the stock-in-trade should be 
valued at cost price, which was lower in the aggre- 
gate than market value. The Court, however, 
upheld the decision of the General Commissioners 
that the company was entitled to value the stock- 
in-trade item by item at the cost or market value, 
whichever was the lower. 


FIFO and LIFO 


But naturally not all decisions work out in favour 
of the taxpayer. For instance, if one buys stock in 
several lots at intervals in a continuously rising 
market, and sells or uses for manufacture some 
of the st8ck during the year but is left with some 
of it at the end of the financial year, the trader or 
manufacturer would, of course, like to allocate 
tHe stock last bought to the one sold or used for 
manufacture. This would reduce his profits for 
tax purposes. 

The following example will illustrate this. 
Supposing a trader buys and sells the following 
lots of metal during his financial year ending 
December 31st, 1955: 


K Boot 

£ 
January 1st. ro tons at £290 , 2,900 
February 1st. 10 tons at £330 .+ 3,300 
March ist. 10 tons at £380 . 3,800 
April rst. ro tons at £400 .. d . 4,000 


assuming the market price at the end of the year exceeds 
£400, i.e. the highest cost price. 


SOLD 


June rst. 10 tons at £450 .. 
September rat. 10 tons at £500 
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If he were permitted to allocate the two items 
last bought to his sales, (ignoring other factors) 
his profits on these items — being the difference 
between the cost and sales price — would amount 
to £1,700. The remaining stock — market price 
exceeding cost price—would enter into the 
accounts at the end of the year at the cost price, 
viz. £6,200. 

On the other hand, were he to allocate the 
stock on the principle of FIFO (first-in-first-out), ` 
his profits would amount to £3,300 (£9,500 
minus {6,200) and the stock would enter as 
£7,800. In other words, his profits for tax 
purposes for that year would be increased by 


£3,200. Yet the latter is the method which has to 


be adopted for tax purposes even in cases where 
the former is the recognized accountancy practice. 

This method was applied in a recent decision of 
the Judicial Committee of the Privy Council in,a 
Canadian case, Minister of National Revenue v. 
Anaconda American Brass Ltd (The Times, 
December 14th, 1955).1 In that case, the com- 
pany carried on the business of purchasing 
metals, manufacturing them into sheets, rods 
and tubes, and selling the manufactured products. 
It kept records of the quantitites of metals (a) 
in its inventory at the beginning of the year; (b) 
purchased during the year; and (c) in its inventory 
at the end of the year, and of the prices paid for 
the metals at the various times. No records were 
kept from which the actual metals used during 
the year could be identified or the amounts paid 
for those metals determined. Up to 1947 the 
company adopted the Fro method, but from that 
year switched over to the LIFO (last-in-first-out) 
method, in conformity with the profits computa- 
tion employed by its parent company in the 
United States, where this method, under certain 
circumstances, is now permitted. 

The appeal related to the assessment for the 
year immediately following the change. The 
Privy Council decided in favour of the tax 
authorities, holding that although the LIFO 
method may be the preferable accountancy 
method it does not necessarily follow that this is 
the right method to De adopted “for income tax 
purposes’. Viscount Simonds, in the course of 
his speech, ‘said: 

‘Business men and their accountant advisers 
must have in mind not only the fiscal year with 
which alone the Minister was concerned. It 
might well be prudent for them to carry in their 
books stock valued at a figure which represented 
neither market value yor its actual cost but the 


° I See leading article in The Accountant, dated December e. 


24th, 1935. 
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lower cost at which similar stock was bought long 

ago. A hidden reserve was thus created which 

might be of use in future years. But the Income Tax 

Act was not, in the year 1947, concerned with the 

years 1948 or 1949: by that time the company 

might have gone out of existence and its assets been 
distributed.’ 

It appears from the judgment, however, that 
had the company been able to prove that the 
tnetals last bought were im fact used for the 
manufacture of its products for the year in 
question, no objection could have been’ raised 


to the company’s method of computation. This . 
would also be in conformity with the principle’ 


confirmed by various judicial decisions that the 


question of stock valuation is a question of fact.. 


The following dictum in Viscount Simonds’ 
judgment may prove strong persuasive authority: 
‘It was, in their lordships’ opinion, the failure to 
* observe, or, perhaps it should be said, the deliber- 
ate disregard of facts which could be ascertained 
and must have their proper weight ascribed to 
them, which vitiated the application of the LIFO 
method to the present case.’ 


Base Stock Valuation 


Another method, though suitable for accountancy 
and commercial purposes, was rejected for 
income tax purposes. This was the so-called 
‘base stock’ system adopted by some spinning 
mills. In the case in question, Patrick v. Broad- 
stone Mills Ltd (32 A.T.C. 464; 35 T.C. 44), the 
company carried on business as a cotton spinner. 
As regards cotton actually on the machines, 
known as ‘fixed process stock’, no value was 
brought into the trading account, but this was 
regarded as part of the original cost of the business 
and analogous to a fixed asset, such as the mach- 
inery. The cotton waiting to be put on the 
machines, known as ‘spare process stock’, was 
brought in on the basis of an assumed fixed 
weight and at an arbitrary price per pound. 


The Crown contended that the whole of the 


stock, including the fixed and spare process 
stock, should be valued at cost or market value at 
each accounting date. 

Evidence was given by. the company that the 
‘base stock’ method was recognized in the trade 
- and was in accordance with sound commercial 
- practice. It was decided (reversing the decision 
of the Special Commissioners) that the base 
stock method did not give a true figure of profits 
in each particular year and was, therefore, not 
appropriate for tax purposes. 

Therg are special statutory provisions for 
„Stock valuation in respect of farms and on a? 
discontinuance of trade. 
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Cost or Market Price ? 


The second decision, mentioned in the opening 
paragraph, which may have far-reaching conse- 
quences, is that of Sharkey (Inspector of Taxes) v. 
Wernher ([1955] 3 W.L.R. 671 (H. of L.)).4 In. 
that case, Lady Zia Wernher ran a stud farm, the 
profits of which were assessed under Schedule D, 
Case I; she also ran racing stables which, as a 
‘recreational’ enterprise, were not assessable to 
tax. Five horses had been transferred from her 
stud farm to her private stables. ‘The cost of 
breeding these. horses had been debited in the 
stud farm accounts. The question for the Courts 
was what amount should be entered in the stud 
farm accounts in respect of these transfers. Lady 
Wernher contended that it should be the cost 
price, i.e. the cost of breeding these horses; the 
Inland Revenue maintained that it should be 
the market price, which was greatly in excess of 
the cost price. 

The House of Lords, overruling the decision of 
the Court of Appeal, and confirming the judg- 
ment of Vaisey, J., held that where a person 
carrying on a trade disposes of part of his trading 
stock for his own private use or enjoyment, 
the realizable market value and not the cost price, , 
must be credited in his trading accounts. This 
decision, as both Viscount Simonds and Lord 
Radcliffe pointed out in their speeches, is 
difficult to reconcile with the legal maxim that a 
person cannot trade with himself. But, as it was 
admitted that some figure must enter into the 
trading accounts and since either cost or market 
value is fictitious, the latter was, in their lord- 
ships’ opinion, to be preferred. Lord Oaksey 
dissented. 

Up to now it has been the practice of a trader — 
or at least to his advantage — to enter the cast 


‘price of goods transferred to his own use as a 


credit item in his trading accounts. This had the 
effect of reducing his trading profits and also his 
private income tax liability — being partly based 
on the amounts withdrawn for private use from 
his business. From now on, the realizable market 
price will have to be entered. But even this ` 
method does not always operate to the tax- 
payer’s disadvantage. Where the cost of labour, 
material and services exceeds the realizable 
market value of the finished product the rule laid 
down in the Wernher case works in the taxpayer’s 
favour. This situation is. clearly envisaged in 
the closing paragraph of Viscount Simonds’ 
speech. ` 


RE 
1 See leading article in The Accountant, dated November 
12th, 1955, and ae Cases’, The Accountant, dated 


January 7th, 1956. 
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ACCOUNTING EDUCATION FOR 
NEW RESPONSIBILITIES — I ; 


by DAVID SOLOMONS, B.COM., A.C.A. 
Professor of Accounting in the University of Bristol 


of the three industrial companies whose names 

are associated with it, the University of Bristol 
joins its Sisters in Birmingham, Cambridge and 
London and its Scottish half-sisters in Edinburgh 
and Glasgow in giving to the study of accounting a 
recognition which is still a cause of surprise to some 
people, both in university circles 
and outside. Those who feel 
this surprise would no doubt 
find themselves in sympathy 
with the Cambridge don who 
was recently asked by a friend 
of mine why Cambridge was 
so slow to introduce manage- 
ment studies into the cur- 
riculum there. After all, my 
friend pointed out, Cambridge 
had taught agriculture for many 
years, why not industrial manage- 
ment? ‘Ah’, said the don, ‘but 
agriculture as a subject of study 
was introduced when people 
lost money on farming! his 
rather unenthusiastic attitude is 
one to which I shall return in 
a minute. 

There could be few places 
more fitting than’ Bristol to 
become a centre of accounting 
studies. When double-entry 
book-keeping was still in its 
infgncy so far as this country was 
concerned, Bristol’s merchants 
were helping to extend its use. Again, Bristol is the 
home of the oldest existing firm of accountants in 
England, a firm which claims a continuous history 
since 1780.1 It was Bristol, too, that was the home 
of the greatest hoax in the history of book-keeping, 
which yet, because it attracted so much attention, 
stimulated new thought and so left a permanent 
mark on the development of the subject. I refer, of 
course, to the publication by Edward Thomas 
Jones, accomptant of this city, of a work which 
bore the resounding title of 


‘Jones’ English System of Book-keeping by Single 


IÈ creating this chair of accounting, with the help 


An inaugural lecture delivered in the University of 
Bristol, on December 8th, 1955. 
"The firm, founded by Josiah Wade, now practises as 
Tribe, Clarke & Co, in Bristol and elsewhere. See The 
Accountant, March rath, 1953, page 311, for a letter from 
the firm’s senior partner giving the evidence in support of 
this claim. b 
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and Double Entry, in which it is impossible for an 
error of the most trifling amount to be passed un- 
noticed. Calculated effectually to prevent the evils 
attendant on the methods so long established and 
adapted to every species of trade. Secured to the 
Inventor by the King’s Royal Letters Patent, Bristol, 


1796. Launched after. extensive ad- 


vertising, in which the most extra- 
vagant claims were made for the 
book, it ran into sixteen English 
editions, several American edi- 
tions, was translated into Germar, 
French, Italian and Russian, and 
is reputed to have brought its 
author a fortune of £25,000. Yet 
the advantages which Jones 
claimed for his system over the 80- 
called Italian method of book- 
keeping were wholly illusory. It 
was enormously complicated 
without giving any greater assur- 
ance of accuracy, and the only 
really astonishing thing about it 
is that Jones was able to take 
in men of such eminence as 
the father of Sir Robert Peel 
and the Governor of the Bank 
of England to the extent of 
obtaining from them testi- 
monials which he included in 
his prospectus. Jones has been 
described by one writer on 
the history of book-keeping 
as occupying 

‘in Book-keeping the place which Macpherson with 

his “Ossian” fills in literature. Both prove that success 

can be achieved by unblushing impudence.”? 
Bristol can perhaps take pride in Jones’ enterprise, 
if not in his integrity. 

If Bristol was the birthplace of the greatest 
accounting hoax in history, it was also the scene 
of one of the greatest ifsults ever offered to the 
accountancy profession. It was at the Summer Assize 
in Bristol in “1875 that Mr Justice Quain, in the 
case of The Queen-v. James Winge, a prosecution 
for fraudulent bankruptcy, saw fit to use these 
words: 

‘That the whole affairs in bankruptcy should be 


2 ‘History of book-keeping’, by J. Row Fogo, in A History 
of Accounting and Accountants,ed. Brown (1905), p&ge 167. 
ee also ‘Edward Jones’ “English system of-book-keeping”’ ’, 
by B. S. Yamey, Accounting Review, October 1944, pages 
407-416. 
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taken out of the hands of solicitors — a respectable 
body, subject to the control of the Court — and 
handed over to an ignorant set of men called 
accountants, was one of the grossest abuses, in 
my opinion, ever introduced into the law.’ 


These were hard words, even in 1875, and produced 
indignant letters to The Times. In creating this chair, 
the university may, perhaps, be regarded as in some 
` small measure making amends. 


The Universities and Professional Education 


I referred just now to the surprise still felt by some 
that accounting should be accepted as an academic 
subject at all. { hope it is not necessary, at this time 
and in this place, to spend many minutes in defending 
the position already won for it, or in refuting the 
view that, as a ‘purely professional subject’ it has 
no- place in an academic curriculum. The division of 
knowledge into the cultural and the vocational, into 
the academic and the professional, has long ago been 
discredited, and a striking change of opinion as to the 
role of the universities in our society has taken place 
since John Stuart Mill, in an inaugural address at 
St Andrews, in 1868, declared that: 


“The proper function of a university in national 
education is tolerably well understood. At least 
there is a tolerably general agreement about what 
a university is not. It is not a place of professional 
education.’ 


Indeed, it is now widely recognized that, in the words 
of Sir Alexander Carr-Saunders, 


‘it was as schools of professional training that the 
medieval universities came into existence; it was 
their undisputed task to train for the professions of 

-` divinity, law and physic. Since the great officers of 
state were clerics, the profession of divinity included 
what we now.call public service.’ 


And he goes on to assert that 


‘the view that there is an antithesis between a 
liberal and a vocational education [has] worked 
and still perpetuate[s] great mischief in modern 
society’. 

Strong support for the same view is now wide- 
spread. The philosopher, Samuel Alexander, ex- 
pressed himself clearly on this point. A university, he 
wrote, 


‘does not only pursue the sciences for their own sake; 
but, so far as the larger part of its members are 
concerned, pursues them in preparation for the 
professions. I had almost said’, he goes on, ‘that 
the purpose of a university was to prepare for the 
professions, and I should be ready to defend this, 
provided that the qualifying words, “in a liberal 
spirit’ are not merely not omitted but empha- 
sized... . 
university from its practical issues in life. A uni- 
versity is not and never has been a society of 
persons cultivating the sciences for their own sake, 


1 A. M. Carr-Saunders: ‘The functions of universities im 
the modern world’. The Sociological Review, Vol. XXXII, 
Nos. 3-4 (July—October 1940), page 141. 


It is impossible to divorce the work of a. 
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in the sense that that is its purpose. That is rather its 

method than its purpose.’® 

To the support which I have drawn from a social 
scientist and a philosopher for the view that the 
universities are the rightful home of professional 
studies, let me add that of a natural scientist, 
Bertrand Russell. 

“The conception of the “education of a gentle- 
man” ’, he writes, ‘has had a bad effect upon 
universities, ... It is possible to spend the university 
years in the acquisition of knowledge which has some 
professional utility, but conservative, academic 
types view this with horror. I think they are mis- 
taken. I think many clever young men become vapid 
and cynical through the consciousness that their 
work has no real impertance while they are at the 
university. This does not happen to those who are 
studying medicine or engineering or agriculture or 
any subject of which the utility is obvious’. And he 
goes on: “Pure learning as an ideal has its place in 
the life of the community, but only for those few 
who are going to devote their energies to research. 

' For those who are going to be engaged in some other 
profession, it would be better to spend the last 
few years of education in acquiring such knowledge 
as would enable them to pursue their profession 
with intelligence and breadth of outlook.’ ~ 
I shall not labour this point further, for in this 

university, in so far as 1 am addressing my own 
colleagues, I am in large part preaching to the 
converted. But perhaps the university teacher of 
accounting may be forgiven if he is sometimes over- 
sensitive to the danger of being attacked on two 
fronts. His professional critics outside the university 
are apt to think that his hair is too long, while some 
few at least of his colleagues inside the university 
think that it is too short. In this respect, he is worse 
off than those of his colleagues who teach engineering, 
law, medicine, agriculture, education, and other 
professional studies which make up such a large 
part of the university curriculum today, for their 
subjects either have a long academic tradition, or 
demand for their development resources which 
cannot easily be found outside the universities. 


The Need for a Review of Accounting 
Education 


In {}1944, conversations were begun between the 
Committee of Vice-Chancellors and Principals and 
rates entatives of the accountancy profession, and 
there was worked out, by the McNair committee, a 
scheme to enable prospective accountants to take a 
university degree based on the related disciplines of 
economics, accounting and law, and then to proceed 
to take a professional qualification. It is now just ` 
a decade since teaching under this scheme began. 
It therefore seems to me that, with the experience of 
this decade behind us, this is an appropriate time to 


* Samuel Alexander: “The purpose of a university’. The 
Political Quartery, Vol. II, No. 3 Only September 1931), 
page 337. 

* Bertrand Russell: Education and the Social Order (1932), 
pages g 56-8. 
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look at the whole problem of accounting education, 
especially with a view to seeing what further part, if 
any, the universities have to play in it. 

If I had to find any other excuse for my choice of 
subject, I should say that, because academic posts in 
the field of accounting in this country are relatively 
few in number, there are not many men outside the 
technical colleges who combine a professional interest 
in education with an educational interest in the 
profession. As one of the few, I feel that I have a 
duty and, in this lecture, the occasion to survey the 
educational scene and to report back. As a result, 
I might at least succeed in provoking a useful dis- 
cussion. 

I am not alone in thinking the subject of education 
for the profession worthy of consideration. It was a 
sense of the importance of the problem which led the 
Institute of Chartered Accountants of Scotland to set 
up a special committee in 1953 to,consider the 


examination and training of apprentices. The com- 


mittee’s report is expected early in 1956. It was a 
sense of the importance of the problem, too, which 
led the American Institute of Accountants, in 1952, 
to set up a commission on standards of education 
and experience for C.P.A.s. The Commission’s 
work is still far from finished. 


The Structure of the Accountancy Profession 


In order to get the nature and size of the problem in 
this country into perspective, let me give a few 
elementary facts and figures, which will be familiar to 
many of my audience but will be new to some. The 
accountancy profession resembles that of engineering 
rather than law and medicine in that there is no 
statutory restriction on the right to call oneself an 
accountant. There is a statutory restriction imposed 
by the Companies Act, on the right to audit the 
accounts pf companies other than exempt private 
companies, but that covers only a limited if important 
part of the work which accountants do. Such pro- 
tection as the public gets from inexpert advice in the 
accounting field must come from the quality of the 
professional qualifications held by those accountants 
whom they seek to employ. 

Of these qualifications there is no end, but the 
great bulk of professional accountancy work -in 
Great Britain is in the hands of the members of four 
bodies which are, in order of seniority, the Institute 
of Chartered Accountants of Scotland, the Institute 
of Chartered Accountants in England and Wales, the 
Society of Incorporated Accountants and the Assoċia- 
tion of Certified and Corporate Accountants. It will 
be convenient hereafter to refer to these four bodies 
as the Scottish Institute, the Institute, the Society 
and the Association. The four bodies are by no 
means of equal size and importance. As regards 
size, the Institute is by far the largest, and by the 
end of this year will have about 18,800 members. 
The Society, by the end of the year, °will have about 


10,700 members, the Association will have about 


g,500 members and the Scottish Institute will have 
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about 5,800. The combined numbers of the English 
and Scottish chartered accountants are, therefore, 
substantially greater than the combined numbers of 
the other two bodies, whose membership is spread 
on both sides of the border. But mere numbers, while 
they favour the chartered accountants, yet do not 
adequately reflect the predominant position which 
they hold in the profession. 

When, in 1930, the departmental committee on 
the registration of accountants looked into the matter, 
it found that of some 5,500 companies whose shares 
were dealt in on the London Stock Exchange, go per 
cent had as auditors firms whose partners were all 
chartered accountants. I doubt whether a similar 
inquiry today would show a very different result, 
although since 1930 the relative importance of 
auditing among all the services provided by account- 
ants to the business community has probably 
declined. Nevertheless, in the light of the figures I 
have cited, I feel justified, in what follows, in devoting 
most of my attention to the arrangements, preserft 
and future, for educating chartered accountants, 
since these arrangements must be of crucial import- 
ance for the whole profession. Indeed, limitations of 
time will force me to concentrate most of my attention 
on English chartered accountants, as distinct from 
those in Scotland, though the Scottish educational 
arrangements are interestingly different from the 
English, and I shall not entirely ignore them. 


The Universities’ Present Role in Accounting 
Education 


At the present time the universities in England play a 
very small part in the education of new recruits to the 
Institute. I understand that approximately 8 per cent 
of those entering into articles are graduates. Of these, 
I estimate that slightly more than one half take 
degrees in which accounting is a major subject. The 
percentage recruitment of graduates into articles at 
the present time is about the same as it was before 
the war, while the absolute numbers have doubled: 
for the total number of newly-registered articled 
clerks each year in recent years has been about 
double the pre-war number. The total number 
of first degrees awarded by the universities in 
England and Wales has also about doubled as 
compared with before the war. Comparing the pre- 
war and post-war periods for the Institute then, we 
can say that there has been no material change 
either in the proportion ,of new articled clerks who 
are graduates or in the proportion of graduates who 
become articled clerks. 

The figures I have just given relate to the numbers 
of graduates entering into articles, i.e. commencing 
their professional training. But articled clerks do not 
by any means all eventually become chartered 
accountants, for the failure rate in the Institute’s 
examinations is high. From an | investigation I made 
jnto a small but representative sample of those 
qualifying as chartered accountants during the 
period 1950-54, it would seem that about ro per cent 
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of the new members of the Institute are graduates. 
The fact that the percentage of graduates among 
new members is greater than among new articled 
clerks is not surprising since we would expect that 
fewer graduates would fail their professional exam- 
inations than is the case for articled clerks as a whole. 

I do not have similar figures for the Society and 
the Association, but from such information as I do 
have, I think it is safe to say that the number of 
graduates they recruit between them would not 
exceed one-fifth of the number recruited by the 
Institute. This would give a graduate recruitment for 
the profession as a whole in England and Wales of 
something like 6 per cent. 
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If we compare the recruitment of graduates by the 
accountancy profession with the figures given by 
Professor Gower for the two branches of the legal 
profession, we find a striking difference. Of the 
solicitors’ articled .clerks who passed the final 
examination of the Law Society in 1949, 36 per cent 
were graduates, and of these graduates, 73 per 
cent had law degrees. Of students called to the Bar 
in 1949, 57 per cent held degrees of English uni- 
versities, and it is estimated that 70 per cent of these 
degrees were wholly or partly in law.1 

(To be continued.) e 
iL. C. B. Gower: ‘English legal training’: Modern Law 
Review, Vol. 13, No. 2 (April 1950), page 151. 
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The Institute’s Examinations 


A total of 2,208 candidates sat for the examinations 
of The Institute of Chartered Accountants in England 
and Wales held last November. 

There were 948 candidates for the Final, of whom 
452 (47°7 per cent) passed and 496 failed; in the 
May examination 46 per cent passed. The First 
Certificate of Merit, the Institute Prize, the W. B. 
Peat Medal and Prize and the Plender Prizes for 
the Advanced Accounting (Part I) and the Taxation 
papers were won by Mr P. Mendelssohn, of London. 
The Second Certificate of Merit, the Walter Knox 
Scholarship, the William Quilter Prize and the Plender 
Prize for the Auditing paper were awarded to Mr 
C. P. David, of Cardiff; the Third Certificate of 
Merit was awarded to Mr R. Gray, of London, and 
the Fourth Certificate of Merit to Mr R. N. Hollings- 
worth, of Sheffield. 

In the Intermediate there were 1 ,164 candidates, 
of whom 577 (49:6 per cent) passed and 587 failed; 
passes in the May 1955 examination were 48 per 
cent. The First Certificate of Merit, the Institute 
Prize and the Stephens Prize were awarded jointly 
to Mr D. Anton and Mr P. C. Sapsed, both of 
London. Mr Anton also won the Plender Prize for 


the General Commercial Knowledge paper, while , 


Mr Sapsed also won the Frederick Whinney Prize. 
The Third Certificate of Merit and the Tom Walton 
Prize were won by Mr D. H. Way, of Crewe. 

A total of 96 candidates sát for the Preliminary, 
of whom 32 (334 per cent) passed and 64 failed. 
In the May 1955 examination, 28-6 per cent were 
successful. 

A full list of successful candidates in all three 
examinations, together with a summary of the results, 
appears elsewhere in this issue. 


The Society’s Examinations 


In the November 1955 examinations of The Society 
of Incotporated Accountdnts, four candidates were, 
awarded honours in the Final, the First Certificate’ 
of Merit and First Prize being won by Mr N. Girling, 


of Lagos, Nigeria. The Second Certificate of Merit 
and Second Prize were won by Mr N. J. Edwards, 
B.A., of London; the Third Certificate of Merit and 
Third Prize by Mr P. L. Martin, of Nottingham, and 
the Fourth Certificate of Merit by Mr A. R. 
McCredie, of Coventry. 

There were 631 candidates for the Intermediate 
examination, of whom 288 (46 per cent) passed, 
eight candidates being awarded honours. The First 
Certificate of Merit and First Prize were won by Mr 
F. E. Ings, of Bristol; the Second Certificate of 
Merit and Second Prize by Mr R. D. Jackson, of 
London, and the Third Certificate of Merit and 
Third Prize by Mr K. E. C. Payne, of Bromley. 

In the Preliminary examination, 97 candidates 
sat, of whom 30 (31 per cent) were successful. 

A list of the successful candidates for the Final 
(Parts I and IT) examinations, together with a complete 
summary of the a appears own in this 
issue, 

The FBI. and the Coming er 


The Federation of British Industries has published 
its annual representations to the Chancellor of the 
Exchequer on the forthcoming Budget. These begin 
with the hope that the recommendations of the 
Royal Commission and those of the second Tucker 
Committee will begin to be implemented; the 
comment is made that further delay will be a disap- 
pointment to the country generally and might 
suggest irresolution on the part of the Government. 
The memorandum goes on to point out that neither 
the increased production achieved in 1955, nor the 
autumn Budget, has dispelled the threat of further 
inflation, adding that the first objective must- be a 
reduction in the level of public expenditure. This 
done, the way will be open to material reductions in 
taxation, l 
First in the recommendations of specific tax 
relief is the abolition of taxes on those articles which 
enter directly ito the costs of industry: commercial 
vehicles, office stationery, office furniture, electric 
light fittings, industrial clothing, and petrol and other 
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light hydro-carbon oils. Next comes an extension of 
double-tax relief, as recommended by the Royal 
Commission, and the abolition of the control on 
company migration. Other recommendations of 
the Royal Commission which the Federation supports 
are the new alternative methods of stock valuation, 
an annual allowance for excavation expenditure, 
and the abolition of differential rates of profits tax. 
In relation to the income taxation of individuals, 
the Federation advocates earned income relief at 
the current rate of all earned income up to £2,500, 
and at half that rate on the next £500; the extension 
of Schedule E expenses relief to ‘all expenses reason- 
ably incurred for the appropriate performance of 
the duties of’ the employment; and the exemption 
of sums received in reimbursement of removal 
expenses occasioned by a transfer. 

Notwithstanding the former Chancellor’s com- 
prehensive review in 1953 of estate duty anomalies 
in relation to controlled companies, and the legislation 
which followed it, the Federation regards the present 
position as far from satisfactory. It recommends 
that the ‘assets basis’ of valuation of shares should 
be restricted to cases where the deceased possessed 
the power to force a realization of those assets, i.e., at 
least a 75 per cent. interest, and that costs of realiza- 
tion should be deducted. Regard should be had to 
actual sales after death, disputes should be settled 
by a special appeal tribunal, and payment by instal- 
ments should Be allowed. The present situation in 
relation to Section 46 of the Finance Act, 1946, 
is highly unsatisfactory. The Federation argues that 
it should be possible to obtain a clearance from the 
Revenue, that Section 46 should not be applied where 
full consideration has been given for a transfer of the 
shares, and that it should not in any event be applied 
more than five years after the transfer. 

The memorandum winds up with a recommenda- 
tion that now that income tax has been reviewed, 
similar comprehensive reviews should be started 
of purchase tax and stamp duties, both in their rates 
and’ in their economic effects. 


Coal in 1955 


Coal output in 1955 was two million tons less than 
in 1954. The fact that this result was expected does 
nothing to remove the urgency of the problem of 
raising output. Those who were inclined to indulge 
in easy optimism about the rate at which atomic 
energy might replace the demand for coal in this 
country have found little in the recent analysis of 
this country’s fuel requirements over the next thirty 
years to substantiate their views. Despite the rate 
of development of nuclear fission for civilian uses, 
there is every likelihood that this country will need 
all the coal it can raise for at least another genera- 
tion. 

` Much has been hoped since the war from the big 
investment programme but it is quit@ clear by now 
that the high priority given to coal has not produced 
either the output or the productivity per worker 
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which ought to be associated with a development 


‘programme of this magnitude. The Fleck report last 


year laid great stress on the need to overhaul the 
management of the industry at the highest level and 
to instil new men and new ideas to deal with the 
chronic problem of management-labour relation- 
ships. The realization of the importance of using 
modern management techniques and of training a 


- cadre of managers for the industry who will, in fact, 


manage, has been noticeable in statements from top 
executives in the industry to the divisions and areas 
and to the public in general. It should be axiomatic 
that an investment programme on the scale which 
the National Coal Board has been carrying out in 
the last eight years should have been undertaken by 
the highest calibre of management executive. No 


other industry would have undertaken a programme 


of this size without an adequate supply of manage- 
ment man-power and it has been one of the legacies 
from the past that this supply of man-power was not 
available. Some of the good managers also left the 
industry at the time of nationalization. 

There have been some encouraging straws in the 
wind so far as raising the status and quality of 
management in the industry is concerned. Work 
study has been tentatively started in one division 
and time and motion study has been experimentally 
introduced at some pits — though only on the surface. 


-It is also encouraging that the West Midlands 


division has introduced standard costing for wages. 
This was recommended by the Fleck report but the 
division has taken the matter further than the report 
suggested. They have introduced standard costing 
in thirty-two of their fifty-five collieries and it is to 
be extended to the remainder by the end of July this 
year. This technique was partially in operation before 
the Fleck report but it has been improved upon 
since. Standard costing for materials is to be intro- 
duced in the North Staffordshire collieries of the 
division in the near future. In this way one useful 
tool of management is being applied to coal. The fact 
that this comparatively elementary technique is a 
cause for comment in the industry shows the distance 
which is still to be travelled in effective management 
control before coal reaches the standard set by some 
other major industries in this country. 


Credit Squeeze Goes On 


Although there have been no further steps to intensify 
the credit squeeze, there gre now definite signs that 
the pressure which has been building up ae 
the autumn œ beginning to have its effect. The 


British Motor Corporation and Rootes Motors have ` 


already announced a shorter working week in certain 
factories and this cut-back is particularly significant. 
No industry has the capacity to transmit its business 
conditions more quickly or to a, wider field than 
motor vehicles. 

. There are other indications, too, that coifsumer 
durable goods are having a more difficult time in 
the home market. 


Ze 
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FINANCE AND COMMERCE 


Recent government policy statements have done little: 


to relieve uncertainty in the stock markets and much 
to increase it. A feeling that price stabilization may 
be aimed at at the expense of industrial profits and 
dividends naturally causes market concern, par- 


ticularly in view of the growing conviction that . 


monetary control in itself cannot successfully check 
inflation. | 

Marley Tile 
‘In order that shareholders may be kept informed 


of the progress of the company, it is intended in the 


~ future that quarterly trading results should be 


published.’ ‘These few words with which Mr Owen 
Aisher, chairman of The Marley Tile (Holding) 
Company Limited closes his annual statement may 
well be pondered by accountants. They mark a 
development not merely for this company but also 
for company accounting which may parallel the 
revolution of twenty-five years ago when the com- 

any world was beginning to accept the form of pub- 
lished accounts now with us and was moving on 
towards consolidation. It may well be that the next 
twenty-five years will see the acceptance of the half- 
yearly or even the quarterly interim statement as the 
normal. 
In the case of Marley Tile, quarterly figures come 
at a time of greatest need. Profits last year are down 
considerably. Mr Aisher points out that the Govern- 
ment’s policy of reducing inflation is having its 
effect on house building, the 1954 ten-months’ figure 
being 17,000 completed houses down, Couple this 


with the subsidy reduction and the credit squeeze 


and the insatiable demand of the trade unions for 
a bigger slice of the nations cake and you have the 
conditions in which shareholders, human nature 
being what it is, will be more dees to a s 
the business is going. Among other things, they wi 
note from their EE remarks the board’s 
endeavour to place the company on a broader basis 
by acquisitions which will widen its activities. 


Do-it-yourself 

One development that appears to be new- 
although within the existing framework of the 
business — is Marley’s acceptance of do-it-yourself 
which is ‘sweeping the cguntry’. This is a break- 
away from the Marley principle that its products 
are best fixed by its own craftsmen. But the handy- 
man ~ or woman- is now tackling the tor jobs around 
the home as a previous generation had to face the 
washing-up and the washing. Hence the washing- 
machine and, in this case, ley Homelay Floor 
Tiles. ` S 

The accounts which we reprint this week are 
confined to the consolidation. The holding balance 
sheet is little more than a statement that a certain 
amount of capital has been invested in subsidiaries. 


In addition, however, there are the main operator, 
the Marley Tile Company. 

Notes on the accounts are lengthy and we observe 
particularly the statement of the way in which the 
figures for taxation have arisen. This item can be 
one of complexity but endeavour has been made 
in this case to unravel. 

Included with the accounts is ‘Progress of the 
Marley Group’ which we have extractede It shows, 
among other things, the growth of profits as building 
restrictions were removed, and last year’s decline 
which we have already noted. 


A Bit like Caterpillar 


There is a look about the annual publications of 
Aveling-Barford Ltd, and of Marshall Sons & 
Company Ltd, which is reminiscent of that of the 
Caterpillar Company of America whose accounts 
have been reproduced in full in this column. All 
three picture their products in vivid colour and their 
line of business is broadly the same; tractors, earth- 
moving equipment, and in the case of the English 


companies (we are not certain about the American), ` 


road rollers. Aveling .gives a picture of one of its 
rollers resurfacing a Bombay street with what 
appears to be a royal blue coloured tarmac. 

But while we would not criticize the English com- 
panies judging by normal standards here — both in 
fact may be commended, especially Aveling for its 
seven-year review giving the equity book value and 
the dividend percentage expressed on book value — 
there is not the Caterpillar depth to the figures. 
The Caterpillar Company start the profit and loss 
account at the sales total, and produce a quarterly 
report as well as a monthly announcement of sales, 
Sr E net earnings and earnings on the common 
stock. 

The American approach to company reporting is 
all in accord with Ge way ep life Gs SE 
and sport. And there you have it. 


Alliance Interim 
Those who put money in building societies tend 


to regard it more as banked than invested and will | 


not be as interested as ey shareholders in 
interim reports. We note, however, an interim 
financial report presented by the Alliance Building 


Society shows the position at November 3oth, 1955, 


against the end-1954 figures. 
Probably the stimulus to the interim is the desire 


_to publicize the fact that at end-November total 


assets rose to a new record of over {50 million. 
It is an accomplishment, moreover, in a time when 
the building society movement has had to méét 
large-scale withdrawals. In this case, balances due 
to investors have risen in the ten months by 
£7:123,200 to £48,535,900. | 


` January 28th, 1956. 
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PROVIDE support for Maximum Productivity, 
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LOMBARD BANKING LIMITED 


BANKERS 
Head Office: ie HOUSE, 5 ALDFORD STREET, 
ARK LANE, LONDON, WI ` 
| GRO 6211 (30 lines) 
Branches and Agents throughout the World 





XIV THE ACCOUNTANT January 28th, 1956 
IUST PUBLISHED 


evn — Fc rete A reine zm ==. pan — et Kai = ne 
a D 





PRIVATE COMPANIES 


The new 14th edition of } 
Spicer and Pegler’s 


Book-keeping 
and Accounts 


by W. W. BIGG, F.C.A., F.S.A.A.,_ 
H A. R. J. WILSON, F.C.A., F.S.A.A. 


and A E. LANGTON, 
LL.B.(LOND.), F.C.A., F.S.A.A. 


WHITEHEAD INDUSTRIAL TRUST LIMITED 
has for twenty years specialised, and continues to 
specialise, in providing the following services for 
the proprietors of established Industrial businesses : 


The conversion of the business into a public company 
with a viaw to a quotation on the London and Provincia! 
Stock Exchanges, and the purchase of the proprietor's 
holding, In whole or part, thus enabling him to provide 
capital for death duties or other purposes. 


The provision of capital for development and expansion 
of the business. 


it is the invariable policy of the Trust to preserve the continuity 
of managemant, staff and professional associations unless 
special circumstances prevail. 


` Price 358, Post Free 37s || WHITEHEAD INDUSTRIAL TRUST LTD. 


Licensed Dealers in Securities 
Chairman & Managing Director: Arthur John Whitehead 
MITRE HOUSE, I77 REGENT ST., LONDON, W.L 
Telephone: Regent 4010 


| "DEL (PUBLISHERS) LTD 
7 66.CHANDOS PLACE, WC2 








Deymac definitely... 
said the Chief Accountant 


I like a system that covers all the ground in the 
department. I can switch equipment from Pay Rolls to 
Ledgers, or from Ledgers to the Costing Office if need be, . 
and their methods are so flexible, too. We can expand the 
systern where we want to; only the other day, we added 
receipts to the cash-book side of our sales ledger routine, 





and now we are introducing traders’ credits — quite Naturally, we use DEFINACE VISIBLE as well. 

simple, really, same entry as tae bought ledger debits. Every card at one’s finger-tips, never a card misfiled. Yes, 
oe it can be used for machine-posting too, and the 

Nothing too difficult for them, either. My fend across DEFINAC people even process your current cards 

the road wanted fifteen interlocking forms, all different, in present use. You ought to have a look at it, really; 

to tie up ‘his shipping accounts; DEFINAC did them it’s most interesting. 


for him with a smile, and delivered on the dot, too. 

l me For us, it is DEFINAC for Wages, Ledgers, Hire- 
Our own system is quite simple, of course, stock . purchase, Costing, Stores and all our other records. 
rulings all the way, and, quite inexpensive. Why not send fog their brochures? 


LI 
+o 


DEFINAC LIMITED : VICTORIA HOUSE : SOUTHAMPTON ROW: LONDON, WC. CHA 4338 
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THE MARLEY TILE (HOLDINGS) COMPANY LIMITED AND ITS SUBSIDIARIES 
Progress of tha Marley Group 





- . KOU 1952 1953 1954 1955 

1. Treading Surplus (after depreciation ete.) .. £368,797 £551,909 £1,110,426 £1,122,577 £826,616 
2 Taxation £197,803 £379,492. £738,551 £609,437 £353,403 
3. Taxation as a percentage of Trading Sutil 50-88 % 68-76% 66-51% 54-79 % 42-75% 
4. Net Profits of the Group K £190,994 £172,417 £37 1,875 £513,140 £473,213 
5. Net Profits ax a percentage of Trading See 4F12% 31-24% 33-49 % 4571% 5725% 
6. interest on Debentures E ~ £8,312 £37,500 £37,500 
7. Dividends on Ordinary Shares £17,063 £19,687 £34,375 £68,750 £71,875 
wi Preference Shares £16,706 £18,613 £18,806 £18,975 £19,669 

8, Profits {less Tax) of Minority Interests : £41,023 £30,926 £44,022 £38,484 £38,208 
9, Capital Expenditure . £260,511 £36) ,559 £557,110 £866,379 £632,243 
10. Current Assets Be , £1,938,532 £2,363,593 £3,258,601 £3,543,322 £4,132,881 
Current Liabilities, Pravilni and Dividends = £i 626,595 £1,965,959 £2,902,671 £2,379,504 £3,120,409 
£311,937 £397,634 £1,255,930 £1,172,818 £1,012,472 

Debenture Stock oo m £750,000 £750,000 £750,000 
Net Current Assets £311,937 £397,634 £505,930 £472,818 £262,472 

Ed 

II. Fixed Assam .. £815,871 £1 ,626,525 £2,003,031 £2,611,107 £3,001,648 
12. General Reserve E £100,000 £170,000 £300,000 *£100,000 £100,000 
13. Balance on Profit and Los hee: £322,830 £330,520 £440,944 £243,659 £493,860 

















* Jointly Be by ‘cui of £750,000 to Capital Reserve, 





Notes on the Accounts 

PROFIT AND LOSS ACCOUNT 
1. Taxation 
The figures for profits tax and Income tax are based on the profit for the year; Income tax Includes an amount set aside for 1956-57 of £310,900 (1954 
£527,569) which Is calculated at 8s 6d In the £ and Is arrived at after deducting rellef of £28,350 (1954 £24,150) arising from Investment allowances on capital 
expenditure. The amount of £28,350, before deducting £4,000 (1954 £4 Gen, attributable to minority interests, has been transferred to plant replacement 
reserve. Relief from Initial allowances transferred to future tax amounts to £4,900 before daducting £1,000 attributable to minority Interasts, whereas In 
1954 these allowances adversely affected future tax by £700. 

Overseers tax of £29,803 represents liabilities abroad, whether or not relief may be obtained against United Kingdom taxes, 

The adjustment In respect of previous year constitutes 6d In the £ Income tax overprovided In 1954. 


BALANCE SHEETS 
2 Subsidiaries Accounting Dates 


The accounts of the South African and German Subsidiaries are made up to June 30th, 1955, and August 31st, 1955, respectively. The directors are of the 
opinion. ma if the accounting dates of thess subsidiaries were to coincide with that of the Company, there would be undue delay In the preparation of the 
consolidated accounts. 


3. Taxation 
Se consists of Income tax 1956-57 £260,824 (1954 £489,426) and the net rellef to October 3lst, 1955, from Initia] allowances £84,100 (1954 

















4. Fixed Assets 
These are stated partly at cost and partly at Independent valuation on January ist, 1952. 
1955 1954 
Cost Depro- ` Cast Depre- 
7 ae ee. 
Freehold, Leasehold Land and Buildings .. 1,143,350 82,908 1,060,442 985,538 57,865 927,673 
Fixed and Loose Plant and eat 2,733,002 913,271 1,819,731 2,278,304 1,589,952 
House Properties .. . ee 134,549 13,074 121,475 114,816 11,015 103,901 
£4,010,901 £1,009,253 £3,001,648 £3,378,658 £757,232 £2,621,426 
5. Goodwill 


This consists of the net premium pald on acquisition of shares In subsidiaries less an amount of £25,00] representing profits capitalized by a subsidiary and 


. applied to the Issue of 25,001 ordinary shares of £1 each as fully paid to its parent company. 


6 Interest of Minority Shareholders 
This Includes a proportion of Income tax, 1956-57 £50,076 (1954 £38,413) and net relief from Initial allowances £12,550 (1954 £13,550). 
7. Capital Reserves : e 
Capital reserves of the rroup Include £9,703 share premium- account of a subsidiary. 

During the year, the Holdin Bp Company applied capital reserves of £750,000 for the purposes of a share Issue, and a subsidiary company transferred to - 
capital reserve an amount of £3,700 recelved fn Ger? of a dilapidacion claim. 
& Unappropriated Profits: Subsidiaries 
In the event of distribution to the Holding Company by Subsidiartes of the whole of thair undistributed profits earned since January Ist, 1947 (or dates of 
acquisition If later), additional taxation Ifabilities would arise which are estimated not to exceed £101,000 
9. Commitments for Capital Expenditure : 
The commitments of the group at October äis, 1955, emounted to approximately £220,000 (1954 £262,000). 


10. Contingent Liabilities l Š 

The Holding Company has guaranteed a bank overdraft of £105,000 due by a subsidiary. ; Wi 
IL. Exchange Rates ad a 

Forelgn currencies have been expressed In sterling at mid-market rates ruling at October 3ist, (955. 


12. Comparative Figa 
The Kee for 1954 have a besa appropriately adjusted for items reclassified this year. 


$ 


i 
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THE MARLEY TILE (HOLDING) COMPANY 





CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the Year ended October Jiset, 1955 






























































1955 1954 
£ £ £ £ 
PROFIT OF THE GROUP BEFORE DEDUCTING TAXATION Ge Ss ea Se Së 826,616 1,422,577 
After Deducting: 
Emoluments of the Directors of The Marley Tile {Holding} Co Led: 
Commission i Sé de Se Se wis at dé e d es D 34,896 49,477 
Fees .. DN a Ke ae Se D es T sc Sep Sch ds i Nil Nil 
Salaries and Pension Fund Contributions D a Sé = e a sr? eg 13,261 £3,26} 
49,157 62,738 
Debentura Interest ., : gg Se Si Se ox gé Ge Gs 37,500 37,500° 
Interest on Bank Overdraft and Mortgages = 21,330 $155 
Auditor's Remuneration and Hxpenses (including £i 670 for prior year — 1954 £1,216) . éi 8,41) ; 
Depreciation of Fixed Assets eg i .. 337,306 287,094 
Deduct: 
Taxation (Note /) 
Profis Tax .. Ss A g eg Ji Set A a Se Ge a 50,000 61,139 
Excess Profits Levy ` Le as es E Wa Sg Së E si si xe — 3,523 
Income Tax ere Së Së CH GA de $ ki Ei Si ag jes 303,600 516,775 
Overseas... ed des ad és ere Ss dg oe es Ka es Ka 29,803 EE 
Li 383,403 609 437 
Less: 
Adjustment In respect of previous year e ee am Se se di E as 30,000 — 
353,403 e 609,437 
PROFIT OF THE GROUP AFTER DEDUCTING TAXATION ba ie ee ea = S 473,213 513,140 
Deduct: i 
Expenses of Increase a Share Capital .. ge SC Ss ie Se wk ve a 5,010 — 
Future Texation (Note JI) DS st Sg Se Sé Ss Si Sg 3,900 700 
Profits (less Tax) of Minority Interests . CN ne as es E a es Se $8,208 38,484 
——— 107,118 — 37,784 
PROFIT ATTRIBUTABLE TO THE HOLDING COMPANY... te së Ze Se oe 366,095 475,356 
Deduct: 
Profits Retalned in the Accounts of Subsidiaries: 
Plant Replacement Reserve Sei = d SC Cé ds Ss rä Sé SS 24,350 20,150 
Purchase Tax Reserve aie oe e ie SR geg de Ié ge i4 zs —_ 14,766 
Unappropriated Profits .. e Si E E Ee E Xe SÉ ch eh 130,20] 352,715 
— 154,551 387,631 
PROFIT OF HOLDING COMPANY FOR THE YEAR .. Wë Ka es o i due 211,544 87,725 
"Special Dividend from Subsidiary partly out of Profits made in previous years Ss ze ~— 450,000 
211,544 737,725 
UNAPPROPRIATED PROFIT OF HOLDING COMPANY AT OCTOBER 3ist, [954 . 3,492 103,492 
+ 
AMOUNT FOR DISPOSAL Aa PA e SE e Se See we os ‘a 215,036 841,217 
Deduct: 
DIVIDENDS PAID AND PROPOSED LESS INCOME TAX 
Paid: 6% Cumulative Redeemable First Preference d D D a és - £5,100 4,950 
Cumulative Participating Preference .. e Sa SC Ss Si .. 6,375 6,187 
11,475 11,137 
Provided: 6% Cumulative Redeemable Firat Preference Se oh 5% ga ek Steal Eee 1,650 
SZ Cumulative Participating Eder e CH "e os si Se Zei Dë 2,063 
Cumulative Aa Apanan (24%) . SH de Se véi Si Ei .. 4313 4,125 
Ordinary (10%) eg E ga ie Sé Së .. 28,750 (25%) 68,750 
"AT Ordinary Non-Voting uoy) nia sé e ix Sa Ss .. 43,25 . — 
91 544 87,725 
TRANSFER TO CAPITAL RESERVE .. D sa xe F fe ia See eh H — 750,000 
— 9,544 837,725 
e Geen 
UNAPPROPRIATED PROFIT OF THE HOLDING COMPANY ie ds es sú dé 123,492 3,492 
Add: e 
UNAPPROPRIATED PROFIT AND OTHER REVENUE RESERVES OF SUBSIDIARIES: 
Retained from previous years zi ës sch Ges ia ae es s% a .» 375,083 537,452 
Retained in the year .. pi sa ei Ce Sé ok ae CR E 8 Fa 154,55] 387,631 
529,634 1,025,083 
Deduct: 
Special Dividend to Holding Company (less Income Tax SA = Gs Si Se de — 650,000 
ay i S ( ) R ———- 529,634 375,083 


*& NAPPROPRIATED PROFIT AND eee aden deed pone Li Ke 
DATED BALANCE SHEET... £653,126 £378,575 


i RE 8 aA 








A. CLAUDE HARTLEY *pDirectors 
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LIMITED AND ITS SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 
October 3st, 1955 
1955 1954 
£ £ £ £ 
CURRENT ASSETS 
Stock and Work In Progress .. ! 1,468,957 | 292,437 
Trade Debtors and Prepayments e 2,604,254 2,179,607 
Associated Companies (Debtors) x 16,049 758 
Balance at Bank and Cash in Hand 43,621 85,436 
7 ,132,88! m 3,567,238 
Dedifct: 
CURRENT LIABILITIES, PROVISIONS AND DIVIDENDS 
Bank Overdraft (£335,619 Secured) . D La me 445,448 31,024 
Trade Creditors and Accrued Expenses SR Ga Së 1,189,303 i, 101,262 
Assoclated Companies (Creditors) ws Ge 96,524 78,547 
Provision for Current Texation 1,309,065 | 077,166 
Dividends of The Holding Company (less Income Tax) 80, 76,587 
3,120,409 mee 2,364,586 
1,012,472 1,202,652 
FIXED ASSETS (Note 4) 
Freehold and Leasehold Land and Ee 1,060,442 927,673 
ed and Loose Plant and Vehicles .. [, 819,731 1,589,952 
House Properties Bi 121,475 103,80! 
3,001 ,648 2,621 426 
Goodwill (Note 5) 585,684 585,684 
Shares In clated Companies at Cost 6,529 6,529 
3,593,861 3,213,639 
Deduct; 
LONG-TERM LOAN (SECURED) 66,505 40,153 
—m 3,527,356 ~~ 3, 173,486 
4,539,828 4,376,138 
Deduct: 
INTEREST OF MINORITY SHAREHOLDERS (Note éi 438,748 329,607 
£4,101,080 £4,046,531 
£ £ £ £ 
CAPITAL OF THE MARLEY TILE (HOLDING) COMPANY LTD 1,750,000 1,000,000 
“4 
CAPITAL RESERVES (Notes 7) S 603,030 i 349,330 
* REVENUE RESERVES 
General Reserve 100,000 £00,000 
Plant Replacement Reserve 44,500 20,150 
Purchase Tax Reserve 29 ance gigi 
LI ts : e 
nappropriat ro ase 578,575 
Č £ 
Holding Company e 123,492 Holding Company 3,492 
Subsidiaries: (Note gi Subsidiaries: (Note 8) 
The Marley Tile Company lee The Marley THe Company Sales 
and its rinsed e 501 488 and Its Subsidiaries i .. 349,452 
Other Subsidiaries . 28, 146 Other Subsidiaries e 25,631 
£653,126 e 
3,006,156 2,727 905 
FUTURE TAXATION (Note 3) 344,924 568,626 
LOAN CAPITAL e e . e ` 
5%, First Mortgage Debenture Stock 1959-77 Issued by The Marley Tile Company Limited 750,000 750,000 
©. A. AISHER £4,101,080 ` £4,046,531 
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INLAND REVENUE 
EXTRA-STATUTORY CONCESSIONS 


Alterations to Existing Concessions 


We reproduce below, with the permission of the Controller of H.M. Stationery 
Office, an appendix to the ninety-eighth report of the Commissioners of Inland 

' Revenue (Cmd. 9667) —- discussed in a leading article- elsewhere in this issue ~ 
showing alterations in existing extra-statutory concessions in addition to those 

published in the Board’s ninety-third to ninety-seventh reports.! 

The concessions described below are of general application, but it must be . 
borne in mind that in a particular case there may be special circumstances which 
will require to be taken into account in considering the application of the concession. 


INCOME TAX 


Number on list in 
Board’s 93rd Report. 
19. Dependent Relative Allowance 

This concession provided that where a dependent 
relafive does not reside with the claimant and receives 
from him less than {£50 per annum, a deduction is 
allowed of the actual amount of the contribution, and 
where contributions are made by two or more persons, 
though not amounting to £50 in all, a deduction is 
allowed to each of his actual contribution. 

The figure of £50 has been raised to £60 with effect 
from the year 1953-54, following the increase by 
Section 14 (3), Finance Act, 1953, of the statutory 
dependent relative allowance from £50 to £60. 


26. Double Taxation Relief: Deduction of 
Unrelieved Oversea Tax 


Under this concession, where the deduction in 
computing oversea income for income tax and profits 
tax purposes of an excess of oversea tax which cannot 
be credited under a double taxation agreement would 
result in an increase of the total tax liability because 
of the existence of relevant distributions chargeable to 
profits tax at the higher rate, the deduction is not made. 

The law relating to unilateral relief from double 
taxation was altered by Section 26, Finance Act, 
1953, and the treatment of oversea tax in excess of the 
amount which can be credited became the same for 
unilateral relief cases as for cases governed by double 
taxation agreements; the concession has therefore been 
extended to the former cases. 


ESTATE DUTY 


Number on list in 
Board’s 95th Report. 


1. Civilian Deaths in Malaya, Korea and Kenya 
This concession provided that the relief from 


estate duty formerly granted by wartime legislation: 


(which expired in October, 1950) to the estates of 
civilians dying from injuries caused by the operations 
of war is applied to the estates of civilians dying from 
injuries caused by the operations in Malaya and 
Korea. The concession has been extended to deaths 
of a like nature occurring in Kenya. 


“See The Accountant dated January 2oth, 1951, February 
2nd and April rath, 1952, January 31st, 1953, February 
6th, 1954, and January 29th, 1955. 


EXTRA-STATUTORY CONCESSIONS 
WHICH HAVE CEASED TO OPERATE 
during the year ended December 31st, 1954 


INCOME TAX 
Number on list in 


Board’s 93rd Report. 
o, PARTNERSHIP CHANGES. 

The Chancellor of the Exchequer announced on 
sth November, 1954, in teply to a Parliamentary 
Question (Parliamentary Debates, House of Com- 
mons, Vol. 532, Col. 87, Written Answers) that in 
view of the enactment of Section 19, Finance Act, 
1953, under which the income tax cessation and com- 
mencement provisions now apply on a change in the 
constitution of a partnership unless all the partners 
claim continuation treatment, this concession would 
not be applied where successive changes of partnership 
occurred in future. 


10. RELIEF IN RESPECT OF LOSSES. 

This concession has been superseded by Section 
20, Finance Act, 1954, which enables capital allow- 
ances to be taken into account in arriving at a loss for 
the purposes of relief. under Section 341, Income Tax 
ao (formerly Section 34, Income Tax Act, 
1918). 


~~ 


27. DOUBLE TAXATION RELIEF: NON-RESIDENT DIRECTOR 
OF A UNITED KINGDOM COMPANY. 

The effect of this concession was to give credit for: 
oversea tax in accordance with the terms of the 
Sixteenth Schedule, Income Tax Act, 1952 (which 
relates to relief under double taxation agreements), 
notwithstanding that the taxpayer was not resident 
in the United Kingdom. Following the introduction 
of unilateral relief in 1950 and the amending provi- 
sions of Section 26, Finance Act, 1953, a relief similar 
in amount to that formerly given by concession is now 
available by statute and the concession has accordingly 
been terminated. 


Number on list in 

Board’s 94th Report. 

1. DOUBLE TAXATION RELIEF: INTEREST OR ROYALTY 
EXEMPT UNDER DOUBLE TAXATION AGREEMENT. 

The relief given by this concession is now available 
under statutory regulations made by the Commis- 
sioners of Inland Revenue under powers conferred 
upon them by Seetion 351, Income Tax Act, 1952 
(The Double Taxation Relief (Taxes on Income) 
Po (No. 3). Regulations, 19534—S.I. 1954 No. 
1300). ° 
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Number on list in 
Board’s 93rd Report 
ESTATE DUTY. 
12, PROPERTY HELD IN JOINT TENANCY, ETC. 
13. REVERSIONARY INTERESTS. 

These two concessions have been withdrawn as 
regards cases falling within Section 33 (1), Finance 
Act, 1954 (which made new provision for non- 
aggregation of certain property in certain circum- 


stances), i.e., where the death occurred on or after ` 


30th July, 1954. ‘The concessions continue to operate 
as before in relation to other relieving sections. 
Number on list in 
Board’s 94th Report. 
I. PROPERTY ABROAD REQUISITIONED BY THE 
GOVERNMENT. 

In view of the revocation as from sth August, 1953, 


= 
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of Regulation 1 of the Defence (Finance) Regulations, 
1939, this concession has been withdrawn in relation 
to deaths occurring after 5th February, 1954. 


PROFITS TAX 


1. DOUBLE TAXATION RELIEF: INTEREST OR ROYALTY 
EXEMPT UNDER DOUBLE TAXATION AGREEMENT. i 


The relief given by this concession is now available 
under statutory regulations made by the Commis- 
sioners of Inland Revenue under powers conferred 
upon them by Section 351, Income Tax Act, 1952 
(The Double Taxation Relief (Taxes on Income) 
(General) (No. 3) Regulations, 1954-—-S.I. 1954 
No. 1366). 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Overdraft: Treatment of Holiday Money 


SIR, — May I seek the opinions of readers on a con- 
troversial matter between a works accountant and 
his company’s auditors? 

The company is an engineering one and, in accord- 
ance with an agreement with the unions, the holida 
money is accumulated each week in a separate b 
account, the signatories to which are appointed by the 
company. The auditors insist that this account is 
under the control of the company and: must, 


therefore, be brought into the balance sheet, the 


effect is to reduce the overdraft by well over fifty 
per cent, 

The contention is that by doing this a wrong 
impression is given to the SEENEN and, in any 
case, the siguatories would not allow the money in the 
bank to be used other than for the purpose for which 
it was transferred. 

Yours faithfully, UNBOWED. 


Christmas Party in 1507 


Sir, — I had the pleasure of the company of a lady 
from Oldbury-on-Severn at my family’s Christmas 
dinner at Chepstow. She shewed me a record of a 
Christmas party given be Edward, 3rd Duke of 
Buckingham, at rnbury Castle in 1507, entitled 
‘A Thornbury Christmas Party in 1507’. 

This was a copy by Mr. William A. Caffall, of the 
College of Arms, London, who, being evacuated to 
Thornbury Castle during the 2nd Great War, looked 
through the archives and collected the numerous 
facts. He gives not only a detailed account of the 
guests, but also of the expenditure. 


Supped ., ag ei 


rrr ee ee 


Present at dinner (amongst others named): 
The Lady Anne and 14 with her. 
The Abbot of Kaynsham and 7. ` 
The bailiffe of Hatfield and 2. 
E. Garth and 2 others doing service from Penshurst. 
a minstrels, : 
6 trumpets. 
4 players. 
The receiver of Newport and 2. 
2 hardwaremen. 
22 from the town. 
32 from the country. 
a cooks from Bristol. 
Strangers at dinner 
do. at supper 


Spent: 
491 loaves, 3 quarters, 2 manchets of Wheat 13 Bé 
II oa and 3 quarts of Gascony 


182 


176 


ine .. me a Ss éi 13 o 
Spent in Ale, 171 flaggons, 1 Quart, 
whereof in breakfasts 17 flaggons, 

3 quarts .. Ge Ss Ges i 3 

1 Carcass and 7 Rounds of Beef .. NA 20 © 

9 Carcasses of Mutton a? Sg e 16 o 

A. Pigs i SS GA fs Sa 8 o 

4 Swans Iz o 

4 Geese 2 0 

5 Sucking Pigs 20 pence 

18 Chickens 18 pence 

400 Hens’ ¢ Si 3 4 

20 Dishes of Butter 20 pence 

and so on, 


I could not help thinking, as I read it, what an 
object lesson to the youth of the present day — the 
careful detail and; presumably, the accuracy of the 
Duke’s servants to the Duke’s steward, which if I 
may be permitted to say so, is a bit contrary to the 
work of some of the youths of now-a-days. While 
many of us even now have as many friends as service 
can stand, and as much as we can afford to Christmas 
dinner, 182 strangers takes our breath away. 

I am indebted to Sir Algar Howard for permission 
te reproduce the above. . 


Yours faithfully, 
Newport, Mon, `C. GORDON JOLLIFFE. 
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NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 
date given 


of interest to the profession. The 


when an Act received the Royal Assent 


or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(4 Eliz. 2) 
Chapter 17: Finance (No. 2) Act, 1955 


An Aci to increase certain taxes and otherwise to amend 
the law relating to the Public Revenue. 
Price Is net. December 21st, 1955. 


Chapter 18: Aliens’ Employment Act, 1955 


An Act to provide for the employment of aliens and 
British protected persons in Civil Service under the 
Crown. ; 
Price 3d net. December 21st, 1955. 


Chapter 19: Friendly Societies Act, 1955 


, An Act to extend the powers of friendly societies, and 
amend the Friendly Societies Acts, 1896 to 1948; to 
make corresponding amendments for trade unions in 
relation to sums payable on the death of a member; 
to make provision with respect to the furnishing of 
information by the Minister of Pensions and National 
Insurance in connection with claims for benefit from 
friendly societies and trade unions; and for purposes 
connected therewith. 


Price 6d net. December 21st, 1955. 


Chapter 20: Agriculture 
(Improvement of Roads) Act, 1955 


An Act to’make provision, by means of Exchequer 
grants and otherwise, for the improvement of certain 
roads situated in, or affording access to, livestock rear- 
ing areas; and for purposes connected with the matter 
aforesaid. 


Price 6d net. December 21st, 1955. 


Chapter 21: Diplomatic Immunities 

Restriction Act, 1955 
An Act to enable Her Majesty to withdraw personal 
diplomatic immunities from members of the diplo- 
matic missions of certain foreign sovereign Powers 
and their families; and to exclude citizens of the 
United Kingdom and Colonies from the enjoyment of 
such immunities. 


Price 3d net. December 21st, 1955. 


Chapter 22: Expiring Laws Continuance 
Act, 1955 
An Act to continue certain expiring laws. 
Price 4d net. December 21st, 1955. 


STATUTORY INSTRUMENTS 
The Treasury (Loans to Local Authorities) 
(Interest) Minute, 1956 
(S.I. 1956 No. 39) 


This minute increases the rates of interest chargeable 
on loans advanced from the Local Loans Fund to local 
authorities on the security of local rates. 


Price 2d net. January 14th, 1956. 


The Treasury (Loans to Persons other than 
Local Authorities) (Interest) Minute, 1956 
(S.I. 1956 No. 40) 

This minute increases the rates of interest chargeable 
on loans advanced from the Local Loans Fund other- 

wise than on the security of local rates. 
Price 2d net. January 7 At, 1956. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Annual Dinner 


At their last meeting, the Committee passed a 
resolution to put on record the thanks of the Society 
te Sir Harold Gillett, the President, for the outstanding 
speakers and public personalities who at his invitation 
had honoured the Society at the 1955 annual dinner. 


New Members’ Meeting 


A large number appeared at the New Members’ 
Meeting held on January 6th to hear the welcoming 
address from the President and the Chairman of the 
Committee, as well as to see the film ‘Accounting — the 
language of business’ made by the American Institute 
of Accountants and lent for the occasion by The 
Aécountant. One is sometimes left wondering whether 
the scope of this film could not be widened, showing 
perhaps an accountant acting as executor, liquidator 
or’ even expert witness. Auditing is too often held to be 
the accountant’s main business and it would be an 
advantage to have this impression corrected. 

New members were also able to see from the quanti- 


ties of literature available something of the Society’s 
activities — particularly those of the branches. A wel- 
come feature of one programme is the quiz to be held 
between Southend and Chelmsford on January 31st. 


Debates 


National Service can be relied on to rouse differences 
of opinion and the debates secretary may be congratu- 
lated on the lively discussion which resulted from his 
motion. Members will see from their cards that good 
meetings have been planned and they would do well 
to attend them. 

Autumn: session prizes have been awarded to Mr. 
J. V. Goodman and Mr. D. M. Cohen. 


‘Thirty-five Days at Least’ 


Giving the first of the Post-Intermediate lectures 
Mr. Douglas Clarke mildly complained of the strictness 
of the Inland Revenue by telling a frightening story of 
a claim sent in three days too late with dire conse- 
quences to the company concerned. Examinees, how- 
every will recall that the Institute is on occasion equally 
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severe, and that ‘late entries are not accepted’. 

. Two days earlier Mr. Hamilton Baynes opened the 
spring lecture session with a stimulating address on 
‘Share valuation’. It is no reflection on Mr. Baynes, 
however, to say that he raised, inevitably, almost as 
many problems as he solved — particularly as regards 
the merits or otherwise of Section 210 of the Companies 
Act. Examinees of recent vintage will again be 
sympathetic! 
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Annual General Meeting 

Members will note that the annual general meeting 
will not take place until Friday, April 27th. They will, 
however, appreciate that preparations for this meeting — 
particularly the report — must be begun a considerable 
time in advance. If any member has, therefore, any 
suggestions or notices of motion, the Secretary would 
be glad of them soon—in any case not later than 
April 6th. 


NOTES AND NOTICES 


Personal 


Messrs Topp, T'ANsrer & Co, Chartered Accountants, 
of 3 Granby Street, Leicester, announce that as from 
January ist they have admitted into partnership Mr 

"PM HARDING, A.C.A. The name of the firm remains 
unchanged. 

Messrs ALEX. PARKES, WESTMACOTT & Co announce 
with deep regret the death on January 12th, in his 
eighty-ninth year, of Mr ALEXANDER PARKES, F.A.C.C.A., 
F.C.1.8., the founder of their firm. They also 
announce that they have admitted into partnership 
Mr Dennis STANLEY LEWIS, A.C.A., as from January 
rst, 1956. 


Inspector of Official Receivers Appointed 
The Board of Trade have announced that Mr R. F. 
Howe has been appointed Inspector of Official 
Receivers attached to the office of the Inspector- 
General in Bankruptcy (London), with effect from 
January 1st, 1956. 

Obituary 
ALEXANDER PARKES, F.A.C.C.A., F.C.LS, 


It is with deep regret that we record the death on 
January 12th, in his eighty-ninth year, of Mr 
Alexander Parkes, F.a.c.c.a., F.c.1.8. Mr Parkes was 
President of The Association of Certified and 
Corporate Accountants from 1940 to 1945, a len 

of time in office equalled only by Mr Isaac Bullen 
in the First World War. He had also served on 
the Accountants’ Advisory Committee and the Co- 
ordinating Committee, two of the joint committees 
of the recognized accountancy bodies. 

Mr Parkes commenced practice in the City of 
London in 1902 and was senior partner in the firm of 
Alex. Parkes, Westmacott & Co until his retirement 
in 1947. He was the second oldest member of the 
Chartered Institute of Secretaries — having been 
admitted an Associate in 1892-and became a 
member of the former London Association of 
Certified Accountants on its formation in 1904. 

A Freeman of the City of London, he further served 
the City as churchwarden of St Giles Church, 
Cripplegate, being in that office during the time of the 
air raids on the City at the end of 1940. He also served 
as a ves of St Giles, as a member of the 
Cripplegate Foundation and the Cripplegate Schools 
Foundation, and as a governor of the Lady Eleanor 
Holles School. ° 





Double Taxation: Estate Duty 

UNITED KINGDOM AND PAKISTAN 
Discussions for the avoidance of double estate duty, 
which opened at Karachi on January 16th between 
representatives of the Governments of the United 
Kingdom and Pakistan, have concluded and a draft 
agreement has been initialled. Subject to approval by 


both Governments, the agreement will be signed in ° 


Karachi in due course. 


Revenue Paper: Hilary Sittings 


The following cases are down for hearing in the Court 

of Appeal: 

C.LR. v. Rt. Hon. Enid Countess of Kenmare. 

CIR v. Parkhouse Collieries Ltd. 

Henry Arthur Waldron Saunders v. CIR 

Firestone Tyre and Rubber Co Ltd v. Mrs C. M. Lewellin 
yee of Taxes), Firestone Tyre and Rubber Co Ltd 
as agents for Firestone Tire and Rubber Company of 
Akron in the United States of America) o Mrs C. M. 
Lewellin (Inspector of Taxes). 

Anglo-French Exploration Co Ltd v. M. B. Clayson 
(Inspector of Taxes). 

Sun Life Assurance Society v. W. J. Davidson (Inspector 
of Taxes). 

A a EE Co Ltd v. A. R. Logan (Inspector of 

axes). 

Albert Wiseburgh v. Sydney Thomas Domville (Inspector 

of Taxes). 


(No dates yet fixed for the hearing of the Stated Cases 
or the Appeals.) 


The following cases are down for hearing in the High 

Court: 

S. W. Penny (Inspector of Taxes) v. E. A. Whiteley. 

C.I.R. o Bew Estate Limited. 

CIR o Brian Westbury. 

CIR o Eric Westbury. 

J. Powell (Inspector ‘of Taxes) v. Hawkesbury and Exhall 
Collieries Limited. 

A. J. Wager v. A. E. Watson (Inspector of Taxes). 

Lieut.-Col. George Orville Gamble v. George Norman 
Staniforth (Inspector of Taxes). 

Harry Edwards , Bradshaw o George Henry Blunden 
(Inspector of Taxes). 

E. D; Jackson (Inspector of Taxes) v. Laskers Home 
Furnishers Ltd. 

Sir William Norman Vernon, Bart., Herbert Wallace 
Vernon, Reginald Thornycroft Vernon, Humphrey 
Bagnall Vernon (Trustees of the Employees Fund of 
William Vernon & Sons Ltd) v. CIR 

CIR v. The National Coal Board. , 

CLLR. e Clifford Hartley. : 

Leigh Spinners Ltd v. C.I.R. 

F. Bridges (Inspector of Taxes) v. Walter Manning Hewitt. 

F. Bridges (Inspector of Taxes) v. Ernest Bearsley. 


million; shops, £2} million. The average amount of. 
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Marshall Richard Machine Co Ltd v, J. S. Jewitt (Inspector 
of Taxes). 

Escoigne Properties Ltd v. C.LR. 

H. C. Hart (Inspector of Taxes) v. John Young Sangster. 

eg Leslie Carden (Inspector of Taxes) v. R. B. Taylor & 


n. 

Evans Medical Supplies Ltd v. Louis Moriarty (Inspector 
of Taxes). 

E. R. Jones and R. A. Radcliffe v. C.I.R. (Appeal of R. M. 
Radcliffe). 

Ian Allan Maclean (Inspector of Taxes) v. Norman Leslie 
‘Trembath. 

C.I.R. v. White Brothers Ltd (in liquidation). 

C.I.R. v. Pollock and Peel Ltd (in liquidation). 

London Investment and Mortgage Co Ltd v. C.LR. 

CIR ©. London Investment and Mortgage Co Ltd. 

London Investment and Mortgage Co Ltd v. F. N. 
Worthington (Inspector of Faxes). 

F. N. Wortiington (eper ol Taxes) v. London Invest- 


ment and Mo e Co Ltd. 
C.I.R. v. Major H. A. D. Buchanan. 
War Damage Payments 


‘THE COMMISSION’S WORK IN 1955 
The War Damage Commission paid out {27} 
million during 1955 compared with £32 million in 
1954 and £38 million in 1953. The average weekly 
rate of payments in the last quarter of 1955 was 
£506,000. 

The Commission paid 21,000 ‘cost of works’ 
claims for repairs during the year, and made 6,700 
payments on account or as instalments. The amount 
involved was £224 million, of which about £5 million 
was for the repair and rebuilding of houses. 

Other principal items were: commercial buildings, 
£54 million; factories, £4 million; churches, £3} 


each claim paid during 1955 was £1,070 compared 
with {£700 in 1954 and £500 in 1953; while value 
payments amounted to {44 million, of which £2 
million related to houses. ni 

Greater London’s share of the total was £154 
million. 

Total war damage payments by the Commission 
now amount to £1,174 million in 4,678,000 separate 
payments. Contributions by property owners during 
and after the war amounted to nearly £200 million. 


Leeds and Bradford Students’ 
Course 


The fifth annual residential course to be arranged by 
the Leeds, Bradford and District Society of Chartered 
Accountants and the Leeds and Bradford Chartered 
Accountant Students’ Assgciations will be held during 
the periods March igth—23rd (for Intermediate 
students) and April 23rd-27th (for Final students) at 
Grantley Hall, near Ripon. 

Both courses have an interesting programme of 
lectures which will be followed by group discussion, 
while the Final course includes a short accountancy 
problem which will be circulated before the course 
opens. Group answers to the problem will be dis- 
cussed with each group by practising chartered 
accountants on the day and a model answer 
will then be provided. 


Residential 
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The courses are open to all articled clerks (and 
students out of articles) in the offices of members of | 
the Institute in the area of the Leeds, Bradford and 
District Society of Chartered Accountants, and of 
the North Yorkshire and South Durham Branch. 
Some vacancies will also be reserved for students 
from other areas. l 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m. at the Institute: Lecture* on ‘Some 
practical points on goodwill’, by Mr R. J. Carter, B.COM., 
F.C.A. 

Tuesday, 6.30 p.m. at Southend: Quiz competition between 
Southend and Chelmsford branches. 

Wednesday, 5.30 p.m. at the Institute: Post-Intermediate 
lecture on “Organizing accounts for long and short period 

_ information’, by Mr C. E. Sutton, a.s8.a.a., Deputy 
Chief Accountant, The Metal Box Co Ltd. 

5.30 p.m. at the Institute: Debate: Motion — “That the 
less the Government takes part in industrial and com- 
mercial affairs, the better it will be for Britain’. 

Thursday, 5.15 p.m. at the Institute: Introductory course 
lecture on “The taxation system’, by Mr F. R. Porter, 
F.C.A,, A.C.W.A. 

6.30 p.m. at Guildford: Lecture on ‘Flotations and 
prospectuses’, by Mr C. R. Curtis, M.sc.(zcon.), PH.D., 
F.C.1.8. 

Friday, 5.15 p.m. at the: Institute: Introductory course 
lectures on (1) ‘The nature of the items in a profit and loss 
account and balance sheet’, by Mr F. R. Porter, F.c.a,, 
A.c.W.A., and (2) “The ownership and control of a 
business’, by Mr D W. Medd, Barrister-at-Law. 

Saturday. Badminton match v. National Provincial Bank. 

*Substituted lecture. 


The British Council 
"TWENTY-FIRST ANNIVERSARY REPORT 


The twenty-first anniversary report of the British 
Council was published recently. The report 
contains a comprehensive account of the Council’s 
work during the period 1934-1955, together with 
details of its activities in the past year. 

In a foreword to the report, the Prime Minister, 
Sir Anthony Eden, writes: 

‘The Council was set up in 1934 as an organization of 
independent status to develop closer cultural relations 
between the United Kingdom and the rest of the world. 
The value of its independence has been fully proved. 
The Council has rendered distinguished services, both in 
peace and war, to friendship and understanding between 
the United Kingdom and other countries, both within 
and without the Commonwealth.’ 


Electronics in the Office 


A paper on ‘Electronics in the office’, illustrated by 
lantern slides, will be given by Mr S. G. Furniss, 
Administration Department, Imperial Chemical In- 
dustries Limited on Tuesday, February 21st at 7.30 
p.m., in the Chandos Room, George Hotel, Edinburgh. 

The meeting has been arranged jointly by the 
Chartered Institute of Secretaries in Edinburgh and 
the Office Management Association and a cordial 


1 Price 2s 6d net. 
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will say to another typist : 


‘Can I borrow 
your Imperial? I've got a special job to 


do, and it's got to be good’. All the 


2,400 parts of the Imperial '66’ are finely 


made and precisely assembled. But 


that very delicacy and precision 


ensures that the machine adjusts itself 


in a most friendly way to any touch, 


a 


and goes on doing its good work for 
very long time for any number 
of pairs of hands. An Imperial ‘66’ 


is not temperamental, 


Quick work — well done 


Imperial 


typewriters 
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IMPERIAL TYPEWRITER CO, LTD. LEICESTER AWD HULL. 





Neville 


Limited 


The Midlands} Issuing and Finance House providing a 

complete service for industrial companies to obtain 

capital and for the proprietors of private companies to 

market their holdings, and make provision for Death 
i Duties. 


Public Offers for Sale and placings during 1947-55 


Alfred Case & Co Ltd 
John Hawley & Co 


Concentric Manufac- 
turing Co Ltd 
George Edmonds Ltd 
The H Top 
‘Foundry Co Ltd 
Fletcher, Houston 
& Co Ltd 
Prima Industries Ltd 
W. & J. Lawley Lid 
Job Wheway & Son Ltd 
Fordham Ltd 


F. H. Tomkins Ltd 
J. T. Price & Co Ltd 
Zinc Alloy Rust- 


Co Ltd 
Onions & Sons 
(Levellers) Ltd 


Bilston Foundries Ltd 
Craddock Brothers Ltd 


Gibbs and Dandy Ltd 
Belgrave (Blackheath) Ltd 


Strakers (Newcastle) Ltd 
Elliot Paisley Ltd 





Directors: 


G. ROLAND DAWES, F.C.A., F.C.W.A. 
E CARL REEVES, B.SC.CLOND.) 
SIR GREVILLE F. LAMBERT, BART., F.C.A. 


Secretary: 
NORMAN E. HURST, A.C.A., F.C.LS.- 


Perille Bouse, Waterloo Street, Birmingham, 


© 
Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM’. 
Telephones © MIDLAND 5677-89. 
Subsidiary Company: 


NEVILLE INDUSTRIAL SECURITIES (S.W.) LTD 
Baltic House, Mount Stuart Square, Cardiff. 


Telephone: CARDIFF 32255. . 


AN 





Sndustrial Securities 


(Walsall) Ltd 


John Folkes (Lye Forge) Ltd 


Hallam, Sleigh & Cheston Ltd 


2 
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M any, many years ago, equipment such as this would 
have been considered ‘modern’, but one has only to look 
around the modern office to note the vast strides that have 
been made — and yet- there are still typists to-day who 
are compelled to work to out-of-date ideas. ‘PRIMUS’ 
Continuous Stationery has replaced the out-of-date un- 
roductive operations previously carried out in the office — 
nterleaving and extracting loose carbon sheets, Inserting 
and aligning separate stationery forms, etc. 

‘PRIMUS’ saves ONE HOUR IN EVERY THREE on KR 
invoicing, works orders, goods received notes, purchase 
orders, and other tasks a repetitive nature. With the 
simple attachment, ‘PRIMUS’ forms can be used on any 
make of typewriter. The smooth feeding of the forms Into - 
the machine assures that the typist is engaged ALL the time 
on productive work. - 












THE PRIMUS STANDARD REGISTER ye 


For HAND-WRITTEN RECORDS, the 
Primus Register used in conjunction with 
Continuous Stationary ensures the same 
speedy smooth operation, while a copy 
automatically locked In the machine pro- 
vides your auditor with a check on each 
transaction. 


MM .QUEEN ELIZABETH STREET © LONDON, SE! 


TEL. HOP 5344(5 linas) l 
Branches at: BIRMINGHAM, MANCHESTER, DUBLIN, GLASGOW 
S ə» 
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invitation is extended to anyone interested to attend. 
Admission is free, by ticket only. Applications for 
ticketa should be made not later than February 7th, 
to Mr A. J. B. Lee, Patons & Baldwins Ltd, Alloa, 
Clackmannanshire, Scotland. 


The Institute of Municipal Treasurers 
and Accountants 
LOCAL AUTHORITY SERVICES 


Four booklets giving details of welfare services, 
housing statistics and police force and fire services 
statistics during 1954-55 have been published re- 
cently by The Institute of Municipal Treasurers and - 
Accountants in conjunction with the Society of 
County Treasurers.1 Each booklet contains statistics 


relating to services provided by local authorities in’ 


England and Wales. 


WELFARE SERVICES 


The detatls set out in this booklet provide informa- 
tion about expenditure on welfare services such as 
the ing of residential homes and services for 
blind persons. The total net expenditure falling on 
the rates in 1954-55 is shown to have amounted to 
£14,671,619 which was an increase of over {1 

ion on the total for the previous year. The 
number of persons in residential accommodation at 
January Ist, 1955, was 68,813 —a rise of 3,306 on 
the 1954 figure. 


HOUSING STATISTICS 


This return gives the housing statistics for 1954-5 5 
of all the county boroughs, the London County 
Council, 191 non-county boroughs, 164 urban 
districts, and 52 rural districts. These authorities 
completed 126,000 houses d the year, about 
two-thirds of the whole number constructed by local 
authorities. 

Inas giving the average capital cost of 
houses completed and the net rents charged at 
March 31st, 1955, the lowest total cost of two- 
‘bedroom houses is shown as £1,150 and the highest 
as £2,240, with rents r from op 7d to 35s 6d 
a week. The equivalent es for three-bedroom ` 
‘houses are £1,146 and £2,982, with rents from 7s 8d 
es 75S. 

During the year, the London County Council - 
_'completed 8,658 houses and other dwellings, while 
of the county boroughs, Liverpool heads the list 
with 3,254 and is followed by Birmingham with 

2,855, Leeds with 2,232 and Manchester with 2,231. 
` Of the non-county boroughs, Chelmsford’s total of 
764 dwellings completed during the year is the 
highest. 


° i Welfare Services Statistics, 1954-55; Return of Police 
Force Statistics, 1954-55 Return of Fre Services Statistics, 
; 1954-55, 3s each post free: H Housing Statistics, 1954-55, ° 
73 6d post free. The Institute of Municipal Treasurers and 


Accountants, 1 Buckingham Place, London, SWy. 
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Our Weekly Problem 
No 105: Mrs SIDATE SIGHS 


Mrs L. U. Sidate sighed. “As usual’, she said, ‘I 
never seem to get any cards.’ She looked in her bag. 
‘I am afraid I have only two ten shilling notes and a 
florin, so someone will have to give me change.’ 

They had been playing bridge for a shilling a 
hundred and were settling up. Mrs Sidate lost all 
three rubbers which were’ E with different 
partners and with different results. Mre Sidate 
lost twice as much as Mr Sidate won, but Mr 
U. N. Ravel won half as much again as Mr Sidate. 


How much did Mrs Ravel win when playing with 
Mr Stdate? 


Answer TO No. 104: POCKET MONEY 
Mr Sidate had 19 coins, Ivor 13 coins and Charles e, of 
which one was a-shilling, three were pennies, and one a 
threepenny bit, Le Lë 6d. 


KI 


SEVENTY-FIVE YEARS AGO ý 
FroM @he Accountant or JANUARY 29TH, 1881 
Letter to the Editor entitled 


INSOLVENCY Touts 


Sir,—A unique specimen of the most disreputable 
sort of touting, in regard to insolvency, has recently 
appeared in a London Daily, a cutting of which I beg 
to enclose. This touter apparently goes in for 
prophesy, as well as offers what purports to be a per- 

ect panacea for insolvents of all descriptions. To 
begin with, I am much astonished that a high toned 
paper of any discrimination whatever, admitted an 


“advertisement which instructs “traders. and others in 


difficulties” to “be prepared in time”, as the clauses 
of the “new Bankruptcy A Act,” which “will shortly 
come into operation,” are “ as regards debtors, of a 
very stringent nature.” It would be absurd to suppose 
that these touters can have any possible inkling as to 
whether an Act—the provisions of which have not 
been even yet explained to Parliament—is, or is not, 
“of a very stringent nature” as regards debtors. But 
even if they have any certain knowledge in that 
direction, I venture to suggest that it is highly im- 
proper—to put it mildly—for a responsible organ of 
public opinion to insert an advertisement which, if it 
‘means anything, is simply an invitation to dishonest 
traders to fail when, according to the advertisers’ 
view, their shady proceedings are likely to pass 
unnoticed. 

I don’t know that I should have troubled you with 


‘any communication on this head, but for the simple 


reason that these touters choose to call themselves 
inter alia “accountants.” In this respect, however, the 
_ law receives the prior honour, for these touters are 
- first and foremost “legal agents,” a fact which may 
interest the Editor of the Law Times, who is never 
tired of parading the migdoings of ae 


Yours truly, = 
SUBSCRIBER. 


‘“accountants.” 
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THE INSTITUTE OF CHARTERED 
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Results of Examinations held in November 1955 
FINAL EXAMINATION 


Held on November 29th and 30th and December rst and and, 1955 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the W. B. Peat Medal and Prize and the Plender Prizes for the Advanced Accounting (Part I) 
and the Taxation papers 
Mendelasohn, Peter (J. F. T. Nangle), London. 


Second Certificate of Merit, the Walter Knox Scholarship, the William Quilter Prize and the Plender Prize for the Auditing Paper 
David, Colin richard (C. R. Daniel), Cardiff, 


Third Certificate of Merit 
Gray, Robin (P. W. Mertens), London. 


Fourth Certificate of Merit 
Hollingsworth, Rex Noel (H. Bashforth), Sheffield. 


e Full List of Names of Successful Candidates 
(in alphabetical order) 
Ahmad, R. CH P, eae Pontypridd. Bradford, R. J. (S. J. Orman), Bristol. 
Alderman, Shaw), Leamington Spa. Brand, E. W. (O. N. ish, Haverfordwest, 
H.C. CK. B. Riddle), London. Brenner, A. M. on Leigh), London. 
‘Allen Geh (A. Picketone), Manchester. Briggs BG. ER Longman), Leeds, 
Amegashie, R. S. (H. Leech), Gateshead. Bro feld, J Dicker), Great Yarmouth. 
Anderson, K. G. (B. P. Hegarty), London. Bromfield d H. (o F Bromfiel d London. 
Andrews, K. D. (N. H Gill), Leeds. ee N. (A Shaw), Dewsbury. S 
Antia, J. M. (K. V. C. Ridley), London. Brown, D. P. (G. Brown), London. - 
Appleby, G. B. (S. Whitti m), Manchester. Brown, R . M. (L. V. Hazlewood), Birmingham. 
hbold, J. T. A. (F. Phillips), Newcastle upon Tyne. Budden, D. E. A. Œ. R. Nicholson), London. 
itage, E. D. (F. Howarth), Middleton. Bullock, J. (J. at rge), London. 
Armitage, R. J. (N. T. Stoker), London. Bumett, W. (C. H. Pomfret), Liverpool. 
Arnold, B. (L. F. Guillem), London. Butler, B. J. (J. S. Tems}, Oxford. 
Arnold, M. H. (5. V. Turner), Manchester. Butler, I. D. SE E. Beddington), Derby. 
Arrandale, B. (L. K. Taylor), Manchester. Butterick, P (G. H. Roberts}, London. 
Ashley, C. W. (W. W. Mortimer), London. Butters, L. B. (J. N. Cornish), London. 
‘Astill, H, D. a H. Walton), Manchester. 
Ayliffe, N, J. B. (W. V. Meacock), Newport, Monmouthshire. Callaghan, P. (C. W. Tweedale), Manchester, 
Carmichael, R. D. (B. J. Bridges), London. 
Bacon, T. S. (N. F, C. Willey), London. Castle, N. J. (R. F. Sumner), London. 
Baker, H. H. (S5. Tickle), Birmingham. Chadwick, R. L. (E. F. Wilkins), London. 
Baker, J. R. (Hi. J. Burgess-Parker), Bristol. Ge H. (A. T. Tull), London. 
Baker, T. (B. W. James), Lewes. Charman, J. S. (J. G. EEN Watford. 
Baldwin, A. C. J H. Bell), Manchester. Chubb, P. W. B. (B. Braham), London. 7 
Balfour, M. S. (C. L. Nelson), London. Clark, J. V. M. G. (H. H. Thomas), London. 
Banbury, J. B. (T. L. C. Clarke), Piymouth. : Cohen, D. (J. Bowman), London. 
Bardwell, J. E. (E. N. T. Clowes), Ipswich. Cole, L. R: (J. RE Curtis), London. 
Barker, E. R. Ue Steele), Bradford. Cole, M. W. J. W. Sha ery), St. Austell. 

, D. P. ($S. E. Ao London. Collings, S. G. oe Martin), Newcastle upon Tyne. 
Batchelor, A. A. (J. T. Raybould), Smethwick. Collins, B. L. (W. E. Thompson), Manchester. 
Baxter, J. M. (J. A. Garland), Birmingham. Coney, M. G. (D. W. Stirling), irmingham. 
Bayliss, J. W. (W. W. Mortimer), London. Conway, T. P. (1. Cedar), London. 

Beacom, D. E. (H. V. Bryan), London. Cooper, G. M. (E. C. Corton), Leicester. 

~ Beard, R. I. (L. C. Coe), London. Cooper, W. A. (J. Ss Dunk), Sheffield. 
Bearman, A. P. (D. Warner), London. Corbin, I. G. ores eee) Portsmouth, 
Beetson, J. S. d wW. Tavir), Portamouth. Corleas, S. W. N., Quaile), Birkenhead. 
Belihouse, D. (J. W.G. ocke), London. Cornish, P. F. ja Scotten), ndon. 
Benison, A. (K. L. Collin), Sheffield GE M. R. G. (A. G. B. Burney), London. 
Bennett, D. (M. Bennett), London. Cotton, J. (G. W. Smith), ees 
Bentall, J. A. C. (K. W. $. Clark), London. Courtney, D. d E. W. Darlington. 
Bentley, È W. (J. R. Riddell), Shæewsbury. Courtney, P. H. Harrop), peer 
Bentley, D. J. (H. J. Williams), London. Co , J. W. (F. S. Edmonds), London: 
Berkinshaw-Smith, B. C. (C. E. M. Hardie), London. Creek, P. G, (R. J. Holbrook), ee 
Berry, M. SN B. Settle), Colne. Cross, P. G. (A. E. ie 
Berry, P. J. . S. Marshall), Scarborough. Crosse, H. H. 0G. J. C sch), GEN 
Biddle, D. F. (G. Ford), Bournemouth. Cryer, F. M. (L. W. Newsholme), Preston. 
Birch, D. J. (R. A Palmer), Northampton. Cundy, W. B, (D. Bariow), Bolton. 
Bird, C. A. S. Wainwnght), Leeds. 
‘Birkett, M. J. (D. A. Clarke), London. *David, C. P. (C. R. Daniel), Cardiff. 
Bleasdale, A. (C. F. Savage), Warrington. Davies, R. K. (W. E. Fordham), London. 
e o OF eatham), Warrington Dawson, C. W. (G. G, Jackson), Skipton. 

Bolto, D. Marshall), Manchester Day, M. J e H. Parkinson) icester 

on, Re H. E M. poe Preston. de Banzie, E. S. (E.D. D'Alton), London. 

B. (M. S. Walker), Bradford. e De Morgan, J. E. C. (A. D. Fincham), London, 
së Boe 8 W. G. (C. ha Newbridge, Mon. Denton, G. H. E. (A. R. T. Steele), Liverpool. 


* See also Certificates of Merit, above. 
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Denza, J. (e ee Rose), London. Hilis Ce (L. J. Culshaw), London. 
De Paron ch Wie icholas Waterhouse), London. Hindley, P. J. H. (W. E. R. Short), Liverpool. 
Dewdney, P. nce), London. Hobbs, J. P. C: ackson), Retford. 
Diamond L. a 6.1 pune), London. Hobson, J. M. F. (H. B. Vanstone eege 
Dockery, 0. j. kup), Newcastle upon Tyne. Hodges, M. T. J. (S. ` Fawcett), S 
Donovan, d SE B Me 8), London. KEN R. N. (H. Bash Posing Sheffield, 
ec J S; (G. N. Taylor), Newcastle upon Kee Holmes, J. H. (J. F. Chadwick), London, 
Dove, J J. R. a: unon Northampton. Holt, P. G. R. Watson), Birmingh 
Downton, J. R. G. Slack), Hull. Horne, j. S. (A. M. Stray), Lon Sa 
Dudley, P Se Wells) Leicester, Horner, J. H. (W. A. Lamerton), London. 
Dunbar, A. C. Ho A ait, y Manchester. Horton, P. = C. Moe Bath. 
Dunbar, AH MO St. Ives. Houchin, D. Clark), London. 
Dwyer, P, H. Go D. ah, Birmingham. House, M. M 3 . Bostock), London. 
Howling, dE D. T. Veal le), Leeds. 
Eades, C. W. E . B. Barron), Winchester. at SE Dag Rowe), Pontypridd. 
El Sahn, A. WEN . (A. C. Blake), London. N. Greene), Chester. 
Emerson, R. D. (T. C. Y. Hughes), London, Get R . B. Es Waite), Barrow-in-Furness. 
Etor, J. R. (W. C , Morgan), B Piymouth. Hunter, I. (T. H am), Wigan. 
Every, S. F. (D. a Cann), lerdoa: Hutchings, J. A. (C. Meds) London, 
Hyde, K. (F. J}. eee! 
Farbridge, N. B. (S. E. Clear), Bedford. Hymas, P Ai (J. B SCC Harrogate. 
Farrant, N. F. (W. Y. Thomson), London. Hyndson, P . (L. H. Norman), London. 
Faulder, R. D. N J. Ford), Maidstone. 
Fautley, J. B. (W. Waller), Southend-on-Sea ` Illingworth, D. Brown), Bradford. 
Fenwick, A. S. (J. D. Clark), London. 
Fernando, M. T. L. (S. J. bert), London, aore W F. B. Leithead), Sunderland. 
Flandere, J. B. (A. T. Mabe), Derby. santas R. J. ( ZU Kee London. 
Fletcher, D. F. (P. J. Madge), Southampton. eis i Green), London. 
Fletcher, T. A. C. (J. B. Burnie), Nottingham. , E A. (B. A. Coakeley), London. pe 
Flew, J. H. M. (E. H. Flew), London. 13% I. (H. Bloom), London. 
Flisher, (Miss) M. A. (E. Watts), London. emmett, C. C. W. ie A. Panen), Brighton. 
Flory, P. C. (å. G. B. Gunn), London. Jones, E. B E. B. (F. M. Hall), London. 
Fone, C, W. (R. B. Barker), London. ones, R. CC. D. Jones), ee 
Ford, I. H. (S. E. Worley), Eastbourne. Joynt, F. G. (J. Sharp), 
For, G. R. (B. R. Pollott), London. 
in, D. A. (H. B. Parker), Grimsb by. ae R. (A. H. Farquhar), London. 
in, W. A. R. (J. C. Fortune), West Hartlepool. Gu, D. (AC Falter) London, 
Fraser, R. ŒL Dowd), Liverpool. EE . P. (H. W. EEA London. 
French, C. E. M. DE H. W. W. Powell), London. Kent, F. C. Fred C. L. Randall), London. 
Frost, R. N. (H. Bowker), Sheffield King, M. P. (H. N. Wylie), London. 
Kingsley, W. (J. M. C. a London. 
Gale, D. H. (J. Maxwell), Manchester. Kitchen, & M. (L. Netherwood), Huddersfield. 
Garner, J. S. (F. A. Bell London. Kneller, G, (D. B. Platt), High Wycombe. 
Gedge, J. B. J. Vane), Birmingham. Knight, J. A. (R. W. C. Dunn), Birmingham. 
ene epee i GH G. $. Jackson), Bristol. . Krieger, J. (C. M. Luck-Hille), London: 
oddard, R, H. (F, E. Corbin), London. 
Godfrey, E. & (J. B. Corrin), Northampton. Ladevéze, Fa (K. R. R. Readhead), London, 
Goss, B, G. G. Thomas), Swansea. Laing, D. M. (R. Gronow), Wolverhampton. 
Gould, 7 d . C. Brown), Manchester. Lawton, T. (E. Thompson), Manchester. 
S. Fisher), London. Lax, W. H. (J. S. Harrison), Leeds. 
inl aay A. B. (R. C. Deith), London. Lay, B. W. (H. W. V. Pullan), London. 
-Grantham-Hill, R. P. (G. S. H Dicker), Great Yarmouth. Leigh, G. R. (P. S. Cooper), Liverpool, 
Gray, L N. (D. J. Moir), Birming ng, R. (W. E. W. Mitchell), Hastings. 
*Gray, R. (P. W. Mertens), London. vey, J So? O. Attlee), Dorking. 
Green, N. CG (D. A. Owen), Leamington Spa Levine, D D. Houseman), London. 
Greenall, J. (C. J. Vernon), Crewe. Lewis, B. (R. W. Lambeth), Cheltenham. 
Gr S. (A. Rainbow), Hou ett epee: Lewis, J. M. (D. A. Blake), Lon on. 

i W. B. (C. D. Bromhead), Plymouth. Lilley, A. P. (G. W. Plummer), Eastbourne. 
Griffiths, A, B. (F. Neatham), Warrington. Lindiey, D. W. B. (W. B. Lindley), Leeds. 
Grigg, D. (A. F. Jones), Worcester. Linthwaite, J. A. (J. L. Rose), Derby. 

SEN J. J. F. (W. N. Andrews), London. Lieweliyn, J. E. C. (R. H. Parsona), Eastbourne 

(Mi gd (F. W. Langley), Li d Lorie oe Bw) A Tot np Hal. 

Se M iss angley), Liverpool, ey, olden), 
Haas Ca Roberton) London. Lumsden, P. J. S. (W. E. Parker), London. 
Hamilton, I D a , Manchester. 
Hancock, I. C. W NOL Ge elena Birmingham. McAnulty, M. C. E H. Richardson), Derby. 
Hardcastle, A.J. (B. W. Brixey), London. McHugo, B. E. (J. F. Aitchison), London, 
EE R. W. kl F. Allan), Liverpool. . McKenzie, I. C H. How), London. 
Harris, C. D. (H. J. Burgess-Parker), Bristol. Main, P. R. (R. G. Main), London 
Harris, G ae di Morrison), Birmingham. l Maksud, G. (F. V. Sinden), London. 
Harria, M T. Hoffman), London. Manklow, I. G. (S. G. G. Ohly), Hove. 
art, j.G . T. (E. C. Maller, Hull. Mark, P. H. (W. S. Rainbow), Newcastle upon Tyne.. 

Hart, O. N. N. (N. B. Hart), Brigg. Mark, R. W. R. Heatherington), Newcastle upon Tyne. 
Hartley, (Miss E. (T. A. Cotterill), Birmingham. Marks, B. J. { . H. Buckle), Birmingham. 
Harwood, P. (J. Elliott), Manchester. Marquis, R. J. (H. V. Barham), London 
Hawkins, J. E. B. (S. Beacham), London. Martin, J. A. C. (H. A. Benson), London. 
Head, D A. E (N. W. Smith), London. SE J. (Œ. S. Russell), ee 

earn, M. T. R. Paramour), London, Mattock, J. (C. H. I. Chown), If 
Hellen, D. R. G S. Goddard), London. May, C. J. (W. T. Jones), , ee, 

emus, D. J. (A. E. Jacobs), Birmingham. Meaden, G. F. (W. W. j), London. 
Henderson, B. G. G W. Percival), London. *Mendelssohn, P. Q- F. T. angle) London. 
„Henson, B. A. V. (H. W. Elliott), London. Midgley, K. H. x D. Midgley), London. 

” Herring, J. F. (W. J. EE ndon. Millard, H. (1. C. SE London, 
Hickling, G. D illin ee uddersfigid. Miller, D. (E. C. Hobbs), Retferd. ° ër 
Dicks R. (T. D. ne ed). ndon. . e Miller, I. A. (V. M. Burton), Bedford. 
, GAB Ce J. B. Gardner), London. Mills, A. (C. L. Oliver), South Shields. .- 


* See also Certificates of Merit above. 
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E Smith), Manchester. 
oo G. Brookes), London. 
Taylor), Newcastle upon Tyne. 
. H. McKnight), London. 
ON. W. Bell), lington. 
D. (W. G. Denter), Bi 
. R. (E. A. ee 
General inancial Know 


A, Cohen) neon 


Mortimer, E A. (H. ee ottingham., 


G, T (P. G. Wenham), Condon. 
(W. Swinburne), Preston. (Plender Prizes for the 


E Law (Part I) and (Part II) papers. 


Nicholson, J. J. d J: Nigholgon , Derby. 


S. Etchells), Huddersfield. 


. 1, (E:S. 
. P. (R. B. Ogden), London. 
M, (C i 


. (C. H. Coxen), Bi 


irmingham. 
Osborne, P. H (C. 5. D Stoke-on-Trent. 


, S. A. Duthie), Carlisle. 
B, Murtland), Leeds. 


Owen, J. A. (L Scott), Hastings, 
Oxenham 


H. B. (E. P 


nQ; Caren Birmingham. 
Le A. Periton), London. 


Pa J. : C. Graham), London. 
Palim, R. G. (G. C. Buckley), Stockport. 
Palmer, J. B. (J. L. Merchant), London 
Parry, P. R. (F. L. Parry), London. 
Patterson, A. (S. V. Bye), Middlesbrough. 
Paul, J. R. (N. M , London. 
Pearson, G. Le Hanson), Manchester. 
ent ee E 
ettey, , (E. O 
Pettingell, P. J. P. . Gallant), Leeds 
Phillips, M. I. (J. n), London. 
Phillips, M. N. (G. D EE Cardiff. 
Pike, W. EL R. (J. B. Burnie), Nottingham 
n P. G. R. (V. A. Tudball), London. 
Pinder, C. CR. Davison), Cleckheaton. 
Pinder, G. (J. D. ne aon E 
innock, R. D. aE. , London. 
Pie (éi M. SÉ ondon. 
EN A. T. (Œ. C. SA irmingham. 
ttman, P, C. R. SN London, 
Plat, A A. P. G. (M. E. SCH ‘London. 
owter, L. W. (R. E Paan London. 
SL I. M. (W. E. Ri dedale), London. 
Pratten, C. F. (E. B. Bate), Bristol. 
PE E. (H. M. Geer London. 
Brice, E . F. (F. P. irmingham. l 
smali, P. A (A, I. Gë es), Bari ke. 
eeng RRG E Brennan), Lo ndon, 
r, M L. (T. M. Carniche), London. 
i ST A. (J. C. Howard), London. 
Ratcliff, J. C. (Œ. C. Mercer), Liverpool. 
Ravenscroft, A. P. (C. D Pearce), London. 
Rayner, M. (S. W. GEES London, 
Redgate, N. C. (H. W. Bonnelio), Nottingham. 
Reed, R. (G. S. Hall), London 
Rendel, C LN: G. Fox), Leicester., 
Renton, C (W.H. M dee Bradford. 


n, C. 
Rhenius, T. ve Lond on. 
A. 


(G. E. Morrish), London. 
A. S. Watkinson), Blackpool. 


Ri ie, D. A. T. (R. G. West), Banbury 
Ritchie, W. (H. L. Simpson), Gdderabeld: 


Roblin, L, F. 
Robson, D. G. 
Rose, C. G. I. (C. 


(J. R. Kilpatrick), Cardiff. 
. G. well Hull. 
G. W. Blathwayt), Bristol, 


Rose, D. A (A, Sadie), London 


Rose, J. G. 


Kelland), Sutton Coldfield. 


et 
Rudman, B. R. (P. M. Lowick), Bristol. 
Russell, J. A. (A. V. Page), London. 


Sadd, pR W. (A. K. , Fison), London. 


oar J: 


ankey, KE (G, 


A. P. M Duncan} London. 
B. Peirson), Coven 
E. J. W. (D. G. Gordon), Bee, 


R. G. SE Young), London. 


ham. 
ndon. (Plender Prize 
es od Cost Accounting 


ayaon), Liverpool. 


January 28th, 1956 ` 


Schofield, D. (E. W. de Preston. 


Seall, R. D. (A. P. Hughes), London. 
Seligman, D. L. (W. H Shears), London. 
Semple, Lc. (D. L. Combridge), London. 
hah, K. M. M. (A. N. Chapman), London. 
Sharpe, D. EF. (H. W. Norman), London. 
Shaw, L. P. (B. E. Pearcy), London. 
Shaw-Baker, M. (T. Hu seek Scarborough. 
Shiner, T. È. (R. Hall), , 


mu 
Be 
SE 
Ra 
“iP lech 


th, D. (K. M. lack), Matlock. 

Smith, D, H. G. Walton), Manchester. 
Smith, G ks Ke j Birmingh 

mi ; . T. Farmiloe), Birmingham. 
Smith, G. M. (D. C. Bee London. 
Smith, J. D. (B. F. Jukes), Brighton. 
Smith, K. P. R. E. Maci idyen), eee upon Tyne. 
Smith, R. G. a A. a man), London. 
Smith, R. H lucknett), London. 


: - Hanson), Jewabury. 

Stephenson, H. D. S talker), BS upon Tyne. 
Stephenson, R. N. H. A. ), Newcastle upon Tyne. 
Ste M.J a? Wiles teston), Londen. 

Stobie, ec) Newcastle upon Tyne. 

Stokes, BR GD . Hobson), London. 

eens, W. ON LR Ale Manchester. 


(A. Barron) L London. 
SE d, O. (K. R. Cork), London. 


Sutherland, D. A. (H. K. EE Manchester. 
Swabey, B. W. H. (T. G. Threlford); London, 
Swan, J. G. (E. N. Foster), Bri on. 
Swift, G. W. (J. A. Fairbotham), 
T P Sa C. J. Clark), Hove. 
Tattersall, D. N. (W. Dickinson), Blackburn 
Taylor, F, H. (W. H Bevan), London. 
Teacher, K. SE J. Blincow), London. 
Temple, R ee P. Goodrich), ape 
Tennant, D TE J. Fullerton), Leeds 
Thomas, B: K H. R. Marshall), Grimsby. 
Thomas, C. D. (J. H. Menn), London. 
Thomas, W. A. R. Gresty), Cardiff. 
Thompson, I. Ke M. Whitham), 
Thorne, M. H. Lë H. Cave), London 
ynne, J. F. (G. R. Porter), London. 
a eo ‘Ds. B Mee Manchester, e 
ins ; sborne), Birmingham. 
Toothill, D. A. G. C. Dawson), York. 
Train, P. B. (W. R. Holden), Hull. 
Tricker, R. I. G. R. Mead), Coventry. 
Turnbull, A. A. H. (G. Peake), Londoh K 
Tysoe, P. (J. D. Fletcher), Stockport. 


Uttley, R. D. O. G. Holcroft), Bacup. 


Varcoe, M. G. (C. W. Tyrrell), London. 
Veillard, B. E. (W. G. Campbell), London. 
Vertue, C. B. (©. T. H. Nicholson), London. 


Waine, R Sek C. heey a Liverpool. 


Walker, E (GD, ee Tondon 
Walsh, J. B. (D. H. Peed), London. 


L. Dunn), Nottingham. 
Warman, C. R. (R. S. Paterson), London. 

. P. (E. a Madeley), Birmingham. 
B. Watling), Bristol. 
Stevens), Penzance. 


3, London. 
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Wilkinson, R. B .-J. Corpe), Bristol. : Wolfe, N. I. H. (P: Roth), London. 
Williams, R. H. (L. V. Rain 1, London. Wood, A. J. (R. F. Sumner), London. 
Williamson, A. (B. Lovatt), Leicester. Wood, D L. (R. E. Wray), Colchester. 
Willis, C. J. P. (T. A. Morton), London. Woodford, G. A. (L. C. Simpson), Leicester. 
Wills, T, o C EE enzance. Wright, A. C. he Moore), London. 
Wilson, F. B. (F. Jeffery), Derby. Wright, B. C. g C. J. iy Hove. (The Frederick Wihinney 
Wilson, Pa (C. R Cilag Liverpool. ` Prize and the Plender Prize for the Advanced Accounting 
Winter, f S. (C. R. Culling), London. (Part gi Paper er.) 
. Fine), London. . Yates, J. R. S. (R. A. Thom , Tamworth. 
SE J. (N. Freeman), London. Young, H. J. (F. A. M.M À, London. 


452 Candidates passed. 496 Candidates failed. 


O. C. Railton Prixe for the year 1955. 
Lowe, James (Manchester). 
(May 1955 Final Examination). 


INTERMEDIATE EXAMINATION 
Held on November 22nd, 23rd and 24th, 1955 


Certificates of Merit with Prizes Awarded 


First Gertificate of Merit, the Institute Prize and the Stephens Prize (both shared with one other) and the Plender Prixe for the General 
Commercial Knowledge paper 
Anton, David (G. E. Tones), London. 


First Certificate of Merit, the Institute Prize and the Stephens Prize (both shared with one other) and the Frederick Whinney Prist 
Sapsed, Peter Charles (G. S. Fletcher), London. 


Third Certificate of Merit and the Tom Walton Prixe 
Way, Derek Harold (J. F. Allen), Crewe. 


Fourth E and the Flight-Lieutenant Dudley Hewitt D.P.C. Prize 
rmie, John David (D. A. Bayliss), London. 


Fourth Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper 
Noble, Francis Alexander (R. C. de Zouche), Liverpool. 


Sixth Certificate of Merit 
Delaunay, Francis Paul (F. Broadie), Manchester. 


Seventh Certificate o at Bi, Merit 
Donovan, Arthur Jamea (H. Darrell), Croydon. 
Griffin, Peter (D: A. Smith) Wolverhampton. 


Ninth Certificate of Merit and the Plender Prize for the Book-heeping and Accounts (Partnership) paper 
Young, Peter William (H. GE Croydon. 


Ninth Certificate of Meri 
Moss, Timothy Campbell (A. A. Beardsal), Grimsby. 


Eleventh ibs Ge of Merit 
Apple by, Poin Ed (C. N. Smellie), London, 
avies, Thomas (H. W. Syrena: London. 
Davison, nn Leslie Egner (A. W. Slee), Barnstaple. 
Hearn, John Robert . Davies), London. 


Fifteenth Certificate o Merit 
Joseph, Neville Anthony (G. Sorene), London. 
‘Tiafford, Kenneth Cyril Ronald GL Tonge), Oxford, 
Seventeenth Certificate of Merit 
: = 2 Baldwin, Barry Anthony (W. R. G. a London, 


iehteenth Certificate o 
Lawrence, Timothy Gordon Roland agi 1D Davis), London. 


Nineteenth Certificate of Merit 
Miles, Barry Hugh (M. C. Stothert), Bournemouth. 


Twentieth Certificate of Merit 
Bingham, Bruce Crewe W. Davidson), London. 


Twenty-first Certificate of Merit 
Holland, William Howard (C. M. Strachan), Hull. 
Lomax, Michael Richard Counsellor (E. Dutton), Chester. 


Twenty-third Certificate of Merit e 
Joy, Raymond (L. Hodgkinson), Bradford, 


‘Full Listlof Names of Successful Candidates 
(in alphabetical order) 


Abbott, J. d G. Sim ee *Appleby, D. E. (C. N. Smellie), London, 
Abbott, J. D. (C. A. 9), e EE | Archer, J. B. (A. Henderson), Middlesbrough. 
dam, C. L. I. (E. A. Mord eman), London. eens E. PE K. W. Oxley), Bradford, 
Adam, T. S. (B. J. M. Boys}, London. .S G. Spencer Ponore upon Tyne. 
Adby, D. (W. R. Young), Canterbury. pai G. , (T. L. Plewman), Leicester, (Plender Prize for the 
Amery, R. H. (R. C. Tousen), Birkenhead. and Accounts (Limited Companies 
Angers, B. M. ©. G. Bee), Preston. . 8 Atkinson, D. Bostock,} London. 
*Arton, D. (G. E. Jones), London. Austin, D. G. (J. K. Ashton), Chorley. SN 


* See algo Certificates of Merit above. 
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Ayres, J. A. (D. B. oa) London. 


Baddar, T. N. (E. S. Bedell), Manchester, 

Bah, O. B. (C. A, ondon, 

Bailey, A. R. (C. H. ing), London. 

Bailey, E. R. (D. R. Clack), London. 

Baily, C. R. Ng W. Loney Liverpool. 

Bain, N. C. (J. A. B. Jones), Swansea. 

Baker, J. E. SC Boden), London. 

Bakerman, (L. ad Liverpool. 
*Baldwin, B. A. (W. R Weaver), London. 


. J. Gulliford), Newport, -Isle of ment 
Banwell, T. C ; E Price), Bristol. 

Bardsley, 1. F. S 
Ba h B. . Black}, Chesterfield. 
Beriow, R. J. Oa Parker), Manchester. 


Barlow, T. M P. Major), Birmingham. 
Barnes, K. J. (J. W. Eckersley), Manchester: 


Beattie, J. R. rae W. Lowe), EE 
(R. D. Lea), Leicester. 
R, 


Beese, D. A. (C. R. Daniel), Cardiff. 

Bell, M. G. (H. Je Ser Newcastle upon Tyne. 
Benedict, P Goodier), London. 
Bennett, A. H. M. (E. Bostock), London. 
Beresford, M. A. S W. Foster), Chesterfield. 
Bevan, D. H. (B. Waters), London. 
Bickell, B. (K. W. G. Webb), London. 
Billingham, D. J. a W. Guest), Birmingham. 
*Bingham, B. C. W. Davidson), London 
Bingham, D, E. (A. R. Armstrong), Manchester. 
seria A. L. (5. SE Wolverhampton. 
Bland, T H ee 
Blech, N. Ee “London. 
Blight, D. S. (W. Armstrong), Consett. 
Bioss, D. D Metier, d London. 

Booth, E. (F. Hartley), Leed 

Bosu, A (C. H. te arte Tondon 
Bowesman, R (E. AS e 

oyt, M. T. erry), ester 
Bracken, P. Fa 


(Ww. J. Lawrence), Basingstoke. 
Bradley, P. A. (D. H. Peed), London. 

Bradley, W. C. (R. M. Backhouse), Birmingham. 
Bradman, E. A. (E. H. Ascher), London. 
Branch, F. D, attersall), Huddersfield. 
Brayshaw, M G. St. C. W 


Brereton, D. È re . E. Barrett), Manchester. 


Brierley, D. R. H. Bell), Manchester. 
Bright, C. F. (A. M. Edwardsa), Luton. 
Brodie, E. J N SCH oo London. 
Brown, C. he rne), Portsmouth. 
Brown, F. e e Gateshead. 

Brown, G. R. L. (C. B. Holland), London. 
Brown, M. (P. J. Seat ndon. 

Brown, M. J. R. (R. C. Methold), Worthing 
Brown, P. H. G, G, aE , Redhill. 
Brown, R. A. G. (W. C. Cull), Southampton. 


. B. Langford), Portsmouth. 
. F. Andrews), Bristol. 


td bo tr 
D 
H 
Ua 
— 


E. (W.A. T. Matheson), London. 
Burgess, D.C. A. Royle), London. 
Burrows, P. A. (F. Cook), Liverpool. 
Butler, M. H G. Ellis), No ham. 
Butler, T. A. (S. W. Smiles), London. 
Butson, M. G. (G. H. Fletcher), London. 
Butterworth, C. (T. W. Light), Warrington. 
ee sabe (C. L. SH South Shields. 

Carey-Wood, A, J. ( Miles), EEN 

Carney, M. eee posh o Sunderland. 
Carruthers rs, R. P. (P reene), Chester. 
Cas , B. B. Gi FinJay), London 
Cecil, C. D. oT L.K. Crowe), Weaton-super-Mare. 
Chanibers, C. L. (D. A eggs p London. 
Champion, M. J. g. S , London, 


sg Kee S. D. (H. B. Sacka), London. 


herley), Wolverhampton. 
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Cook, J 
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W, Gibson), London. 
K. Stott), Manchester. 


. (G. H. Fowler), Grimsby. 


F, Nash), Kettering. 
. B. Stretton), Freshwater, 


. M. (Sir R. Jennings), Sunderland. 
MOR Daves 


der ‘London. 


Re J. D. Gë a Bayliss), London. 


E Slough. 
Zë Coxen 


(W -o London 
W. Cox), -Nottingham 
Cross, W. J. (A. M SE 


Davison, B. G. 
B 


. F. Beecham), E 
. Rogers), No ham. 
Sea): Worthing, 


earns), Manchester. 
Ge Langford) Newport, Mon. 
(R. M. Patel), London. 

I. G. Stewart), Whitehaven. 


` Q: 


S 

C 

. G. Wilcox), Birmingham. 
R. Morris}, Bromsgrove. 


Davison, P ; 
*Davison, L. E. SCH W. Slee), Barnstaple. 


Day, N. E. N. (J. 


*Delaunay, F. P. 
ing, J. M, 


Knowles), Letchworth. 


ve eae anchester. 
u P. (E. H. Wingfield), London. 
Dixon, F. L. (S. 


E, 
Docker, D. B, (W. F. Hayward), Manchester. 
Dodd, A. VIe M, 


Doleman, J. F. 
Donnelly, J. i 


olverhampton. 
C. O. Skey), London. 
. Cullen), Leicester. 
G. Oliver), Birmi 


Darrell), Croydon. 


GDL J. Pinniger), Salisbury. 


evo y, M. J. ES H Mason), London. 


G. Dickinson), Doncaster. 


Druce, J. B. (W. T . W. Tickler}, London. 
Duckworth, E. S. A. Hodkinson); Preston. 

Dunbar, M. J. (S. H. Sharp), London. 

Egan, T. M. (D. B. Lawson), London. 

Eglesfield, B. Ay T. Salt), Birmingham. 

Elam, I. G. Q S. Rawlinson) Bradford. 
EERS HS (D. D R. Smith), London. . 
Elemen V. (R. B. OS London. 

Elam, N. M J. (J. R. Powell), London. 

Ellis, M. J.I. g; Newman), Brighton., 

Ellison, R. J. (G. F. -r ers), iverpool. 

Elphick, D. J. JJ. L. Guy), London. S 
Elphick, M. P. (B. W. 


Gey: London. 


Emby, A, Ge (R. J. Ford), Maidstone. 
Enticknap, GC (N. A. Tolputt), Guildford. 
eee - Mortlock), Grays. 

Rane P W. SC, Swansea. 
Farber, L. Se a ee 
Feiger, M (C. See To ndon, 

Feldman, S. L. (R. , Manchester. 


YBarsham) , London. 


Finlay, A. N. R, W. Pollock), London. 
Finn, L. I. (M. Apple), London. 

Fisher, D. R. (W. R. G . Weaver), London. 
Fitton, M. G. L. (J. S. Wortle ), Sheffield. 
Fossett, R. J. (N. H. Stubbs), London. 
Foster, E. L. (S. A. Gradwe , Manchester, 
Foster, G wä 


Gell, P. D. M 
Gerrard, J. M. 


* See also Certificates. of Merjt above. 


. F. Thornton), Barnstaple . 
Lo 


. M. Sayers), London. 


AM. OH. C. SE London. 


. Newton), Birmingham 
K. Pilling), Baton. 


ret 
D 
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Gethin-Jones, R. L. (J. M. Davis), eh Jackson, M. R. A, (E, Royce), Manchester. 
Gibbs, J. M. (T. L, erry), a oi Jervis, J. G. (H. TRS heffeld. 
Gibbs, N. g. E. R. Vellacott), London. ewsbury, D. (G. T Chamberlain), Leicester. 
Gilbert, B. L. (E. Lucas), Bedford. ohnston, F. B Ee Kidson), London 
Giles, D. R. ON. A. Wiseman), London. onah, E. S. g: . Robertson), London. 
Gillard, W. (F. P King), Birmingham, ones, A. EL 5. (W. A. Hughes), Live L 
Gilpin, P. F. (R. F ), B ham Jones, A. P. B. (C. W. Griffin), Cardiff Docks. 
, J. A. D. (B. C. Dixie), London oe S. (w: E Price), Bristol 
, A. J. (H. G. Martin), London. ones, G. (C. kes), Leicester. 
Goodale, P. T. (C. H. Travis), Manchester. p JN, A. Gë Mer London. 
Gooder, G, (M. T, Kendrick), Leeds. SEN R. (K. J. Dessauer). London. 
Goodhew, K. T. A. (W. H. Tarn), London. *Joy, R. (L. Hodgkinson), Bradford. 
Gordon, M. J. D. (J. D. D. Newton), London 
Gorman, T. (N. G. Reeves), London. Kanas, P. (I. M. e Manchester. 
Gorst, W. (T. J. Scott}, Lancaster. Kaye, 'E. S. (G. C. Henry), London. 
Goudge, C. W. (G. D. West), Liverpool. Keeler, B. R. (H. ql Patience), London. 
Graves, O. W. g . E. Harden), London, , Kennedy, J. E. (N. Dunn), Newcastle upon Tyne. 
Green, L. W. (C. Halpern), London. Kettle, B. E. C L. Fox), London. 
Grey, H. G. (A. E. Whitcomb), Luton. Khodeir, MOLI (I. C. Griffiths), Manchester. 
Griffin, H. (L. W. Farrow), London. Kiddle, A. D. (J. K. King), reg 8 
*Griffin, P. (D. A. Smith), Wolverhampton. > King, D. S. (L. King), Liverpoo 
Griffith, H. G. (D. D. Mathieson), London. Kinghorn, A. (K. B. liiton), Me reg 
Griffiths, D. H. os (L. J. Osmond), London. Kirkman, G. (J. N. Bullivant), Manchester. 
Grindell, P. N. (K. L. Young), London. Kitson, J. T. (E. Sue Leeds. 
Grove, P. H. r R. Coomber), London. ` Knight, D. M. (L interton), London. 
Guest, D. T. (B. J. Flint), Wolverhampton. 
Gurney, F. M. (R. Parker), Manchester. Ladds, C. 5. (J. 5. E Se London. 
Lane, L e? (CH S e London. 
Hamilton, R. G. (A. H. McRobert), Leeds. ege de e Jones), Londen. e 
Hamper, R. G. (W. E. Gillespie), London. Langrish, C a A. Solly), London. 
Handley, N. A. T Spurway), ole Petar Latham, GA E. Spi cer), London. 
Harding, K. A. (W. CG Antrobus), London. Latif, A. A. Gt . Schofield), London. 
Hargreaves, F _ Roberts), Blackburn. Lattey, D. B. T. (W. E. Parker), London. 
Harrison, A. C. (W. H . Smith), Sunderland. Laurie, D. L. E J. Glass), Liverpool. 
Harrison, A. G. CT, $. Powell), Ee *Lawrence, T. G. R. (B. J. Davis), London 
Harrison, C. J. (È. T. Shepherd), C Leach, R. J. J. R 2 Ipswich. 
Harrison, G. A. D Mearns), London. Leckie, W. G W. Clement), London. 
Harrison, J. (G Murray), Manchester dger, C. 5 Woolley), Manch 
Harsant, R. P. (V. Keen); London. Leighton, H. G. M E. M. Harbottle), Bristol 
Haussmann, A. K. (L. J. Bussey), London. Levene, M. H. (J. M. Walker), London 
Hearn, J. R. (H V. Davies), London. : Levison, J. P Shulman), Edgware. 
Henderson, I. R. (W. J. ee e ` Levy, A. L. (H. Blank), London. ` 
Hetherington, I. J. (D. B. Buick), London. Lewis, P. H. (T. A. Aiziewood), Liverpool. 
Hewitt, C. W. T: (G.F F, Sidaway), Blackheath, Staffs, . Libovitz, D. A. (P. L. Neild), London 
Hewitt, D. S. Graves), Liverpool. Limond, C. A. (J. F. Warren), London 
Hewitt, J. H. KR T, Walters), London. Linnell, P R. J. B. eae Northampton. 
Heater, D. E. (A. S. Ronen), Newton Abbot. Littlewood, (Miss) P. M. (W. A. Davies), London. 
Heywood, G. AG. Hey), Pontefract. Lloyd, R. W. H. W. Wilson), London. 
Highton, D. (C. H. Sharp), Oldham. *Lomax, M. R. ee E. Dutton), Chester. 
ills, J. W. (J. F. Aitchison), London. Long, C. J. ie), Newcastle upon Tyne. 
Hinton, M. H. OC GE London. Lor A. C. (B. B; Marib), Liverpool. 
Hipps, P. A. GC L. Davies), Leeds Lowe, W. I. (P. T. Neal , Birmingham. 
Hobday, R. O. (R. G. Scott), London. Lownds, G. J. . Holman), London. 
Hockenhull, J. (D. B. Dawes), Manchester. Leutchford, I. G. (J. W. Burnell), London. 
Hodgkinson? F. G. (E. W. Wells,), Preston. Lyon, H. (T. J. Harrison), Liverpool. 
Hodgson, P. H. (C. W. Raw), London. d Lyon, M. G. (J. C. MacGregor), Liverpool 
gael od, W. E C, Jackson), Le London. e Lyons, B. H. (A. N. Emanuel), London. 
olland, 2 Strachan), Hull. S 
Holloway, I. W. (C. Boase), Liverpool. McArthur, J. F. (R. O. ee out) London. 
Holton, D. S. G. DI ase Liverpool. McCardell, R. G. (A. Grierson), Manchester. 
Honey, D. C. (E. Py yW. Hodgson), Plymouth. ; McCarthy, J. B. (H. C. Dyson), Liverpool, 
Hornbrook, P. W H. Mason), London. McCue, F. W. (F. D. Morris), London, 
Home, K J- 0. P Diren, Ipswich: McDonnell, R. A. (5. A. Lord), London. 
Horner, M. W. wee R. Armstrong), Manchester. _McGilvray, R. H. (A. J oly), Ove: 
Hornsby, R. P. A. (H. S. Widgery), Hereford. McHugh, D. R. H. Altman), Sheffield 
Horsfall, D. C. (G. Hamon ed Mec ane A. (S. Marsh), St. Helens 
Horsheld, M. A. (1. (Garton Ach), London: McNally, T. J. G. H. GA London, 
Houghton, G. A. (H. Tuckey), Birmingham. Magee, L. F. (R. H. Jenkins), London. 
Howard, J. A. (C. R. Gaulter), Blackpool. Maa TAL ee Stoke-on-Trent, 
Howe, W. W. (A. W. Heselton), Bradford. Manford, J. (J. L Tright), Oswestry. 
Hubbard, P. J. S. „G, P. Stevens), London. Mann, R. D. (W. H. Land), London. 
Hubbold, C. E. D. Jeffries), Walsall. , _ Mansbridge, R. L. (J. M. Davie), Canterbury. 
Hudston, J. B. (F. Sal Redfern). Derby. Mansfield, B. D. F. (B. A. Ma ), London. 
_ Hully, D. H. (S. A Middleton), Newcastle upon Tyne. _ Marchant, L. P. raen ndon. 
Humphreys, J. B. (T. O. Brennan), London. Marriott, P. (R. W. run effield. 
Hunter, J. (R. Hunter), London: Marshall, K, R. P. (A. H. Marshall), London. 
‘Hunton, MIT ~ EE . Harvey), Liverpool. Meee e iech Ee 
ason, G. (J. S. Sutton), Birmin 
Hurley, R. L. (W. H. Bowles), London. Mathison, J. A. (H. Reynolds), London. 
Iliff, A. (A. R eg Birmin Matthews, J. G. (R. B, Wickenden), Coventry. 
Imp ,M. H zl, a e e Matthews, R. G. (A. E. dee London, 
Ingleb ; D. © Ti d EE Mayers, P. G. (T. F. Holman), Bi 
inns, ow W, Gatenby), London. Meek, J. E. on-Davies), Oxford i 
Inwood, K. F. H. (S. E. Moss), East Molesey. Mellor, P. G. (H. G. Mack), London’ 
Mendel, P. B. atc Brandes), London. 
Jackson, G. H. (J. C. Brown), Manchester. *Miles, B. H. C. Stothert), Bournemouth. 


* See also Certificates of Merit e 


104 THE ACCOUNTANT : January 28th, 1956 | 


Miller, G. (A. 5, sw: London. Russell, P ek (S. G. Sillem), London. 
Milliken-Smith, P. R. (A. L. Kee > London. Rutland, P . C. (E. S. Parsona), Croydon. 
Mirza, N. S. Es B. Costello), Lo > 
Mitcha, A. D (M. Hal), diminscer Salem, M. K. M. (C. L. Walker), London. 
Moffat, F. J. (T. G. Wood) Manchester. Salmon, I. S. Œ. J. R. May), London. 
Moore, C. J. (F. L. Moore), London. Sammons, H. A. (Ww. H. Bevan), London. 
Meore, G. W. (S. D. Moore), Hull. San, M. F. (I. O. MacLeod), Birmingham. 
Moore, W. J. D G. Lambard), London. Sandison, J. S. (D. R. Hindle), London. 
Morecombe, W. A. T. (H. L. Layton), London. *Sapsed, P. C. (G. S. Fletcher, London. 
oss, T. C. (A. A. Beardsall), Grimaby. Saunders, M. E. CA. Arnold), Hove. 
Moyse, G. S. (C. L. Fielden), Coichester. Sieg d R. (B. Franklin), London. 
urdoch, R. A. (J. Perfect), London. Sa C. E. V. ES R. P. 00t), London. 
S ofeld, J. A. ie ee Leeds. 
Nagati, K. A. H. (Q. B. Yearsley), Manchester. Schooling, R. F. (G Dillon), London. 
Nash, C. C. (J. E. H. Beresford), London. Scott, K. (T. A. e London. 
Neate, W. R. g A. Snelling), London. Scott, P. Œ Midgley, B Bradford. 
Neumann, B. W. (B. E. Pearcy), London. Scrutton, A. Goddard), London. (Plender Prize for 
Neville, R. A. G. E, E. C. Hartnell), London. the Auditing a 
Newth, J. T. (D. E. F. Green), Luton. Self, J. (M. E. P. Morgan), London, 
Niddrie, R. C. (M Bound Southampton. Selig, SC (R. E. Bolton), Newcastle upon Tyne. 
Nightingale, T kersley), Manchester. Shaw, D. B. (H. Battye), Sheffield. 
Nixson, Y. A (J. d Platfond) London. Shaw, ds J. St. C. aur W. E. Ee Manchester. 
, H. E. (R. L. B. Guettier}, London. Shaw, M. C. (H. E. Hann), London. 
*Noble, F. A. C. de Zouche), riverpool. Shedel, B. E. (E. O. Frank), London. 
Norman, M. R. (H. C. Castle), Birmingham. Shew, J. A (J. W. Morrell), London. 
North, J. H. (H. S. King), London. Shipley, R. J. (H. G. Gray), Nottingham. 
Shipley, 'T. V. (T. Bourne), Burton-on-Trent. 
O'Donnell, A. a . Cook), SE Shore, K. (J. Hazlitt), Manchester. r 
Olsen, L. N. G eh G. Hurs , Liverpool. Siddons, A. H. (C. R. Branson), Rotherham. 
Owen, R. W. (ŒL F. Ware), 1 ndon, Sidwell, A. J. (C. H, Dew), e Spa. 
Simler, Kei J. (A. Jacobs), London. 
Page, M. L. (R. R. Dewing), Norwich. Simons, M. E. (M. Fenton), London. 
Pam, À. M Durman), London. Simpson, G, V. VW P. Matthews), London. 
Palmer, E a EK T Lacey), SC St. Edmunds. Simpson, E a H, B. C. omn), London. 
Palmer, S as Sinclair, H coe Sadie), London. 
Pais Gi G, Morons, London. Sinden, P. J. E T. Hills), London. 
Parkinson, K. (B. Hirst), Disa Singh, R. (C. B. Jne), London. 
Pasha, AM. Y. (M. D. Green), London. Slaney, G. d . (D. G. Roberts), London. 
Patel, H. D. . Civval), London. Slater, H. B. (W. E Burnley. 
Pater, J. . 8. Fletcher), Salisbury. Slater, M. H. (N. G. Willis), ee 
Patterson, G. B. ae E. Wilding), London. Sloan, J. F. (F. R. Strover), London. 
Patterson, Ja R. S. (G. Woolfe), Manchester. Smith, A. g. E. Boler), Sheffield. 
Pearce, E. T. (H. S. Hardwick), London. Smith, B. - E. Forsdike), Sheffield. 
Pearce, W. M. (E. G. ee Manchester. Smith, B. E. J. (D. Swain), jirmingham. 
Pearl, B. I. (R. G, W. Pengelly), KEE Smith, L. D. A H. d ayson), London. 
Pearson, B. (W. mae ee Kei Southern, P. C. B. KS G. inall), Blackpool. 
Peat, W. D. H. (P. S. Taylor), EEN Spire, P. J. R. (W. E. Carnelly), London. 
Pendock, S. B. (F. T, Wright}, London. Spirit, W. (S: A. Middleton), Newcastle upon Tyne. 
Pendrill, R. Oe A. Masters) ndon. Spofforth, J. D. (F. J. p Gardner), London. 
Phipps, T . Fish), London. Spottiswood, J. A. (W. I. Livesey), St. Helens. 
Pike, ee (J. incent), London. Spurdle, M. W. F. (R. W. Metcalf), London. 
Pike, R G. (C. LS Chappell), Bournemouth. Srivichit, T. (G. Grayrigge), London. 
Pimlott, K. G. (G. T. Bridg e), Manchester. Stacey, EN a N.M Meer. Cambridge. 
Platt, R (8 C. Lloyd), ere l S ; J. (E. E. Bo Seat London. 
Potts, H. M. (J. Sharp}, lisle S eld, R. A. (W. G. S). Dewsbury, ° 
Powell, G. E. ŒL W. V. Lodge), London Stanley, P. H. A. (S. K. Tubbs), London. 
Pratt, C. R. Port , Banbury. Stansfield, J. P Die Ge ue 
Price, A. K. (T. G. }, London. Steed, A. J. (B. egarty), Lo 
Price, A. N. (H. S. G. Isitt), London. Stenham, A. W. P. Lë D. MMN), London. 
Price, T. A. A. R. Avens), Portsmouth. Stephenson, B. (E. Hodgkinson), Accrington. 
Priestley, K. (S. Sutcliffe), Halifax. Stevenson, J. BN, V. Collins), London. 
7 M. (P. S. Tanswell), Twickenham. Stewart, R. H (T. H. SC Manchester, 
p Stiles, J. S, (H. N. Greene), Enfiel 
Quinton, B. P. (J. A. Adams), London. `. Stoddard, E. J. (H. Poole), Newcastle, Stafis. 
Strange, T. L. (A. B. yk oe Manchester. 
Ravenhall, B. KE: D. Harris), Coventry. Stribling, D. M. (F. West), Plymouth. 
Rea, P. B. (J. G. A. Ellis), Portsmouth. Stronach, T. D. (A. Bell), Newcastle upon Tyne 
Reddy, R. E. (N. W. Peeling), Manchester. Strutt, R. A. (L J. L. I. Judson), London 
EE (Mias) J. (G. Lonsdale), London. (Plender Prize for Sunley, J. E. (J. D. praise London. 
the Book-keeping and Accounts (Executorship) paper). Sutton, (Mias) K. J. (B. H. Hawkins), Liverpool. 
Reed, B. A. D. {G F. Jewers}, Plymouth wan, N. E. B. (A. D. Wardie), London 
Reeves, D (G. C. Calder), bondon. SE I: C nD) St. Albans. 
Reid, T (W. B. i. Holt}, London. Sykes, (H. W. P. Johnson), Darlington. 
Renshall, R: A W g. A. Appleton), Liverpool. 
Renton, H. S. (B. A. Clark), London. Taft, P. A. (E. N. Peen , Derby. 
Reynolds, D. R. (A. I. Wyborn), London. Tanner, M. L. J. (L. Blackie), London. 
Richardson, M. J. (ŒŒ. J. Furniss), London, Tapparo, D. G. (P. P. Barber), Birmingham. 
Ripley, O. (E. Mitchell), Chesterfield. Taylor, A. D. oe Collins), Bournemouth. 
Rivett, D. G. (R. H. MacIntyre), London. Taylor, D. H. (J. C. Fortune), West Hartlepool. 
Roberts, B. J. (C. E. Hampton), Birmingham. Thomas, A. R. (P. A. Bayliss), London. 
Robins, P. A. (G. B. Robina), Hull Thornaa, G. O. (F. We Liverpool, 
Robinson, D. E. CT A. Morton), London. Thomas, R. E. es Pegs 3, London. 
Robson, A. P. (G. . Couch), Ruisli p. Thompson, A. C. (S. M. Caldwell) GENEE ° 
Rowe, P. J. (L. V. Mill , London. Tod, A. N. (K. H. Mackenzie), Live 
Rowland, D. G. fe: S. | olkinghorne), Chelmsford. ° Todd, M. J. Q. B. Nicholson), High e 
Rowland, R. L. H. C. Amies), London Tomlinson, A. P. (C. N. Smellie), London. 


* See also Certificates of Met above. 
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Tonks, P. H (K. Duncan), 

Tooms, D. R (F. St. J. SC Së 

‘Toperoff, (Miss) F. J. (T an), reueg upon Tyne. 
‘Townson, AGS T. Cheetham), Oldh 

*Trafford, K. C. R. (H. oe Oxford. ` 

Trapnell, AR. (P. S. Cooper}, Liverpool. 

Treanor, J. D. S. (I. = apura London. 

Trepte, P. N. (C. J. Jeffries), London. 

Truman, H. E oe ve . Truman), London. 

Tucker, D. A. ( P. H. Smith), Exeter. 


Turner, D. A. J. (I. M. Macdonald), London. 
Unsworth, D. (W. T. Buxton), Bury. 
Urmson, R DR. (J. E. Sharman), Bolton. 


M iss) C. R. (N. M. Cohen), London. 
ar , London. 


d ge arris Weste 
Varley, B, (M. D. Wilson 


,H 
Vincent, P, J. C. (C. H, SE London. 


Vowles, H. G. K. (H. A. Manning), London. 


Valier-Grossmann, 


Waddin . R. (W. Taylor), Burnley. 

Wade, R. L. C.L L. Hamer), Middlesbrough. 
Waghorn, B. J. (E. Humphrey), London. 
Wainwright, . (FE. Merryweather), Manchester. 
Walsh, F. (E. C. Smith), Manchester. 

Waltzer, L. (H. Prevezer}, London. 

Warburton, G. (C. D. Britten , Manchester. 
Ward, E. E L. McAndrew), ewcastle upon Tyne. 
Wasdell, D, C., (J. A. Greenacre), Birmingham. l 


Watch, C. (E. Ro Keg Manchester. 

Waterson, B. D. E. Campbell), Manchester. 
Watson, M. J. (E. Ni ni Huddersfield. 
*Way, D. ae J. F. Allen), Crewe. 

Weaver, D. E. (R. E. ray), Colchester. 


&77 Candidates passed. 
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Webb, P. G. (P. J 
Webber, F. E. R. C. 
Webster, J. (D. Webster) 
Weeks, G. P 
Western, M. I. 
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SGN facie London. 
ethold), Worthing. 
London 
P. (W. E. Roe), Se Mon. 
. N. Bancroft), London. 


Wheeldon NOLL. Hague), Blackpool. 


Woof, R. W. 
Wreford, i KE, (W. 
Wren, A. E. (N. G. Reeves), 
Yeoward, P. Y Puao i Live 


*Young, P. W 
Young, R. (P. Gardner}, 


Ai (K. Davison), Checkheaton. 
. M. Burton), Bedford. 
ang RA 


, London. 
I. Orford), aan 


. D., C. de S. (A. e C. Oddie), Bristol. 
: Spiro) , London. 

„Luckin), E 

5. Critchl h ee 


. Knowles), Winchester. 


(E. 
M.J. (I. Willoughby), Bradford. 
(A H. 
. A. (L. 
S 


Walker), Liverpool. 
Hickson), Hull. 
(R. C. Copeman), Hull. 
Ke Baker), London. 

M. Walker), London. 


, CG. Westmore), Colne. 
. Pit zez) London, 
C. Brooke , Blackpool. 
I. M. Woolf), London. 
E. Johnson), London. e 
Elles-Hill), London. 
ondon. 


ool. 
roydon. 
e upon Tyne. 


Zatman, M. S. (A. G. Arnfield), Manchester. 
* See also Certificates of Merit above. 


587 Candidates failed. 


PRELIMINARY EXAMINATION 
Held on November 15th, 16th, 17th and 18th, 1955 


(in alphabetical order) 
Ainley, D. H., Bradford Ireland, M. T., Solihull 
Benson, R. J. S., Alveratoke Ka M. W., Leicester 
Bishop, C. Ð., St. Leonards-on-Sea Kershaw, D. E., Manchester 
Blackwell, C. P. G., London 
Langley, D. T., Stroud 
Cavaciuti, wi Crosskeys, Mon. Longe, N., Broadstairs 
Creed, J. M., Upton, Cheshire 
4 Mackie, A J., Hounslow 
Gairdner, J. A. C., Marlborough Muggison, C. S., Leicester 
Groves-Raines, M. R. G., Enniskillen, N.I. 
Neill, (Miss) D. M. K., Reigate 
Hewkins, R. W., Kenley Nicholas, J. M., Marsela 


Ingham, R. W., Arundel 
32 Candidates passed. 


Plumridge, B. H., High Wycombe 


Full List of Names of Successful Candidates 


Ratnayake, S., London 


Smelt, P. A, Huddersfield 
Smith, A. E. Salferd ' 
Steggall, C C. Ò. T., Leigh-on-Sea 


Stevenson, D. Manchester 
Taylor, M. J. G., Elstree 
Thomas, P W., Wembley Park 


Trivedi, A D. S., 
Watson, R. S., Salford 


ndon 


64 Candidates failed. 


Deloitte Prize for the year 1955 
Willings, Malcolm Robert Thomson (Wembley) (May 1955 Preliminary Examination). 


Summary of Results 


Candidates Successful 
j Candidates Failed . 


Candidates Sat 





Final Intermediate Preliminary Total 
452 577 32 . 1,061 
496 587 64 e 1,147 
) 948 | 1,164 96 2,208 = 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 7 : 
RESULTS OF EXAMINATIONS HELD IN NOVEMBER 1955 


FINAL EXAMINATION Parts I and IL 


Honours Candidates (4) 


First Certificate of Merit and First Prize Coventry 
Girling, Norman (with Cassleton Elliott & Co.), Whitehead, R. F. (with Norman Cooke & Col, 
Lagos, Nigeria. Derby 


Clift, D. J. (with Bocock, Jeffery & Co.). 
Second Certificate of Merit and Second Prixe D 
Edwards, Norman John, B.A. (with Hill, Vellacott & Co.), Hill i e Walter Dawson & Son). 


ndon. 
° Third Certificate of Merit and Third Prize , B. gare J. B. Bolton), 


Martin, Peter Leverton (with Prior & Palmer), Dublin 
Nottingham. Connolly, N. P. (with Gerald J. Moo 
Crowley: T. P., B.A., B.Com. ore Col, 
. Duggan, M. F. F., B.Com. hei ag 
Fourth Certificate af Merit ier, SS Ge raig, Sortie 
McCredie, Alan Robert (City Treasurer’s Department), yea, C. Cr. (WI per enny), 
tcl ) ` Healy, L. P, (with R. P. J. Smyth & w 

Me F, is with Purnell, ort, Bee & Co.). 

Begs ek , P., B.A. (with Nisl A 


ccrington 

Hedgeon, G. W. (with P. F. Pierce & Co.). Dunfermli 

Barnsley ere o M. (with James Condice & Co.). 
James, H. (with Hart, Moss, Copley & Co.). Edinburgh 

| Sutherland, A. (City Chamberlain’s Department). 


Bath 
Wilks, F. R. (with Hem, Jackson & Brown). Exeter 
Griffin, P. S. (with W. W. Beer, Aplin & Co.). 


Të? 
SE R. B. (with Martin Shaw, Leslie & Shaw Folkestone l 
Shaw, F eth TL V. Kirk, Palmer & Col Davies, A. J. F. (with Geo. H. Chapman & Co.). 
SE , Glasgow : 
abe ar ER ek Russell, Durie Kerr Watson & Co. A. Mel auci , with ch Wa H Jack S 2). & Co.). 
Hale, D A SE Poppleton & Appleby). P uchlan, ZS Bor eee 
RRR th E G Gompertz, Evans & Mason). erry, C. K. ‘with Rollan omphrey). ý 
; WË Howard Smith, Thompson & Co.). Coole 
Trew J. J. (with Greenhill, Pate & Co.). | Feavearyear, T. H. (with G. W; Townend & Co.). 
Bombay - ; eer Grimsby . 
Wankadia, K. V., B.Com, (with S. D Billimoria & Co.). Walden, K. (with Skaith, Beeson & Co.), 
Bradford Hemel Hempstead 
Walton, D. (with Armitage & Norton). Johnaon, K. J. (with Hillier, Hopkins & Co.). 
Burnley Huddersfield . 
Crabtree, B. with J. H. Worsley). Howarth, R. (with Kaye & Wood). 
Hackett, D (with Rawlinson, Hargreaves, Smith & Wood). Hull 
Bury St. Edmunds Pattison, D, G. with R. E. Moss & Co.). 
Fulcher, M. D. (with Oliver Lusher & Co.). Richardson, G. Us Tranmer, Raine & Jarratt). 
: a Kendal 
Cambridge ; : Chadwick, M. W. (with Lowe & Whitwell). 
Tutty, A. R. (with Slater, Dominy & Swann), Garde. J. F, Wie? H. Stables). ) 
Cardiff Kilmarnock 
ee Ce Wee HL C. popan. Robertson, J. R. (Town Chamberlain’s Department), 
Evans, M. T., B.Sc. a (with h Alban & Lamb). imsion-anens Thama 
one ae Goth Dara Mergen & Co,). gas Se C. D. (with Graves, Pond & Co.), 
ggs, wi orris 
Tear, E. R, (Audit Department, C.W.S.). Leeds 
- Coggings, J. (with Whinney, Smith & Whinney). e 
Chester Cooper, D. (with Beevers & Ad Adgie). 
id Srey E ee ee ee a Hepes ae. an], Sochall & Coo. 
ES = Hartley, P. K. (wi Sochall & Co.) 
Cork Miler, D. (with Starkie & Naylor). 


Lambkin, F. P., B.Com. (with C. P. McCarthy, Daly & Co.). Parkin, P. D; (with Scott, Firth & Shaw). 
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Leicester 
Hali, EE kes & Co.). 
F. W. E 


Was DR (with Watson & Tebbet). 
R. wich Hopps & Bankart). 


Lincoin 
Leigh, K, B. (with J. S. Streets & Co.). 
Skinner, J. (with J. Nicholson & Co.). 


J. (with Satterthwaite & Pomi 
SL (formerly with ae ohn Airey & Co 
E. Dolby & Son). 
Si Blease & Sons). 


(with Duncan, Watson & Short). 


London 
Aries, D. J. (with Holden, Howard & Co.). 
Baker, E. A. (Port of London Authority). 
Bennett, L. J. (with Singleton, Fabian & Co.). 
Bingham, R. B. (with Lord, Foster & Co.). 
ar A. G. . (formerly with Edward Myers, Clark & 


A 
SE R. n (with Hodgson, Harris & Co.). 
Bowyer, R. F. (with Painter, Mayne & Walker). 
Carpe A A. L. ite Chalmers, Wade & Co.). 
ter, R. J. (with Creasey, Son & Wickenden). 
R. H. (with Pridie, Brewster & Gold). 


Ga F. G. (with Tansley Witt & Co.). 
Chalk, J. L. Geen Allan, Charlesworth & Co.). 
Charity, M. GE Deloitte, Plender, Griffiths & Co.}. 
Chaston, P. H. (with Peat, Marwick, Mitchell & Co.). 
Collins, L. H. (with Hogg , Bullimore & Co.). 
Copeland, J. S. (with ton Golden & Co.). 
oer = Sec Ms , Price & Goodyear). 

per Brothers & Co.). 


unkerton, H dee? Price Waterhouse & Co, K 
Geral Kë with Charles Wakeling & Col, 
G. (with Deloitte, Plender, Griff s & Co. ). 
Gm, D, T. (with Baker, Sutton & Co.). 

E G. (with Barton, Mayhew & bo), 
Halse, M. N. J. (with Cassleton Elliott & Co.). 
Hartley, SE with Jones, Roas, Baa tay a & E I 
Hayden, K. F. (with Viney, Price & Goo GE 
Hedges, J. B. (with Deloitte sega Ng the & Co. 5 
Hopes, C. B. (with Brown, Peet & T 


ord, D. 
deen IN Walter TL H. Wilsher). 
D. (with Crew, Turnbull & Co.). 
A., B.A. (with Deloitte, ees E fe Co.). 
Lloyd, SR (with Daniel Mahony, ee Co.). 
Macdonal J. K. (with Muir, Moody & 
Weiter 


Moercraft, R. G. (with | Wilson, Davis 
Mortimer, A. B. (with SG pat a & reels): 
Norden, CG R. (with & Co.). 


deities Duck, ansfield / 
Parks, S. W. (with S BS ed & Pegler). 
Payne, J. E. "(with ag ER 
Potter, G. O. (with a Ys reen & Co.). 


. (with H. A. Parfitt & Co J 
Rubíenski, W. A. (with J. H. Champness, Corderoy, Beesley 


& Col 

“Rush, A. C. (J. Dix Lewis, Caesar, Duncan & Col 
Russe “ll, P. S. (with Blakemore, Elgar & Cop 

Scoones, R E. n Morison, Rutherford & Co.), 
Shadrake, weer . (with Bromhead, Foster & Col 

Sheara, W. C . (with Creasey, Son & Wickenden). ‘ 





No 


Plymouth i e 
e Stark, D. J. (with A. J. Northcott, Lyddon & Col, 
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Simpson, D., B. Com. (with Spicer & Pegler). 

Smith, R. J. ‘(with Peat, Marwick, Mitchell & Col 
Sparkes, D. A. W. Sas atl with Lawrence Fink & Co.). 
Stickland, A. F. (with Bernard s & Co.). 

Stokes, A, F. (with Dixon, Wilso af & Gillett). 
Taylor, J. E. (with Frank A. Cooper & & Co.). 

Thompson, F. E. (with J. E. Denney, Bogle & Co.). 
Thorpe, R. H. (with Spiro, Sargant & Col, 

Titmarsh, A..J. (with Deloi lender, Griffiths & Co.,). 
LN area A . (with “bert Ail reford & Co.). 


`). 
of Friendly Societies), 
elland, J. Che Deloitte, GC Griffiths & Co.). 
Westbrook, D. E. (with Elles, Reeve & Co.). 
Wise, J. (with Nyman Libson & Co.). 


ough 
EEN J. (with Herbert Godkin & Co.). 


Luton 
Brown, P, G. (with Godfrey, Laws & Co.). 


Parrott, B. M. (with Godfrey, Laws & Co.). 


Manches 


Holmes S (with KSE 
Lamb, T, with Alfred Nixon, Son & Tumer). 
. (with John H. a 


Stone, H Í. (with Knowles, He 
Wyatt, W.L ., BA (con) ered Ne Nixon, Son & Turner). 


Middles 


Heap, J pf W. (vith C. Percy Barrowcliff & Co.). 
Peat, Marwick, Mitchell & Co.). 
Yorke coin ‘wich George C. Wilkinson & Co.). 


New Barnet 


Hease, J. R. (Deputy Treasurer, East Barnet U.D.C.). 


Newbury 


Dodridge, D. O. (with James & Cowper). 


Na Mon 


Found, D. W. A. (with Lucian J. Brown & Notley). 
Kimpton, A. S. (with Kimpton, Holland & Co.). 


James, W. J. (with James Christie & Co.). 


orwich 
Garner, D. R. (with Harper-Smith, Moore & Col 


Bailey, R. W. (with Boaler, Flint & Hurt). 

Baston, L. A. J. (with F, C R. Moule). 

Beasley, } M. C., a eer Department) 
Brown, R , (with Peat, Mitchell & Co 

Hartwell, W. E. F. (with T TW Morton & Son). 
Hazard, R. T. (with Carlisle, RA Co.). 

North, B. S. (with Burrows & da 

Northfield, E. J. (with H. G. Ellis, Kennewell & Col 
Wakefield, id, J. B.A. (City Treasurer's E 
Young, D (with Stanley Wallis & Co.). 


thingham i 
Archer, E. C. E Mellors, Basden & Mellors). 


Pai 
Penis: M. J. (with Bishop, Fleming & Co.). 


ortsmouth 
England, H. (with J. V. Couzens). 
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Rochdale 
Whitaker, H. (County Borough Treasurer's Department). 


St. Albans 4 
Garrett, J. (with Rance & Duncombe). 
Sheffield 
Beasley, D. ee GE Poppleton & A ee 
Cartledge, D. (with 


. Hawson Ry 
Choppin J. (with Coe Brothers & Co.) 

ARL (with Cooper Brothers & Co. b 
GC Ges Kirkman, Manning & Kay). 
Robinson, K. (with John Watson, Sons & Wheatcroft). 
EE e C. (with W. G. Hawson: Wing & Co.). 

ilkinson, L. Au B.A. (with Wells, Richardson & Co.). 


Shrewsbury 
Leader, K E. (with Harper, Kent & Kaes 
Parker, E. W. (with Harper, Kent & Wheeler 


Site 
e T.J. eae with McNutt, McLarnon & Hamilton). 


Southampton 
Radford, M. G. Vv. 
Reynolds, J. C. (wi 


South Shields 
e Forster, W. J. (Borough Treasurer’s Department). 


Spaldi 
Ko L. N. (with Arnold Smith & Co.). 


(with Radford, McColl & Co.). 
C'R. Foot, Fox & Co.). 


eer 
radford, P. S. (with Desn. & Son). 
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Stockton-on-Tees 

Jackson, P. M. T. (with Sherwood, Baines & eds 
Stroud 

Vines, G. E. (with S. J. Dudbridge & Sons). ` 
Sunderland 

Lawson, W. (with Laverick, Walton & Co.). 
Surbiton . 

Neville, R. H. (with C. McDonald & Co.). 
Sut 

Spinks, B. C. A. (with Geo. H. Jackson & Co). 
Wakefield 

Midgley, R. E. (with Harold Guy). 


Wellingborough 
Orton, M. H. (with Jamesa a & Sanders). 


Wolverhampton 
S R. D. (formerly with T. E. Lowe & Co). 
vans, G. Pa aera Harold Hughes & SC 
Cabo M H. (with W. Vincent Vale & Co 


227 Candidates passed.. 


FINAL EXAMINATION Part I only 
213 Candidates passed. 


The next examinations of the Society will be held on 
May 8th, oth, roth and 11th, 1956. Completed applications 
should reach the EES not later than Mareh 2oth, 1956. 


Summary of Results- 


FINAL i 
Modified 
Candidates Pars I&S H PartI Fart Il Intermediate Preliminary SE, 
Passed sos : 12 220 _- 212 288 30 
Failed .. eg za 29 353 113 343 67 | SC 
Nine candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. ’ 


Nine candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 


MACHINERY INVENTORY 


By H. Rrvinctron. Complete record of cost, 
depreciation and written<lown values. : Up 
to 280 machines in one book. 


30s net, 31s 6d post free U.K. 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL KA LONDON, EC2 








56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 


ANNOTATED TAX GASES 


Edited by Roy BORNEMAN, Q.C. 
Published on the first Saturday after the 20th 
of each month, rts of Income tax, Surtax, 
Profits Tax, E.P.T., Death Duties and Stamp Du 
Cases decided in the Courts of England and Scotland. 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with eee: 
tory notes on the decisions. 


dee hag — ANNUM 


` 


GEE & CO PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 





Telephone: Victoria 2002 (3 lines) 


VALUERS:- AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





€ 


j late of London Computer . 
EE ` ée From next April, any person who is aggrieved by the inclusion 
of any hereditament in the list, by any value ascribed to any 
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CONTENTS RATING APPEALS 
ee SE Page EXT April, when the new rating valuation lists for the 
ting Appeals 109 Nes of England and Wales come into force, the number 
EE? of appeals is likely to be considerable. Parliament in 


its wisdom has decided that although the new assessments are 
already public, no steps to alter them can be made by the rate- 
payer before April. This prohibition stems from the belief, 
or perhaps rather the hope, that if rate-payers find that their 
rates bill is not much more than before, due to a fall in the amount 
of rates in the £, they will accept the new assessments. 


about the hereditament, or by the valuation of a building (or 
portion of a building) as a separate hereditament when it is occu- 
pied in parts, may make a proposal for the alteration of the list 


so far as it relates to that hereditament. The valuation officer may 





"7 make a proposal without being ‘aggrieved’, for the simple reason 
E ana Daer: that he is the person who compiles the list. There is thus provision 
ployed ? tao to enable rate-payers to have their neighbours’ assessments 
increased, in the interests of indirectly reducing the rate burden 
Weekly Notes ` on themselves. However, in the normal way, proposals will come 
The Scottish Institute’s from rate-payers to reduce the assessments on their own property. 
Examinations — Agreement . tse Poe 
not to deduct PAYE = The rate-payer makes his proposal by notice in writing to 
The SE ee the valuation officer, specifying the grounds on which the pro- 
‘Squeeze’ ~ Customs and posed alteration is supported. Obviously the possible grounds 
Excise Report 123 are many and various; the law of rating valuation is substantial 
and complicated. However, in some cases the assessment may be 
Finance and Commerce 125 manifestly excessive owing to some important factor having been 
; overlooked. ‘The proposal can be made on a form obtainable from 
Correspondence the valuation officer next April. 
Overdraft: Treatment of a ` 
Holiday Money — Register l Within twenty-eight days after receiving a proposal, the valua 
of Members: Trusts 128 tion officer must give notice of it to the occupier of the heredita- 
ment (not being the proposer himself) ánd to the rating authority. 
Notes and Notices Where the owner is rated for the property, he is treated as an 
Personal — In Parlia- occupier for this purpose. Within twenty-eight days after service 
E Tee of this notice the owner or occupier of the whole or any part of the 
Taxation Course - hereditament, and the rating authority, ‘may serve written notice 
E GE on the valuation officer of objection to the proposal. Thereupon 
The Chartered Accountant the valuation officer must, within a further twenty-eight days, 
On Wale cohen send a copy of the notice of objection to the maker of the propesal. 
Seventy five Years Ago 128 If no notice of objection is served in due time, or if all notices 
- are unconditionally withdrawn, and the valuation officer is satisfied 
The Institute of Chartered that the proposal is well-founded, he must cause ‘the valuation list 
' Accountants of Scotland e to be altered nel 
Results of Examinations held SS ee TEY | | 
in December 1955 130 ' ‘The valuation officer must also cause the list to be altered where °° 
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If negotiations are unlikely to be successful 
the valuation officer can send a copy of the 
proposal and of the notices to the clerk to the 
appropriate local valuation panel. He must do 
this in any case within six months, if agreement 
has not then been reached. 

The valuation officer himself may at any time 
within five months after receiving the proposal 
give notice to the proposer that he objects to 
the proposal. 


COMMERCIAL COMPUTER MISCONCEPTIONS-I 


by A. C. BAKER, F.L.A., F.F.A., FGIL, 
and 


J. M. BENNETT, A.M.I1.E.E. B.E., Ph.D., Senior Numerical Analyst, University of Sydney; 
late of London Computer Laboratory, Ferranti Ltd 


all the persons whose agreement is required 
agree to the alteration (whether or not the precise 
alteration specified in the proposal) and such 
agreement is reached without or before the 
determinaticn of any appeal to the local valua- 
tion Court or reference to arbitration. The 
persons whose agreement is required are the 
proposer, the valuation officer, the occupier, every 
objector who has not unconditionally withdrawn 
his objection, and the rating authority. 


Whilst many accountants employed in the larger industries have been studying 
electronic computers for several years the subject is still very much of a closed 
book to many practising accountants. It is hoped that for the former this article 
will shed new light on some familiar statements and that for the latter it will 
encourage further stady. The article will be concluded in our next issue. 


a much simpler machine should suffice for 
commercial work where the amount of com- 
putation involved is negligible.’ 

“The high computing speeds offered by modern 
computers can never be fully utilized in office 
work.’ 

‘American commercial data processing systems 
operate in a decimal code~if the British 
currency were changed to a decimal one, then 
computing techniques might be of more 
assistance.’ 


Printing 
Highepeëd printing is essential and a com- 
puter cannot assist in this.’ 
Programming 
‘Computers require a large, highly skilled 


ALKS on computers to prospective com- 

mercial users generally contain a state- 

ment to the effect that whereas scientific 
work involves a little input, a lot of computation 
and a little output, commercial work involves 
a lot of input, a little computation on each item 
being input, and a lot of output. The general 
statement as it stands is quite sound but many 
completely erroneous assumptions have been 
based on it. 

There are, in fact, a number of misconcep- 
tions concerning office computing techniques 
which do not stand up to closer examination, and 
the misconceptions with which this article is 
concerned are as follows: 


Input and Output 

‘The design of the computer is immaterial — 
all that really matters are the input and output 
facilities.’ 

‘Punched-paper tape has no place in the office 

__ of the future.’ 

‘Punched cards have no place in the office of 
the future.’ s 

‘Magnetic tape is not as reliable a data storage 
medium as the punched card.’ 

‘Random access time to data stored on magnetic 


tape is too high to allow it to be used for the 
storage of office records.’ 
The Computer , 


. ‘There is little „computation in office work and 
a computer therefdre has no place in the office,’ 
' ‘Computers are designed for scientific work — 


programming staff and there are few offices 
which have staff with a sufficiently advanced 
mathematical training to undertake this work,’ 
‘All commercial programming is of a ‘‘once- 
and-for-all’’ type and no changes will be 
required once a pro e is working. 
Moreover, a high degree of standardization in 
Deeg is possible so that most pro- 
grammes will be bought ready-made from the 
manufacturers.’ 
Cost 
‘A large office computer system will cost well 
over £200,000 and few offices can afford this.’ 
‘At least two machines of each type will be. 
required as a security against. breakdown?’ 


Each of thest headings is discussed in the following 
i i 
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Input and Output 


Computers are now being offered with punched- 
paper tape, punched-card and/or. magnetic tape 
input and output units. Input speeds, therefore, 
range from about 160 to over 10,000 characters 
a second, and output speeds range from 25 to 
over 10,000 a second. 

What is seldom realized, however, is that unless 
the computer is especially designed for the forms 
of input and output selected, the system may be 
forced to work at a very low percentage efficiency. 


Punched-paper Tape 

Punched-paper tape is in itself a very economi- 
cal medium on which to prepare data for input 
to a computer and it is a practical and inexpensive 
matter to arrange for paper-tape punches to be 
attached to standard typewriters, accounting 
machines, etc. 


Punched cards 

Punched cards will also fulfil important func- 
tions in computer installations for many years to 
come; experience in the accurate preparation’ of 
data on punched cards is very great and cannot 
lightly be discarded at present; punched cards or 
some other form of unit record which can’ be 
produced automatically by the computer will 
continue to be justified wherever a system 
involving random pulling of records is called for. 


Magnetic Tape 
Although much has been written about mag- 
netic tape in this country and several manufac- 
turers can demonstrate magnetic tape units to 
interested persons, no real practical experience 
of it under office conditions exists in the U.K. 

Until this is available, mistrust will un- 
deubtedly persist. Also the fact that the informa- 
tion is not stored in a visible or tangible form 
means that record storage on magnetic tape 
must always be a matter of faith. 

However, the manner of use of magnetic tape 
is generally such that paper documents are the 
basic stuff of input and output, and they provide 


a fairly complete record of all transactions. In - 


addition to this, a properly designed system will 
allow random single entries on tape to be 
printed out by a magnetic tape printer. without 
the intervention of a computer. 

American experience does, however, show that 
magnetic tape 1s regarded as an excellent storage 
medium for office records; indeed, their experi- 
“ence is such that the reliability of magnetic tape 


1 Society of Actuaries. Report of Committee on New 
Recording Means and Computing Devices.~ June 1955. 
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for office records (in conjunction with a suitable 
computer and programming techniques) should 
be accepted as satisfactory. 

If information is stored on magnetic tape in 
a suitable form, a specified section of the tape 
may be located and printed by a magnetic tape 
printer without recourse to the computer. The 
average- access time depends on the length of 
the tape spool and the maximum speed at which 
it can pass through the printer until the specified 
section is reached. 

With a suitable printer, the average access 
time will not exceed two or three minutes and 
this hardly seems prohibitive compared with the 
time required, say, to locate a punched card and 
interpret or tabulate it. If, in fact, several items 
have to be printed from the same magnetic tape, 
then the average access time per item on magnetic 
tape may well be less than the average access 
time per item on punched cards. 


Data Preparation 

Input and output in relation to a computer 
generally mean the actual medium, for example, 
tape or cards, by which information enters and 
leaves the central computer. They might, how- 
ever, when applied to the system as a whole, be 
construed as meaning the initial creation of 
information on the computer input medium and 
the eventual printing of the results. 

The creation of new information by manual 
keyboards is an expensive and error-prone 
business, and an automatic means of converting 
manuscript or typescript on to cards or tape 


-would be invaluable. Despite this, most punched- 


card installations depend on their card-punching 
staff, and data preparation by manual means 
must be visualized for some years to come. 

However, computer techniques may help to 
reduce the data preparation work wherever the 
computer can carry out more effective work on 
each item fed into it than is done by current 
mechanical installations. A computer may also 
assist in meeting the need for high-speed print- 
ing — a point which is dealt with later. 


_ The Gomputer 
In connection with commercial work, the term 
‘computer’ is misleading and is the cause of 
many of the misconceptions which exist. The 
Americans appreciate this and they call their 
large magnetic tape commercial systems ‘data 
processors’; a term such as this or. ‘office com- 
puter’ or ‘commercial computer’ system should 


e probably be used if only to show prospective 


users that their needs are well understood. 
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Computation in Offices Today 

Actually, a great deal of computation is carried 
out in most offices today. This is admitted where 
book-keeping and desk calculating machines are 
used but is seldom admitted in connection with 
punched-card equipment or human clerks. This 
may arise from the fact that cards are created 
principally for tabulating at a later stage; punch- 
ing and tabulating thus assume the greatest 
significance in the system. 

In practice, each punched-card machine is a 
computer in a limited sense; a card-sorter in- 
spects one column in the card and carries out a 
different action depending on the position of the 
hole in the column; a tabulator often carries out 
several functions besides that of printing, for 


example, it can act as an adding machine and it 


can exercise a discriminatory ability by passing 
gover cards with certain identification numbers, 
and not tabulating them. 

Clerks also spend their working life digesting 
information, transferring it from one record to 
another and carrying out simple arithmetic 


operations on it; computing for office purposes 


should be regarded in these simple terms. 


Computer as Electromce Clerk i 
To define a computer as a calculating machine 
which can act on instructions stored within 
itself, or as a calculating machine which can 
modify its own instructions, is to say little 
about it. To define it as ‘an electronic clerk’ with 
many of the attributes of human clerks is to make 
its function clear. 

Just as a human clerk.can have a good or bad 
memory, can be fast or slow at his work, can be 
accurate or inaccurate, so too are there many 
types of computer. The quality of the human 
clerical staff is at present all important; the 
design of the computer as the heart of the elec- 
tronic office is also of the utmost importance. 

If computing is used in a very limited sense 
to mean the carrying out of arithmetic opera- 
tions, then even a scientific computer is not 
really a ‘computer’, since only a small portion 
of the time taken to solve a scientific problem is 
usually taken up by addition, subtraction, multi- 
plication and division; most of the time is spent 
in carrying out the ‘red tape’ operations in- 
volved in manipulating the data into the required 
form to enable the arithmetic operations to be 


. performed. 


In commercial work also, the greatest part of 
the .computer’s time will be absorbed in the 
manipulation of data and only a small proportione 
in arithmetic work. 
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Accuracy and Checking 


In scientific work, the results, more often than 
not, will undergo careful scrutiny by a scientist. 
Even if he cannot vouch for the accuracy of the 
results by his inspection he can probably deter- 
mine if there is any major error. 

In commercial work the amount of printed 
output is such that there is neither the time nor 
the staff to inspect each item of output for any 
but the most obvious errors before dispatch. 
The results must be right first time and all 
features of the computer and the computer 
operation must be subordinate to this. 

Automatic checks built into the computer 
hardware, programmed and accounting checks 
must be combined to achieve the highest possible 
degree of accuracy. In a high-speed magnetic 
tape system which processes hundreds of thou- 
sands of items a week the emphasis will tend 
to be on automatic checks, but where speed is 
of less importance, economic considerations may 
emphasize the advantages of programmed checks; 
accounting checks will always be required. 


Inter-radix Conversion 


When input and output are limited to punched- 
card speeds of 100 to 200 cards a minute, a 
comparatively slow speed computer can keep 
pace with the data as it is fed in. The unpro- 
ductive use of the computer merely to change 
the scale of notation of the numbers being 
operated on (say the conversion of £ s d to 
the binary or decimal scale for processing and 
then back to the normal commercial mixture of 
radices for printing) may be of little irfportance 
in some operations. 

If information is fed in for processing on 
magnetic tape at 10,000 characters a second, 
that is approximately one punched-card full of 
information every 10 milliseconds, it is evident 
that a very high computation speed is required 
and that unproductive use of the computer for 
inter-radix conversion is to be deprecated in this 
case. Speed is illusory if conversion has to be 
carried out as well as simple computations. 
Complete automatic conversion to binary is one 
solution which, in practice, suffers from a lack 
of flexibility. 

The fact that American data processing systems 
operate in the decimal code is not an accident; 
they were designed in this way to operate directly 
in the currency and counting scales normally 
used in the United States. Similar conditions in 
this country will naturally lead to the production 
of systems working directly. in £ s d or such 
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other mixtures of radices as are demanded by our 
business practice, and fortunately no electronic 
engineering difficulties need be anticipated in 
this direction. The complication of the arith- 
metic organs necessary to achieve mixed radix 
arithmetic will make little difference to the total 
price of the computer. 

‘The argument that a faster basic operation 
speed allows ample time for inter-radix conver- 
sions as well as for useful computation is clearly 
based on unsound economics; it merely shows 
how much more quickly and simply the whole 
operating: process could be carried out by a 
computer operating at the same basic operating 
speed but in which inter-radix conversion is 
unnecessary. 

It therefore becomes clear that where input 
and output are restricted to slow speed units 
such as punched-paper tape or punched cards 
at current speeds, the speed and mode of opera- 
tion of the computer may be of comparatively 
minor importance for commercial work. However, 
as soon as high-speed card and magnetic tape 
feeds are used the design of the computer be- 
comes all important. 


Printing 
High printing speeds are generally only de- 
manded by firms using large numbers of punched- 
card tabulators or addressing machines, who are 
able to assess their printing output requirements 
in lines or addresses per hour. 

Examination of the work of a number of such 
firms using card tabulators discloses the situation 
that the machines may, in practice, be used in a 
way which results in a very low printing efficiency 
being achieved. There appear to be three main 
reasons for this, all of which are fully appreciated 
by the equipment manufacturers and the users, 
but about which little has been done until recent 
years. 

The first reason is the combination of printing 
with other functions, which generally slows down 
or limits the possible maximum printing speed. 
The second is that continual human interven- 
tion is normally required; frequent hand-feeding 
of cards is necessary, hand-feeding of the forms 
for printing is often necessitated by the machine 
and/or the office system, and, even where con- 
tinuous stationery is used constant supervision 
of the actual printing is generally necessary. 

When we consider the automation of office 
processes, the automation of the feed of the 
actual machines must not be neglected. 

The third reason, of particular importance in 
connection with card tabulators, is that normally 
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only a small proportion of the available print 
positions are used in each line; this is largely 
due to the need to limit each form to a reasonable 
size and shape, the tabulators ability to print an 
address from one card on three or four con- 
secutive print lines and the fact that totals 
normally require a print line to themselves. 

A 150 line per minute printer with ron print 
positions in each line offers a printing capacity 
of 15,000 characters per minute; it is doubted 
whether many users average as much as 5,000 
characters per minute over a good day’s work. 

Computers offer a means of significantly 
increasing the efficiency of printing machines. 
First, they separate the computing functions and 
the printing functions, and all computation and 
manipulation of data can be carried out efficiently 
by machines designed for these purposes. One. 
advantage of this procedure is that the accounting 
totals are available and may be checked before 
any printing of the detailed items is done and: 
not, as is the case at present, after the tabulation. 


A further advantage is that the arrangement of 
the information for printing in a form suitable 
for continuous stationery is facilitated; a still 
greater advantage is the fact that the arrangement 
carried out within the computer can be done in a 
manner which results in the greatest use being. 
made of the available printing capacity of each 
line; for example, the space alongside an address 
may be filled with other information, and it is 
even possible to print forms relating to quite 
different items side by side instead of con-. 
secutively, e.g. statements of account, each con- 
taining a varied number of items, for the X.Y.Z. 
Co Ltd, A.B. & Sons and P. Q. R. & Co, 
may be printed side by side. Secondly, a 2,400 ft. 
spool of magnetic tape, output in about five 
minutes by a computer for printing, can keep a 
150 line a minute printer employed for more 
than three hours without human intervention. 


It is apparent that if printing can be carried 
out from prepared magnetic tapes on continuous ` 
stationery by printers which can carry out such 
operations as changing tg a new layout, ignoring 
sections of tape etc. under the command of 
information actually appearing on the tape itself, 
there will be no need for continous operator 
supervision. The efficiency of the printers will 
be much higher, perhaps up to 70 per cent of 
total printing capacity, than is possible under 
current methods, and higher speed printers are 
desirable only up to the point where their cost 
increases more rapidly than their effective 
printing speeds. (To be continued.) 
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ACCOUNTING EDUCATION FOR 
NEW RESPONSIBILITIES — II 


by DAVID SOLOMONS, B.COM., A.C.A. 
Professor of Accounting in the University of Bristol 


The Position in the U.S.A. 


F the difference in the extent of the part played 
Iz the universities in educating entrants into the 

legal and accountancy professions in this country 
is a striking one, the difference in the amount of uni- 
versity recruitment by the accountancy professions 
of this country and the United States is no less 
striking. Any comparisons between the professions 
in the two countries are made difficult by the fact 
that, whereas in this country qualified accountants 
hold their qualifications by virtue of their member- 
ship of voluntary organizations of which, as I have 
noted, there are several, in the United States there 
is a single qualification of certified public accountant, 
granted separately by each of the forty-eight States 
on the strength of a uniform examination but on 
terms as to experience and educational requirements 
which vary a good deal from State to State. 

I have not been able to obtain any reliable in- 
formation about the percentage of newly-qualified 
C.P.A.3 who are graduates. But there is no doubt 
at all that the amount of graduate recruitment into 
the profession in the United States is far greater 
than it is over here. In 1952-53 in America, over 
7,000 first degrees in accounting were awarded. The 
number in this country was probably less than roo. 
Two of the most populous States, New York and New 
Jersey, require a degree as a prerequisite to qualifi- 
cation as a C.P.A., and other States are moving in 
the same direction. A strategically placed informant 
‘writes to me from New York in these terms: 

ʻI believe it would be quite unusual at the present 
time for an important C.P.A. firm to hire a man 
who was not a college graduate.’ 
All this leaves little room for doubt about the 
important part which American universities are 
playing in the education of entrants into the ac- 
countancy profession over there, as compared with 
the diminutive contribution which we are making 
over here. 


The Apprenticeship Sygtem, Past and Present 


Lf the typical chartered accountant is not a university 
graduate, how does he get his professional education 
and training? The answer is that he is the product of a 
system of apprenticeship combined with corres- 
Ee tuition. The apprenticeship system is quite 

asic to the present system of training chartered 
accountants and it is their refusal to countenance any 
alternative to apprenticeship as a prerequisite to 
The first part of this inaugural lecture delivered in thé 
University of Bristol on December 8th, 1955, was published 
in last week’s issue. 


membership which distinguishes the English and 
Scottish Institutes from the Society and the Associa- 
tion. . 

Apprenticeship for would-be accountants is much 
older than the oldest professional body of accountants 
in Great Britain, which came into existence in 
Edinburgh in 1854. Indeed, it is as old as the first 
organization of accountants of which we have any 
knowledge, the Collegio det Raxonati, which was 
founded in Venice in 1581. This body attained 
considerable power in that city by the middle of the 
seventeenth century, and its membership was closely 
controlled. Admission was by examination following 
on an apprenticeship of six years in the office of a 
professional accountant. A somewhat similar college 
in Milan, founded in 1739, required a five years’ 
apprenticeship as a prerequisite to membership. 

Apprenticeship as the method of training account- 
ants in this country was well established long before 
our professional organizations came into existence 
in the middle of the-last century. In 1784 we find an 
advertisement by a Glasgow firm of accountants 
which runs: | 

‘Wanted, an apprentice: none need apply unless 
they intend to give an apprentice-fee.’} 

Apprenticeship was the already-established method of 
training solicitors and the qualifications for entry into 
The Institute of Chartered Accountants in England 
and Wales which were written into the original 
charter, granted in 1880, were modelle@ on those 
regulating admission to the roll of solicitors, 

In the professional education and training of 
chartered accountants, apprenticeship still plays a 
dominant role. There has never been any hint, in any 
pronouncement by the Institute, that it entertained 
any doubts about the rightness of this, or that it 
conceived it possible that a method of training which 
was the best available in Venice in 1600 or in England 
in 1880 might possibly be ripe for modification in our 
day. Indeed, in a rejoinder to the report of the Carr- 
Saunders Committee on Education for Commerce, 
which the Institute issued in 1951, it reasserted its 
belief that: 

‘A person cannot be a chartered accountant 
unless he knows how to do the work of his pro- 
fession and this knowledge can be acquired in one 
way and one way only — by learning as an apprentice 
under the guidance of others.’? 

Concurrently with the practical training which he 
1 History of Scettish Chartered Accountants (Edinburgh, 

ation training for membership: a 
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obtains as an apprentice, the would-be chartered 
accountant pursues his theoretical studies by means of 
a correspondence course provided by one of a small 
number of highly specialized coaching establishments. 
This is a generalization one can make with great 
confidence, for the Institute has published figures 
which show that, among the candidates for its 
examinations between November 1949 and November 
1950, those who did not take a correspondence course 
represented less than o-75 per cent of the total 
entry) and nothing has happened since then to 
change the picture. Correspondence tuition for the 
Institute’s examinations, in its present highly 
organized form, is not quite as old as the Institute 
itself, but the oldest of the existing correspondence 
cplleges serving the profession was founded in 1884, 
only four years after the granting of the charter. 

The Institute appears to entertain no more serious 
doubts about the means by which its recruits obtain 
their theoretical instruction ‘than it does about the 
apprenticeship system of practical training. In a 
memorandum put in to the Carr-Saunders committee 
in answer to questions put by the committee, the 
Council of the Institute declared that it 

‘has no reason to believe that the present facilities for 

! correspondence tuition are inadequate or un- 
satisfactory’ $ 

and it strenuously rejected the recommendation of 

the committee that.a major part of the theoretical 

instruction for the profession should be transferred 


‘to the technical and commercial colleges. 


Some Comparisons 


The accountancy profession in England and Wales 
is now almost the only major profession to be content 
with apprenticeship coupled with correspondence 
tuition to provide the practical and theoretical 
instructior considered necessary for its members. 
Wherever one looks, whether to other professions in 
this country or to the accountancy profession in other 
countries, one finds that some element of institutional 
training has been introduced and in some cases it has 
ousted other forms of instruction. 
It is a hundred years since apprenticeship ceased to 
play an important part in the training of medical 
practitioners. Would-be solicitors are required to 
attend university law classes or the Law Society’s 
own School of Law in London regularly during their 


“statutory year’. Aspirants to membership of the 


engineering institutes, where they are not already 


‘university graduates, commonly qualify by taking 
one of the Higher National Certificates and this 
usually involves attendance at a technical college. 
‘If we turn to look at the principal organizations in the 


accountancy profession itself in other parts of the 
world, we find that almost everywhere the English 


.gystem of training has been discarded. In the United 
States, as I have already mentioned, the first step 


| Education and training for membership, page 18. 


! 


3 Loc. cit., page 22. R 
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towards preparing for entry into the profession is 
commonly by attendance at a university. In Scotland 
and in South Africa, part-time attendance by articled 
clerks at university classes is obligatory. In Australia, 
the largest body of accountants, the EEN 
Institute, accepts a university degree in accounting as 
exempting the holder from the greater part of its own 
examinations, so that university attendance is a 
common means of preparing for the profession. 
The same is true in New Zealand. In the Netherlands, 
full-time or part-time attendance at the universities 
forms a normal part of the preparation for the pro- 
fession, and in Germany the Wertschaftspriifer is 
almost always a university graduate. Is it possible 
that everyone is out of step but ourselves? 


The Development of the Profession 
since 1880 


Consider the changes which have transformed the 
position of accountants since 1880, when the Institute 
of Chartered Accountants received its charter. Then, 
one of the professional accountant’s main pre- 
occupations was the administration of insolvent 
estates, for the Bankruptcy Act of 1869 had abolished 


the Official Receiver and had given creditors the ` 


power to appoint their own receivers. Usually the 
receiver appointed was an accountant, and the Act 
had brought a great access of work to the profession. 
One has only to look through the early issues of 


- The Accountant, which had commenced publication 


in 18474, to see the extent to which its pages are 
almost monopolized by insolvency matters. The 
other main source of work in those early days was the 
audit of company accounts, which had become more 
important with the passing of the Companies Act of 
1862. i l 

Taxation, which now demands so large a part of 
the accountant’s attention, was then quite unimport- 


ant. Death duties were brought into existence only in ` 


1894 and the maximum rate of duty levied, om 
éstates exceeding {1 million, was then 8 per cent- 
In 1894, the standard rate of income tax was 8d in 
the £, but rose to 1s in 1900. Supertax was introduced 
only in 1909. Profits tax did not come into existence 


-until much later. The rise of the accountancy pro- 


fession has obviously been greatly stimulated by the 
increasing burden of taxation: but there is no reason 
to think that this played any important part in the 
thinking of the men who formulated the methods of 
educating and training afcountants which we have 
inherited. 

Nor could their thinking have been much influenced 
by the needs of what we now call management 
accounting, for there is little evidence that more than 
a handful of men were interested in accounting as am 
aid to management in 1880, and the men who were. 
80 interested were as likely to be found in the ranks. 
gf engin gineers as among accountants. You will certainly 

d just as frequent reference to cost accounting in 
the columns of journals such as The Engineer or 
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Engineering in that period as you will in the pages of 
The Accountant. 

The Institute started its career as an organization of 
professional accountants, i.e. of accountants practising 
as independent practitioners. It is doubtful if the 
founders could ever have envisaged that members 
working in industry and commerce would come to 
represent such a large and important part of the 
total membership as they do today. It is not possible 
from the published information to e? just how large 
a part this is, but a test carried out by the Institute 
in 1947 showed that at December 31st, 1946, it was 
just under so per cent.! Today the proportion would 
probably be greater. If the system of education and 
training worked out in 1880 happens to be well 
adapted to the needs of industry as distinct from the 
profession, it must be so by accident rather than by 
design. ` 

Not only has the accountant since 1880 won for 
himself an important place as a staff officer on the 
managerial headquarters, he has become an important 
contender for a share of command itself. In Dr 
Copeman’s study of the directors of public companies 
in this country, 16 per cent of the 1,243 directors who 
answered his questionnaire gave their original 
occupation as accounting, about the same number as 
gave engineering. When the sample was analysed as 
between those over 50 years of age and those under 
so, the percentage of those starting as accountants 
went up from 15 per cent of the over 50s to 18 per 
cent of the under 50s, showing that the young 
- accountant’s chance of promotion to board level had 
increased, whereas the chances of the young engineer 
and the young lawyer are shown by the same inquiry 
to have diminished.? We shall do well, in considering 
how we ought to educate those who enter the 
accounting profession, to remember that we are 
doing much more than educating future accountants. 
We are also educating men and women who are 
destined, in substantial numbers, to be found among 
the future leaders of British industry. 


Changes in Technique since 1880 


While these changes in the nature of the demand 
for the accountant’s services have been coming 
about, other changes have been taking place "on the 
supply side’, so to speak. There has been nothing less 
than a revolution in clerical procedures and many 
routine clerical operations which formerly had to be 
done by hand have been fhechanized and rendered 
largely foolproof. Much routine checking formerly 
carried out by the professional auditors of large 


businesses is now done by internal audit staffs or 


rendered unnecessary by good control systems. 


Statistical techniques are being developed and out 


1 See a paper by Sir Harold Howitt, on ‘The future of the 
accountancy profession’: The Accountant, January 3rd, 
1948, page 7. e 
2 G. H. Copeman: Leaders of British Industry: (Gee & Co 
(Publishers) Ltd, 1955). 
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into use so as to reduce to a minimum the amount of 
checking which still has to be done. All of these 
changes have diminished or are diminishing the 
amount of routine audit and accounting work which 
has to be done, relative to work calling for higher 
intellectual qualities and expert knowledge. 


I am confident that in the next decade or two we 
shall see other changes which could work in the 
same direction. We are moving out of the age in 
which business decisions were taken by ‘hunch’ into 
one in which most problems will be considered to be 
capable of a more or less precise quantitative solution. 
The technique of linear prog ing is already 
being successfully applied to problems of product 
maximization and cost minimization which defy 
solution by more traditional methods except at an 
exorbitant cost. The advent of the electronic com- 
puter, of course, enormously increases the scope 
and possibilities of these techniques. These develop- 
ments could greatly and fruitfully add to the field 
of activity of the accountant, for what is he if he is 
not the manipulator and interpreter of quantitative 
business data? 


Yet I fear that the profession, by failing in the past 
to require of its recruits a high standard of mathe- 
matics and by failing to equip them with an adequate 
grasp of statistics and economics, is in danger of 
having to confess itself unable to grasp these oppor- 
tunities, and of having to stand aside and see them 
taken by the statisticians and econometricians. 


Educational Implications of Changes 
in the Profession 


The changes which I have outlined as having taken 
place during the last seventy-five years, and those 
which we may expect in the near future, have an 
obvious bearing on the problem of accounting 
education. With the diminution in the importance of 
routine skills, a lengthy apprenticeship is surely 
destined to become a less effective method of training 
than it formerly was: for it is routine skills rather 
than expert knowledge which apprenticeship training 
is particularly well suited to instil. The decline of 
apprenticeship in industry has been due to much the 
same phenomenon on the more humble level of the 
factory floor. As the processes to be learnt demand 
more cerebration and less dexterity, the more 
important is skilled institutional instruction likely to 
become, at the expense of the rather haphazard and 
inefficient learning which alone apprenticeship makes 
possible. Even factory apprenticeship now means 
something very different from what it meant fifty 
years ago, for a large part of the apprentice’s in- 
struction is now obtained from skilled teachers in an 
apprentices’ school, not painfully picked up from a 
working journeyman. dë 

I am not saying that practical experience is any less 
important than ft formerly was, nor do I dissent for a 
moment from the statement by the Institute, in its 
pronoyncement on education and training, that 
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‘a person cannot be a chartered accountant unless he 

knows how to do the work of his profession. . . Ji 
What I do say is that, in the changed circumstances 
of today, much of the educational value of practical 
experience will be lost if the ground has not adequately 
been prepared in advance. To take a boy straight 
from school, turn him loose in an accountant’s 
office and expect him to learn from practical experi- 
ence at the same time as he is beginning to acquire a 
rudimentary knowledge of accounting by means of a 
correspondence course is, if I may quote a remark 
of Professor Shackle’s in another context 


‘as though one should ask a man to swallow a 
tablespoonful of coffee-berries and then pour a 
cupful of hot water down on top of them in the hope 
that the two ingredients will somehow get appropri- 
ately mixed up in his inside’. 

Practical experience is what the professional man 
distils from the impressions which come to him in 
the course of his daily work. It is not, like a photo- 
graph, an impression made on a passive sensitized 
plate. It is the result of an active process of selection, 
and a trained mind will make a different and, one 
hopes, a more valuable selection from that made by 
one less well prepared. This is the answer to those in 
the profession who say that practical experience is all 
that matters. ‘Practical experience’ is just as much 
the result of the way we prepare the mind to receive 
experiences as of the experiences themselves. 


Correspondence Tuition and Students’ Societies 


On the second constituent of education for the 
accountancy profession as it stands today — corres- 
pondence tuition — I shall not waste much time. I 
find it utterly incomprehensible that any profession 
should think it other than a third-rate substitute 
for real education. It is, of course, not without its 
virtues as d counterpart to the existing system of 
apprenticeship. It is cheap. It does not interfere 
with the routine of office work. As a method of 
imparting technical knowledge in a readily digestible 
form, it is not less efficient than the methods used in 
institutions of higher learning. There is the added 
advantage that each student can proceed at his own 
pace, I have known of several instances where 
university students have supplemented their uni- 
versity courses with correspondence courses, because 
they found it easier to acquire knowledge that way. 
This does not say very much for our skill as teachers. 
But whereas correspondence tuition begins and ends 
with the imparting of knowledge, real education does 
not. The true aims of professional education have 
Ge well put by an American engineer, Professor 
eare: 


‘It is clear that in professional education we must 
do more than acquaint the student with facts, 
principles and existing procedures; we must, in 80 
far as possible, teach him to fundamental 
principles in dealing with situations that are new 

1 Loc, cit., page 8. 
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to him and also teach him how to continue to learn 
' throughout his life from his professional activity’.* 
Correspondence tuition hardly begins to do this. 
There have been men~I know of one ~ whose 
imagination was fired by a correspondence course, 
who were stimulated to question an established 
procedure or to want to push back the frontiers of 
knowledge. But such men are rare. Maybe our 
university students, too, are not often enough so 
stimulated. But at least their horizons are not wholly 
bounded by examination results. 

Before leaving the system of education for the 
accounting profession as it stands today, it is 
necessary to say a word about the place of the 
students’ societies which exist within each of the 
eo organizations. These societies arrange 
ectures and industrial and other visits for apprentices 
and it is now becoming common for them to arrange 
short residential courses as well. One cannot speak too 
highly of the work which their officers, who are often , 
themselves busy practitioners, put into these 
societies, and it is to them that credit must go for 
such liberalizing elements as are to be found in the 
present system. But their scope is naturally limited by 
the fact that they have to operate in the interstices of 
the apprenticeship system. Within the framework 
of that system, they achieve, no doubt, as much as 
can be achieved. But it is not and cannot be enough 
to transform a scheme of professional training into a 
system of professional education. 


A Proposal for Educational Reform 


What then, would constitute a worthy system of 
professional education and training for the account- 
ancy profession? I do not have any serious doubts as 
to the main outlines which the long-term answer to 
this question should take, though there is plenty 
of room for argument about details. There is room for 
argument, too, about timing and speed of imple- 
mentation. But I do not think that anything less than 
a radical change will do. The system I would propose 
would require every entrant to the senior professional 
accountancy body, at least, who was not already of 
mature years,® to spend three years at a university 
reading for a degree based on economics, accounting 
and law. Having obtained his degree, the graduate 
would proceed to three years of practical training in 
the profession with, however, this vital difference 
from the present scheme. The three-year period after 
graduation would be diwided into three equal 
stages of one year, each made up of ten months of 
office work followed by two months of full-time 
instruction on practical lines, in a suitable training 
establishment. At the conclusion of this training 
period, the trainee would take his final professional 


* Professor B. Richard Teare, Jr. (Buhl Professor of Elec- 
trical Engineering, Carnegie Inst. of Tech.) in Education 
ee onsibility, page*136 (Carnegie Press, 
1948). 

3 Special provision would have to be made for the older 
entrant. i 
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examination before admission to the Institute. 

That, in barest outline, is my scheme. Let me now 
sketch in one or two details, before turning to answer 
the objections which’ will certainly be raised against 
it. At the hub of the proposal is a compulsory 
university degree. Imperfect as our university 
education still is, it is the best instrument which has 
yet been devised for equipping men and women to 
take their place in society, and for laying the broad 
foundation on which later experience may be based. 
The justification for placing the universities at the 
centre of my scheme has been put so well by 
Whitehead that I shall content myself with quoting 
his words: 


‘ .. . Qualities essential at a later stage of a career 
are apt to be stamped out in an earlier stage. This 
is only an instance of the more general fact, that 
necessary technical excellence can only be acquired 
by a training which is apt to damage those energies 

=- of mind which should direct the technical skill. 
This is the key fact in education, and the reason for 
most of its difficulties. 

“The way in which a university should function in 
the preparation for an intellectual career, such as 
modern business or one of the older professions, 
is by promoting the imaginative consideration of the 
various general principles underlying that career. Its 
students thus pass into their period of technical 
apprenticeship with their imaginations already 
practised in connecting detail with general principles. 
The routine then receives its meaning, and also 
illuminates the principles which give it that mean- 
ing. Hence instead of a drudgery issuing in a blind 
rule-of-thumb, the properly trained man has some 
hope of obtaining an imagination disciplined by 
detailed facts and by necessary habits’.? 


As for the detailed content of the degree courses, 
I would not want to make any drastic changes in our 
existing arrangements. The essential feature of the 
course taken by those students choosing accounting 
as their special subject of study both in this and in 
other universities in England and Wales is that it 
is a broadly based course, in which accounting is not 
allowed to get out of perspective by being studied in 
isolation, but is studied throughout the three years in 
conjunction with economics, law and other subjects 
chosen from the field of the social sciences. It is in 
this respect that the university study of accounting 
differs fundamentally from. its study in the pro- 
fessional curriculum. 

Although our present university course was 
broadly worked out by the McNair committee in 
1944 to meet the needs of the accountancy profession, 
it has proved to give an education admirably suited 
to much wider purposes. One such purpose is the 
provision of a way into the field of general industrial 
management. Sir Charles Renold has pointed out the 
difficulty which exists. 

“The field of general management’, he writes, 

‘really only begins. at a comparatively high level and 


Re ee en vee CNL a aE eS oe ee eer ae ee 
A. N. Whitehead: The Aims of Education (1929), pages 
44-5. 
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the necessary maturity has to be acquired in one or 
more of the specialized fields of activity, because the 
general management field cannot in the nature of 
things provide its own ladder of experience from the 
bottom upwards.’* 
One of the specialized fields from which general 
management is apt to be recruited ‘is the accounting 
field, and the arts graduate who has read accounting 
at the university is equipped, after he has had some 
training in industry, for a specialist job, much as the 
engineering or science graduate is. He can thus learn 
responsibility in a limited field before being given 
wider responsibilities. 


An Alternative to Correspondence Tuition 


As for that part of my proposal which relates to 
post-university training, I have suggested a period 
of three years, of which only two and a half years 
would be spent in an office, the remaining six months 
being spent in three terms, at a professional training 
school. While, superficially, this may have the 
appearance of reducing the present period of three 
years which a graduate spends under apprenticeship 
in an office, it would in fact, I am EEN result 
in a much more fruitful use of a slightly shorter 
period, so that the quality of the training received 
would be improved, and even the quantity would 
probably not be less, for working time would no 
longer be eroded by leave to attend lectures or by 
pre-examination study leave, since this would be 
covered in the periods of institutional training. 
What is even more important is that the period at 
the university would have prepared the student’s 
mind to get the best out of his practical training, 
and he would start learning effectively from it right 
from the outset. If the professional bodies consider, 
as they at present do, that three years’ practical 
training is adequate for those who graduate in 
classics, modern languages or history, then two and 
a half years can hardly be too little for those whose 
university studies have been more Vase 
oriented.? 

- As for the training school, in which the Gnivereities 
would have no part, the essential thing about it is 
that the instruction it gave would be personal, not 
by correspondence, it would be practical rather than 
theoretical, since the theoretical side would have 


‘been taken care of at the university, and it would be . 


intensive. The school would be able to start where 
the university left off. Recommended reading would 
be done by the students during the periods between 
attendances at the school. 

One very important issue which would have to be 
settled would be whether the training school should 
be set up ad hoc by the profession or whether the 
job should be put in the hands of the existing 


* The Advancement fof Science, Vol. 10 (1953/54), P 
“Training for management’, 

3 I do not exclude thé Wem Bee? of reducing this piod if 
the improvement in the ity of training under my scheme 
proved to be as great as think it would. ” 


, 302, Qn 


February 4th, 1956 


technical colleges. This is a delicate question which 
time fortunately does not permit me to explore. 
The technical colleges have not hitherto had any 
success in attracting away from the correspondence 
colleges any material number of students working 
for the examinations of the major accountancy bodies. 
But it does not follow from this that they ought not to 
be entrusted with the rather different task which I 
have in mind. The alternative course has been taken 
by the Law Society in setting up its own School of 
Law in London, but there again the task is different 
from that I envisage, in that the School of Law is 
attempting to give a mixture of basic legal education 
and practical professional instruction, whereas in 
my scheme the basic accounting education would 
have been received at the university before practical 
training commenced. The closest parallel that I can 
think of to what I am proposing is the combination 
of pre-clinical study at a university followed by 
clinical training in a hospital by which many medical 
students are prepared for their profession. ` 


Articles or No Articles ? 


I do not attach much importance to the question 
whether the period of practical training is or is not 
to be carried out under articles of apprenticeship, 
for I do not think that the formal relationship which 
exists between principal and clerk is what matters. 
A young man who joins an industrial firm as a 
management trainee does not get an inferior training 
because he has not entered into a contract of ap- 
prenticeship, nor is his intention to qualify for a 
particular type of post any the less 

‘recognized at the outset, so that throughout the 

‘term of service his work, experience and studies 

„can be arranged with that object in view’.? 
a matter which the Institute regards as 


‘a fundamental requirement’. 


What does matter, of course, is that the training: 


obtained shall be a good one and this is secured as 
often in fields where articles of clerkship are unknown 
as in those where they are the rule. American 
C.P.A.s do not obtain their practical experience 
under articles, yet I doubt whether they are generally 
less well trained than accountants in this country. 


Objections to the Proposed Scheme 


J cannot do other than devote the few minutes which 
remain to me to considering the more important 
objections which will be raised against my proposals, 
Most of these objections will be summed up in the 
one word ‘impracticable’, even by those who agree 
with me that the changes in accounting education I 
have envisaged are in themselves desirable. And the 
first ground for regarding them as impracticable will 
be that they would impose an impossible burden on 
the universities, 

I myself shared this view for some time. But the 


1 Education and Training for Membership, page 8. 
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present plans for increasing the number of scientists 
and technologists produced by the universities, in- 
volving among other things an increase in the size of 
Imperial Coll e from 1,650 full-time students to 
3,000 In ras ae to ten years, shows how miscon- 
ceived this objection is. There is nothing unalterable 
about the numbers or distribution of students in our 
universities. An intake of undergraduates sufficient 
to maintain the present flow of new members into 
the Institute and allow for a 25 per cent wastage en 
route would, after allowing for the graduates already 
joining the Institute, require about goo additional 
university places each year. This represents an 
increase in the total number of full-time graduating 
and first diploma students entering the universities of 
England and Wales for the first time of about 5 per 
cent, or 6% per cent if we exclude Oxford and 
Cambridge, which do not at present teach accounting. 
This is a modest figure compared with the 60 per 
cent increase in the size of the university population 
which has taken place since 1939, or the further 
increase of up to 40 per cent which we may have to 
accommodate by 1965. On the score of numbers, 
there is nothing inherently impracticable about my 
proposal, if there were a strong enough desire to put 
it into effect. Nor do I think that the universities 
would have any grounds for fearing a dilution of the 
quality of students they would be asked to take. It 
would need a lot to convince me that the intellectual 
qualities required to obtain a fifst-rate professional 


. accounting qualification are inferior to those re- 


quired to obtain a respectable degree. Indeed, 
complaints that precisely the opposite was true 
have recently been heard from professional quarters. 

In my consideration of the quantitative aspect of 
my proposals, I have considered only one part of the 
accounting profession, the Institute. One has, after 
all, to start somewhere, and it is unlikely that, if 
the.senior body did not give a lead in the direction I 
have indicated, any other body in England and Wales 
could do so. In Scotland the lead would have to come 
from the Scottish Institute, and it is in that en- 
lightened quarter that I, in fact, place my highest 
hopes. A leader-writer in The Times recently told of a 


“board of directors who, whenever they had anything 
particularly disagreeable to convey, always chose 
their Scottish director. They had come to the con- 
clusion that even the most unwelcome things said in 
a Scottish accent sounded less painful and more 
acceptable than in any other’. 


Let us hope that, failingea move from any other 
quarter, Edinburgh’s persuasive accents will before 
long lead us towards the light. 
- Another ground on which I shall be accused of 
an impracticable suggestion is that my 
scheme would put an unwarrantable burden on would- — 
be accountants who do not live in a university city 
or, as regards the second part of my scheme, who do 
not live in he centre or.centres chosen for the 
training schools. The simple answer to this is that the 
requirement that a medical student shall obtain his 
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training at a teaching hospital also puts a burden on 
those who do not live in a university city, but we do 
not accept lower standards of medical training on that 
account. If one were looking round for burdens to 
describe as unwarrantable in the field of accounting 
education and training, we might more appropriately 
start with the apprenticeship system, with its 
premiums and lengthy period of unpaid or low-paid 
labour. 

There will be some who will regard my proposals 
as representing a desirable long-run objective, but 
not a practical proposition in the foreseeable future. 
For these there will be attractions in some com- 
promise plan of part-time university attendance 
such as has been adopted for solicitors’ articled 
clerks outside London and by apprentices of the 
Scottish Institute in Scotland. For me these com- 
promises have little appeal, for they distract the 
university from its real job and they do not give the 
articled clerk or apprentice a sense of belonging to 


„the university or the zest for learning which that 


sense brings with it. According to Professor Gower, 


‘there seems to be fairly general agreement among 
teachers at law schools that this statutory year’s 
attendance [for solicitors’ articled clerks] is of very 
doubtful value’,? 
and there seems to be no reason for expecting any 
better results if it were adopted by the accountancy 
profession. 


A Grave Danger ? 
I feel bound, at the conclusion of this lecture, to refer 
briefly to some remarks made in this city, a month ago, 


1 Gower, loc. cit., page 152. 
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The self-employed in general, and professional people in particular, are waiting 
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by the President of the Institute. His speech contained 
these words: 


‘Whilst I think that the special degree courses now 
being provided at certain of the universities have a 
place in our system of professional education, I can 
foresee grave dangers unless university lecturers and 
professors are careful to avoid feeding their students 
with arguments and propositions which they. are not 
mature enough fully to appreciate or even digest 
properly. ... I don’t want them to feed the young 
on champagne and caviare before they are properly 
weaned,” 

I hope that the President will, on some future 
occasion, enlighten us as to the arguments and 
propositions which he thinks represent grave dangers. 
He agrees, it seems, with Mark Twain that ` 

‘Soap and education are not as sudden as massacre, 
but they are more deadly in the long run.’ 

Is it, I wonder, Truth or the Institute’s Recom- 
mendations on accounting principles which the 
President thinks are in danger? As regards the latter, 
I am sure he will agree with me that the critical 
discussion of accepted ideas is one of the principal 
purposes for which universities exist. If received 
doctrine is not to be questioned there, who is to 
question it? If, on the other hand, it is Truth for 
whom the President fears, he must look for her 
enemies elsewhere: for it is not in the universities 
that he is most likely to find them. 


(Concluded.) 


$ The Accountant, November 19th, 1955, pages 589—590. For 
a later comment by the President, made after this lecture 
was delivered, see The Accountant, December 7th, 1955, 
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with anxious expectancy to learn whether Mr Macmillan will implement the pro- 
posals of the second Tucker Committee in his Badget. Discussion (there has 


been too much agreement to call it controversy) about retirement benefits for 


persons outside existing pensions schemes has gone on for so long that memories 
of the sequence of events grow dim and the following symposiam has been prepared 
to refresh the subject. 


March 1949. Memorandum submitted to the 
Chancellor of the Exchequer (Sir Stafford 
Cripps) by the Law Scciety and The Institute 
of Chartered Accountants in England and 
Wales: 


e 
In regard to the problem of the professional man 
providing for his eventual retirement by savings out 
of income, it is suggested that the professional man 
engaged in private practice, that is to say a self- 
employed person, should not be at a major disadvan- 
tage, as he is at present, in comparison with the salaried 
employee for whose benefit an approved pension 
scheme is maintained by his employers. In the latter 
case the employer’s coptributions are allowed as 
expenses in arriving at his taxable profits whilst the 
employee’s contributions are allowed in full in com- 


puting his assessments to income tax and also, where 
applicable, to surtax. Thus, the whole cost of the 
retirement benefits provided for such an employee is 
allowed in computing taxable income. In the case of 
the professional man in private practice, however, the 
only relief available to him is by taking out a life assur- 
ance policy on an endowment basis and even then his 
relief is restricted at present to 3s 6d in the £ on his 
annual premiums and as from April next to two-fifths 
of the standard rate of tax. 

It is difficult to appreciate upon what principle 
such marked divergence in the treatment of the em- 
ployed as compared with the self-employed is founded. 
It is submitted that this is an inequitable anomaly and 
that the injustice could be removed by making it 
possible for any self-employed person to have allowed 
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as deductions in computing his taxable income pre- 
miums paid out of earnings to secure a deferred 
annuity at, say, 65 years of age, of an amount compar- 
able in relation to his earnings with the pensions 
provided by approved pension schemes. Schemes to 
provide such annuities could quite properly be made 
subject to approval by the Commissioners of Inland 
_ Revenue as in the case of schemes organized by com- 

panies for their employees and appropriate provision 
could be made for circumventing tax avoidance. In 
Some instances it might be appropriate for the schemes 
to be organized by professional bodies for their mem- 
_ bers and in other professions the matter might be left 

to insurance companies to deal with under suitable 
control by way of the issue of deferred annuity policies. 


January 1950. Sir Hartley Shawcross, speaking 


| as Attorney-General: 


The Government have Ge to consider whether 
it may not be possible to encourage saving on endow- 
ment and pension policies by giving the same taxation 
reliefs on premiums to self-employed persons as 
employed persons get. 


February 1950. Memorandum submitted by the 
Institute to the Tucker Committee on Trading 
Profits: 


Submissions: (a) That the taxation position of self- 
. employed persons and directors of private limited 
companies, in relation to provision for retirement 
benefits, is inequitable and unjust in comparison with 
_ the treatment of salaried employees. 

(6) That the inequity should be removed by making 
it possible, subject to appropriate safeguards, for any 
self-employed person (including directors of private 
limited companies) to have allowed as deductions, 
in computing taxable income, premiums paid out of 
earnings to secure a deferred annuity at, say, 65 years 
of age of an amount comparable in relation to his 
earnings with the benefits provided under approved 
pension schemes. 


August 1950. Sir Stafford Cripps appointed the 
second Tucker Committee: the terms of refer- 
ence included: 


(3) . . . and in particular to consider whether the 
' scope of income tax relief in respect of payments of 
' that nature (payments under pension schemes) should 
be extended and if so, in what circumstances and sub- 
ject to what conditions, having special regard to the 
fact that contributory pension schemes on the lines of 
those commonly adopted by industrial concerns are 
not at present available to all persons holding an 
office or employment, and are not applicable to an 
individual carrying on a profession or business. 


March 1951. Memorandum submitted by the 
_ Institute to the second Tucker Committee (re- 
produced in the Institute’s annual report for 
1950, pages 55-63): 


“Submissions: (29) Amounts set aside (by self-employed 
etc., persons) out of their current earnings to secure 
in accordance with the terms of a recognized scheme ° 
an income or lump sum at their retirement should 


+ 
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-be allowed within defined limits as deductions i in com- 


puting their taxable earnings. 

(31) Contributions and benefits in (these) cases 
should receive the same taxation treatment (as other 
classes). 


‘February 1954. The report of the second Tucker 


Committee published. The case of the self- 


‘employed etc., is considered in Chapter 6. 


Paragraph 330: We accept as well founded the assertion 
that persons falling within the four classes now being 
considered cannot now afford to set aside, out of their 
current earnings, sufficient to provide retirement 
benefits of the kind and on the scale afforded to ordinary 
employees who are members of a pension scheme of 
the type capable of approval by the Revenue. 
Paragraph 334: During the course of this examination 


we considered whether the present claim ought to be 
` rejected altogether on one simple ground. In effect, 


the claim is for tax relief to be given on savings out 
of income; but it is a basic principle of any income tax 
that the manner in which income is applied after it has 
been received should not affect its taxability. In cop- 
sequence, it might be said, a taxpayer should not be 
entitled to any relief in respect of savings. His liability 
should be the same whether he saved any part of his 
income or whether he spent all of it that was left to him 
after tax had been paid. 

Paragraph 335: While we naturally had to consider 
this possible aspect we did not think an objection based 
on this special ground was capable of being pressed 
sufficiently far to warrant our recommending a rejection 
of the claim, We thought it tended to over-simplification 
of the matter. It has to be remembered that the law of 
income tax is not one of the laws of nature. It is purely 
man made, and the principles governing the imposition 
of the tax must therefore depend entirely on the will of 
its creator. 

Paragraph 338: In the case where full expenses relief 


for contributions to a pension fund is given, that relief - 


is not wholly lost to the Exchequer, because the ulti- 


‘mate pension becomes taxable when its payment begins. 


In reality, therefore, the case is much more one of 
postponement of tax liability, in that a part of the 
earned income is withdrawn from liability at the time 
it is earned, but is taxed in a later year when it re- 
appears in the form of a pension. 

Paragraph 340: It appears to us that the idea under- 
lying the modern view that an employee’s service 
should be what can shortly be described as ‘pension- 
able’, is that a man who contributes labour to the busi- 
ness in which he works for substantially the whole of 
his working life should be rewarded over a longer 
period than his actual service. The aggregate reward for 


_his service should, so far as he is concerned, be appor- 


tioned and spread, so that some of it will be payable 
during his working life,*while the remainder will be 
payable either during his period of retirement alone, or 
during that period together with a further period cover- 
ing the life of his widow and also thet part of the lives 
of his surviving children during which their status is 
that of dependants. In effect, the aggregate amount of 
the remuneration paid for his work should be spread 
{albeit not evenly) over the whole period from the 
beginning of his employment until his death, or until 
the death of his widow and the emergence of his child- 
ren from the dependent age. This appears to us to be 
the basic principle upon which all modern pension 
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schemes are founded, including those applicable to 
established civil servants, local government officers, 
and other similar non-commercial employees. 

Paragraph 355: Our general conclusion, therefore, is 
that a case is made out for applying to each of the four 
classes — the self-employed, controlling directors, part- 
time directors, and non-provided-for employees — the 
same basic principles tn respect of rettrement res 
as apply to the ordinary employee, subject, however, to 
such modifications as the differing nature of the cases 
may require. 

Paragraph 361: In any case, so far as professional 
goodwill is concerned, we had reliable evidence that, in 
the case of professional practices where goodwill of a 
saleable character existed, it was becoming virtually 
impossible to find young incoming partners who were 
able to buy a share of goodwill of the more ageing part- 
ners. 

Paragraph 372: Stated in its simplest terms, there- 
fore, our proposal is that each year’s contribution by an 
individual out of his earned income shall in effect be 
a single premium securing a specified amount of annu- 
ity at the specified future retirement age. 

Paragraph 449: The Board have prepared for us 
an estimate of the cost to the Exchequer of the recom- 
mendations in this chapter. The chief difficulty in 
making such an estimate lies in the fact that nobody can 
foretell to what extent the persons concerned would take 
advantage of new reliefs on the lines we have proposed. 
It has been assumed for the purposes of this estimate 
that self-employed persons and company directors 
would claim nearly the maximum possible relief, but 
that non-provided-for employees would in fact claim 
relief to the extent of only about half the maximum 
possible. On this basis the cost to the Exchequer would 
be of the order of £65 million a year. If non-provided- 
for emplovees claimed relief to the extent of only a 
quarter of the maximum, the cost would be reduced 
to about £50 million a year. 

Two members of the Committee were not in agree- 
ment with the proposals of the majority, but they 
excepted the professions from their dissent: 

Page 153: A number of professional Associations have 
expressed themselves as willing and able to organize 
and administer superannuation funds on lines some- 
what analogous to those set up under Section 32, Finance 
Act, 1921 (1952, Section 379). The administration of 
such funds would obviously present certain difficulties, 
actuarial and other, but there is, we think, a case for 
admitting them if it is found practicable to frame and 
carry out arrangements acceptable to the Board of 
Inland Revenue. Professional remuneration was ex- 
empted from excess profits duty and excess profits tax 
as being mainly dependent upon personal qualifica- 
tions and involving little or no capital, and while the 
absence of an enforceable retirement age remains as a 
differentiating factor of some importance it may be 
possible to devise some means of meeting it. 


April 6th, 1954. Mr Butler’s Budget statement: 


There has not been sufficient time since the publica- 
tion of the Report (of the second Tucker Committee) 
for me to reach any conclusions on the complex issues 
involved. In any event, the cost of the proposals would 
make it impossible for me to implement them- in pres- 
ent circumstances, I shall not, therefore, propose this 


year any change in this part of the income tax system.. 
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March 2nd, 1955. Joint deputation from the 
Institute, the General Council of the Bar and 
the Law Society waited upon the Chancellor 
of the Exchequer. 


The deputation urged the importance of legislative 
steps being taken at the earliest opportunity to imple- 
ment the recommendations made by the Mullard 
‘Tucker Committee in regard to retirement benefits for 
the self-employed. 


April 19th, 1955. Mr Butler’s Budget statement 
(the 1954-55 out-turn showed a suplus of £433 
million and the budgeted surplus for 1955—56 
was £148 million) contained no comment on 
the Tucker Committee’s proposals. 


May 4th, 1955. In his speech at the annual 
meeting of the Institute, the President, Mr D. Mi 
House, F.G.A., said: 


We must all be disappointed that the Chancellor has 
been unable to do something for the professional 
classes and other self-employed persons and to im- 
plement the recommendations of the No. 2 Tucker 
Committee. I made some remarks on this subject at 
the Manchester district society dinner. I need not say 
any more today except to underline the statement that 
provision for retirement by the self-employed profes- 
sional man is now practically impossible and further- 
more that, by reason of the high taxation of total. 
income, without any allowance for capital employed, 
the provision of the capital needed to finance a practice 
is also becoming wellnigh impossible. 

I know that the present Chancellor fully realizes 
the seriousness of the position and has recently said 
publicly that he regretted that he had not enough in 
the kitty this year to do anything about it. There I 
am afraid we must leave it for the present and hope that 
matters will be set right when the main report of the 
Royal Commission on the Taxation of Profits and 
Income is at last published. One can well imagine that 
the Chancellor may feel that until the contents of that 
report are known it would be unwise to introduce 
any major changes. Nevertheless, unless something 
is done reasonably quickly the professional classes 
will find difficulty in survival. The loss of their impar- 
tial, highly-skilled and very necessary services would 
indeed be a tragedy. 


June 1955. Report of the Royal Commission on 
the Taxation of Profits and Income published: 
Paragraph 70: The principle of superannuation relief 
appears to us unexceptional. . T 

Paragraph 75: In our view the system must go for- 
ward. We do not wish that it should go back and that 
superannuation relief should be abolished, even if it 
were practical politics to think of doing so. Conse- 
quently we endorse the recommendations of the major- 
ity of the second T'ucker Committee that are contained 
in Chapters 6 and 7 of the Committee’s Report. The 
proposals that they make would have the effect of 
offering an analogous relief to all those classes of earners 
who are at present denied it and they commend them- 
selves to us as required for the sake of an equitable 
distribution of the tax burden between different tax- 
payers: and we do not think that the case for them is ° 


, displaced by whatsis said in the Reservation as to Chap- 


ters 6 and 7 which is made by the minority of the 
Committee. 
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~ WEEKLY: NOTES 


The Scottish Institute’s Examinations 


The results of the December 1955 examinations of 
The Institute of Chartered Accountants of Scotland, 
now announced, show that 121 candidates have 
qualified for the Institutes Final examination 
certificate. l 

- The John Munn Ross Prize, for the candidate for 
the Second Division of the Final examination in 
each year whose te marks over both the First 
and Second Divisions are the highest, was awarded. 
to Mr Robert Christie Liddle, of Glasgow. The 
Guthrie Prize for the successful woman candidate 
for the Second Division of the Final examination in 
' each year whose egate marks over both the First 


_ and Second Divisions are the highest, was awarded to th 


Miss Sybil Marion Robson, of Edinburgh. 

The Albert J. Watson Prize for the candidate who 
obtains the highest number of marks above a certain 
minimum at each diet of the First Division of the 
Final examination was won by Mr Nicholas John 
Foley, of London. The: Sir William McLintock 
Prize in two parts for the two candidates who obtain 
the highest and second highest number of marks 
. above a certain minimum at each diet of the Second 
Division of the Intermediate examination, was won by 
Mr James Rodney Wallace, of Stirling, and Mr James 
Allan Denholm, of Glasgow. The Helen Somerville 
Prize for the woman candidate who obtains in each 
year the highest marks in the Second Division of the 
Intermediate examination, was won by Miss 
Isobel Rosemary Richmond, of Glasgow. 

The names of the successful candidates in the Final 
and Intermediate examinations (Second Division) 
appear elsewhere in this issue. 


Agreement not to Deduct P.A.Y.E. 


An interesting case arising out of P.A.Y.E. was 
recently decided in the een’s Bench Division 
(Philson and Partners Ltd o Moore), (The Estates 
Gazette, January 28th, 1956). Plaintiff was a small 
` company employing three directors only. In January 
1953 these three, of whom the defendant was one, 
orally agreed on an accountant’s suggestion that 
the company would make no P.A.Y.E. deductions 
' from the ies of the directors, who would them- 
selves pay their tax direct to the Revenue later. 
No deduction from Mr Moore’s salary was made from 
that date until he left later in 1953. Afterwards the 
Revenue claimed the tax from the company, who 
paid it and now brought proceedings to recover it 
from Mr Moore. 

It was submitted on defendant’s behalf that if 
there was an agreement (which was not admitted) it 
was contrary. to law and unenforceable. It was also 
- inconsistent with the company’s claim, which implied 
that the defendant had requested, the company to 
. pay the tax on his behalf. In his judgment, Harman, J., 


had all given evidence of the ment, while the 
defendant had not given evidence denying it. 
Defendant knew perfectly well that the agreement 
was that he should draw {60 a month without any 
P.A.Y.E. deduction, and settle up with the Crown 
at the end of the year by direct payment. The com- 
pany was entitled to succeed on that agreement. As 
its claim had been amended after the case was 
opened, he made no order as to costs. 


The Guillebaud Report 


The long-awaited report on the present and pros- 
pective cost of the National Health Service was 
published a few days ago.! The committee producing 
the report was set up nearly three years ago under 

e i ip of the Cambridge. economist, 
Mr C. W. Guillebaud. They have relied for their 
analysis of the burden of the Health Services, dn 
terms of real resources, on a Memorandum produced 
under the aegis of the National Institute of Economic 
and Social Research. This memorandum shows that 
expenditure on the Health Services absorbed a 
smaller proportion of the gross national product in 
1953-54 than in the first full year of operation of 
the scheme. It is understandable, therefore, that the 
committee’s main conclusion is that it would be 
premature, at this point of time, to make any 
fundamental alteration in the structure of the Health 
Services. They consider that what is most needed at 
the present time is a period of stability in order that 
the various authorities concerned can plan ahead 
with the knowledge that the foundations on which 
they are building are firm. 

The committee point out that the aim must be to 
provide the best service possible within the limits 
of the available resources allocated to the Health 
Service, the level of which must be decided by the 
Government. The point is made that there is no 
evidence of widespread extravagance, but on the 
subject of hospital finance the committee have 
reported against block grants: and the carrying- 
forward of unspent balances. The report calls for a 
system of departmental costing in hospitals as an aid 
to economy. A recommendation about the desirable 
level of capital expenditure in the hospital service is 
put forward. The committee suggest that, if the 
resources can then be made available, £30 million 
annually would be a deajrable level at which to aim in 
the seven years after 1957-58. 

No new charges on patients are proposed and the 
committee look forward to the removal of most of the 
existing charges. The majority recognizes, however, 
that before the existing charges-are abolished, the 
outstanding needs of the Health Service should be 
considered. But there is one exception—the more 
immediate modification of the charge for dental 


e treatment (but not dentures) is proposed. 


said that the other two directors and the accountant 4 Cmd. 9663. H.M.S:O. or, 
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The Minister of Health has given a favourable 
reception to the report but he has pointed out that the 
Government cannot undertake any additional financial 
commitments for the Health Services at the present 
time. 

Bank Chairmen on the ‘Squeeze’ 

As would be expected, the season of bank chairmen’s 
statements has been occupied by comments on the 
Government’s current deflationary policy. In speeches 
available so far, there is general agreement on the 
need to curb inflation, but within that broad approval 
of policy, there is a good deal of difference of opinion 
as to what the Government should have done in 
the last 12 months and what the exact effects of its 
policy are likely to be. 

Mr A. W. Tuke, of Barclays Bank, has emphasized 
that the burden of restriction has been borne so far 
by the private sector and that this fact has limited 
the efficacy of the Government’s medicine. He would 
. have preferred to see a cut in Government expendi- 
ture both for its effect on spending as a whole and 
as an indication from'the Government that it was 
determined to fight inflation with all available 
weapons. Sir Eric Carpenter, Williams Deacon’s 
Bank, has had a good deal to say about the burden 
of taxation and the importance of allowing the public 
to develop habits of thrift so that saving is done 
primarily by the private sector of the economy. 

Mr David J. Robarts, of the National Provincial 
Bank, is of opinion that arbitrary controls and 
restrictions of bank credit only cover up symptoms — 
and do not cure inflation. He thinks it important to 


reduce the demand for credit which is linked with 


high Government expenditure and a high level of 
public consumption. Since 1937, he points out, 
Government expenditure has multiplied by about 
5 times while bank advances have little more than 
doubled. Lord Aldenham, of the Westminster Bank, 
thinks that the key problem for 1956 is whether 
wages and prices will rise faster than output. He sees 
in such a possible danger a prospective inability to 
compete in export markets. 

Lord Harlech, of the Midland Bank, has said that 
monetary management alone cannot maintain both 
full employment and the purchasing power of the 
currency. If full employment and purchasing power 
are to be secure, important changes must take 
place in ideas and behaviour. Although full employ- 
ment was expected as the major end of economic 
policy, this should not be allowed to mean that every 
man’s present job was guaranteed. He has also put 
in a plea for a revival of personal responsibility in 
observing collective agreement on terms of em- 
ployment. i | 

On the whole, the bankers have followed other 
organizations of recent weeks in putting pressure on 
the Government to reduce its expenditure as a 
gesture towards decreaging the strain on the nation’s 
resources of materials and*man-power. It is to be 
noted that some of the recent symptoms of increasing 
success in the deflationary policy (the shorter working 
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week by certain companies in the motor-car industry 
is an outstanding example of this) have rather over- 
taken some of the chairmen’s statements. Sir Oliver 
Franks, chairman of Lloyds, has emphasized that 
the way to reduce inflation is to attack deposits as a 
whole and not only advances — in other words there 
should be a share of the burden carried by the public 
as well as by the private sector of the economy. It 
would be interesting to see what this trend of events 
might have done to the chairmen’s speeches if they 
could have been redrafted and given in February 
instead of January. 


Customs and Excise Report . 


The report of the Commissioners of Customs and 
Excise for the year ended March 31st, 1955, states 
that the general improvement in the economie 
climate in 1953 was continued throughout 1954, 
causing an increase in consumer demand which was 
reflected almost throughout the whole field of in- 
direct taxation. The yield from most individual 
heads of revenue was higher than in the previous 
year while several heads yielded more duty than in 
any previous year. The most outstanding increases 
were of £424 million from purchase tax, and £23 
million from tobacco duty. 

Purchase tax reached the record yield of £342 
million. There was an increase in value of the whole- 
sale turnover of chargeable goods (other than goods 
subject to ‘D’ schemes) from {£650 million to £790 
million — exclusive of tax. The chief increase, as in 
the previous years, was in motor-cars and durable 
household articles, including wireless and television 
sets. In these latter, and in motor-cars, the increase 
in trade was some 25 per cent; in gas and.electric 
appliances it was more than 50 per cent. The 
removal of hire-purchase restrictions in July 1954 
played some part in the increase; it remains to be 
seen how the reimposition of restrictions in February 
1955 will effect purchase tax yield. 

Tobacco yielded an all-time record figure of £650 
million. During the year there was an improvement 
in supplies of leaf from dollar sources which brought 
cigarette supplies nearer to demand and produced an 
increase in distributors’ stocks, Deliveries out of 
bond for consumption in the United Kingdom were 
over 223 million pounds, against about 215 million 
pounds in the previous year. [he scheme under which 
State pensioners receive relief from some tobacco 
duty costs 2s 4d per week per pensioner, and the 
total cost rose from £138 million in 1953-54 to 
£14°6 million in 1954-55. 

The report shows that more whisky and gin were 
drunk during 1954-55, without any appreciable fall 
in the consumption of other spirits. The decline in 
the imports of spirits in earlier years was arrested. 
The total spirit consumption rose from 10} million ` 
proof gallons to 11$ million gallons. Scotch whisky " 

¿production was ap million proof gallons, against 
28 million gallons in the previous year, with a 
corresponding increase in maturing stocks. 
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FINANCE AND COMMERCE 


The stock-markets continue to reflect public doubts 
on the economic front. The impact of the credit 
squeeze and of higher wages and costs on industrial 
earnings is checking fresh equity investment. New 
issue activity is bringing keen competition for invest- 
ment funds 


Staffordshire Potteries 


The accountancy profession is well represented on 
the board of Staffordshire Potteries (Holdings) Ltd, 
` whose accounts we reprint this week. Three out of the 
six directors are members of the Institute: Mr S. R. 
. Ho 
A B. Snow. 

These are the first accounts of this group of pot- 
tery-making companies that became so incongruously 
joined with a group ing aluminium hollow-ware 
etc. in the holding company, South Western Indust- 
rial Corporation. The marriage did not work out. It 
was not long before it was realized that it ought 
never to have taken place and Mr Hogg was called 
in to advise and put through a segregation scheme 
that divorced the two dissimilar lines of business and 
gave the Corporation shareholders direct interest in 
each instead of through the Corporation holding 
company. 

Staffordshire Potteries (Holdings) dates from 
January ist, 1955. The accounting period of the 
subsidiaries it acquired is June 30th and it was 
decided that the holding company’s accounts should 
be made up to the same date. The group’s accounts 
are therefore for six months but incorporate in 
consolidation the subsidiaries’ profits for the full 
year in the manner which will be seen in the reprint. 


‘Dove’ Transport 


Among the points to which shareholders’ attention 
is drawn is the statement of fixed assets at £318,928 


as compared with £406,592 at June 1954. It was part . 


of the segregation scheme that {go0,o0o should be 
Se fixed assets in the older companies and 
the Board are satisfied that fixed assets are now 
‘reasonably valued’. 

Goodwill, it is further pointed out, represents the 
difference between the Book value of net assets 
acquired after this writing-down, and the cost of the 
shares, i.e. the nominal value of the shares issued by 
the, holding company. The goodwill item, states 
MriHogg, represents in effect, the very high earning 
capacity of two companies in the group as compared 
with the capital they employ. 


‘The pictures provided with these accounts include ` 


one.of the day nursery playroom, an amenity for 
employees which in these days of married women in 
industry is now almost a ‘must’, and one of “The 
group's timesaver’, a De Havilland twin-engined 
Dove aircraft. If this were a trans-Atlantic concern, 


, the chairman, Mr R. A. Harding, and Mr 


there would probably be photos of the company’s 
air personnel. 

The company’s headquarters are in fact located at 
Meir Airport by Stoke-on-Trent, just on 150 miles 
from London, and there can hardly be a business 
administration so well situated for fast transport to 
all parts of the country. We understand the record 
time for the journey to Central London, via Elstree, 
is oo minutes. A third hanger at Meir is now to be 
equipped as a further mass production pottery unit. 


Employee Investors 


‘Accountants are not infrequently asked to advise on 
the preparation of schemes whereby employees may 
have a financial stake in the business they serve, and 
a background of knowledge of what has been done 
in other cases can be extremely useful. The latest 
to make its appearance publicly is the Employees 
ridin alia Carat Stock of the Morgan Crucible 
Company which will begin to operate in April. 

This security, as its name indicates, places the 
employee in the position of creditor of the company 
but with a participation right also gives an element 
of profit-sharing. 

_ For the time bane: the stock to be issued is limited 
to £200,000 and the scheme will run for an initial 
period of five years. The company has some 5,000 
employees of whom about 4,000 will initially be 
eligible to take up the stock, two years’ continuous 
service being one of the nec qualifications. 
Issues of the stock will be made quarterly, the first 
application must be for a minimum of f10 but 
e applications may be for £1 or any multiple 
of £1. 

Those employees who want a buy-as-you-earn 
system for the purchase of stock by deduction from 
wages are advised to join the savings scheme operated 
by the company through the Trustee Savings Banks. 


5 Per Cent Plus 


The stock carries a fixed rate of interest of 5 per cent 
per annum payable half-yearly. To this may be added 
annually participation interest at a rate equal to one- 
half of the Ordinary dividend rate in excess of 5 per 
cent and this at the present time means an extra 2} 
per cent, 

The size of individual holdings depends on length 
of service. Employees with less than 20 years’ service 
are limited to £500 of the stock; 20 years but less 
than 30, £750; and 30 and over, £1,000. Stock is not 
transferable except to persons approved by the com- 
pany. If an employee-holder dies, his personal 
representative may on completion of formalities 
surrender stock Jor cash. Where stamp duty is 
@nvolved, the company will pay. 

A particular point of note is that while the stock is 
designated ‘loan’ stock, holders apparently will not 
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enjoy the = riority in a liquidation which might 
be expect d Ín the event of a liquidation, the 
ak stock vil be repayable at par after payment or 
satisfaction of all liabilities and after repayment 
of the preference capital and accrued preference 
dividend. 

As we have said, it is useful to share other people’s 
experience, and in this company’s case there is an 
experience of profit-sharing going back 100 years. 
And the company itself has learned by experience. 
There was one scheme designed to encourage 
employees to save which added a 20 per cent gift from 
the company to the employee’s savings up to {20 
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in any one year That was too easy. The right to 
withdraw savings made it possible for the same {20 
to be used each year to qualify for the company’s 20 
per cent addition. ` 


Money Market 
Applications for Treasury bills on January 27th 
totalled {390,130,000 against £387,325,000 the 
previous week. At a maintained bid of £98 19s 8d 
the market obtained 51 per cent of requirements 
compared with 45 per cent the week before and the 
average rate was {4 LG 497d per cent against 
£4 1s o2d per cent. This week’s offer is £250 million. 





STAFFORDSHIRE POTTERIES (HOLDINGS) LIMITED AND ITS SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT OF THE HOLDING COMPANY FOR THE SIX MONTHS ENDED JUNE 30th, 
i985, AND OF THE SUBSIDIARIES FOR THE YEAR ENDED THAT DATE (See Note below). ' 


PROFITS OF SUBSIDIARIES FOR THE YEAR ENDED JUNE 30th, 1955, LESS EXPENSES OF THE HOLDING £ £ D 
COMPANY FOR ae Si rene ESEE THAT RATE before SEN the ett, set out atid Le 


Taxation 
Deduct: 
Depreciation of Fixed Assets 


sp 216,389 


i Emoluments of Directors of the Geen Company for the six months ended June 30th, 1955 


Fees = 
Other Emoluments for executive services. 


Auditors’ Remuneration a ie a 
Interest Payable 
On Unsecured Loan Stock (from January Se Ge 
On Debentures of a Subsidhary ae 
On Bank Ovardrafes . 
On Loans from former Holding Company ` 


PROPIT POR THE YPBAR BEFORE CHARGING TAXATION 
Taxation 


Profits Tax 
Income Tax based on profit for the year 


NET PROFIT FOR THE YEAR, divided as below 


PROFITS OF SUBSIDIARIES ATTRIBUTABLE TO THE SIX MONTHS ENDED DECEMBER 3iet, 1954, being 


the period ie? to acquisition by the Holding Company 
(£83,744 Taxation £43,207, net £40,537). 


Paid as a Dividend, fess apne ZS by a SE to Its ee SE Company.. 


Retained by the Group.. 


2 e oF 


£40,537 


TS FOR THE SIX MONTHS ENDED JUNE 30th, 1955, carried down 


222 fess Taxation £41,972, net £43,250). 
Delt with In the Accounts of the Holding rey 
Dealt with In the Accounts of the Subsidiaries 


PROFIT FOR THE SIX MONTHS ENDED JUNE 30th, 1955, brought down 


Ce 
By Subsidiaries: 
Amount written off Goodwill 


Amount transferred to Sinking Fund for Redemption of Debentures. 


By the Holding Company: 


Preliminary and issue emes and Stamp Duties written off . 


September 30th, 1955 


; Amount transferred to Reserve for Redemption of Unsecured Loan Stock . bop oe 


10,899 


, Amount transferred to Fund for Redemption of Preference Shares In respect ‘of shares redeemable on or before ~ 


Dividends, less Income Tax, Se tha six mene ended ER SEN 1233: i S 


On Preference Shares e Ss P ; 
On Ordinary Shares: 


BALANCE CARRIED FORWARD we se es te T 


interim at the rate of 15 per centper annum, pald September 23rd, 1955 Ss Kg 


H ae 





Tom Staffordshire Potteries (Holdings) Limited was Incorporated on January Ist, 1955, and acquired Its Subsidiaries (all wholly-owned) as from 
ate, 


EN 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Overdraft: Treatment of Holiday Money 


Sir,~I should like to offer my opinion on the 
question of the treatment, in a balance sheet, of holiday 
moneys due to employees. (January 28th issue.) ` 

It seems to me that the most satisfactory method 
would be to show the accrued liability to employees 
under an entirely separate head, as say, ‘Employees’ 
holiday fund’. The appropriate bank balance should 
then be shown as a separate asset and designated, 
‘Balance at bank: employees’ holiday fund ac- 
count’. 

Apparently the amount involved is substantial and, 
provided the relevant items are properly presented, 
it should be obvious that the two items cancel each 
other. 


Yours ee 
Romford, Essex. . STANLEY. 


Register of Members: Trusts 


SR, — As a secretary to a trust corporation I can 
inform your correspondent “I” (January 21st issue) 
that my company acts as holding trustee for the 
investments of a considerable number of religious 
charities. In the majority of cases these investments 


were held previously by personal trustees in joint 
accounts. 

We experience no difficulty in having investments 
designated. Admittedly most of them are in Govern- 
ment stocks. For some of these we are now into the 
double designation letters of ‘FA’ and onwards, 
having worked through A to Z, AB to AZ and so on. 

For other types of investments I cannot recall 
that any company has refused to designate when 
requested to do so. If it did we should overcome the 
difficulty by coupling the name of a personal trustee 
with the name of the trust corporation which would 
have the effect of making it a joint holding. 

I fail to see the validity of the claim that a company 
which accepted the bank’s request to designate a 
holding is carrying out part of the bank’s trustee 
work. Before the bank acted as trustee it is possible 
that the shares were held by personal trustees whose 
names would have been recorded in the company’s 
register as joint shareholders. These accounts have 
been transferred to designated accounts, but would 
this subsequently increase the work in the registrar’s 


office? 
Yours faithfully 


Cobham, Surrey. | LESLIE TODD, F.c.1.8. 


NOTES AND NOTICES 


Personal 


Messrs Turquanp, Youncs & Co, Chartered 
Accountants, of Colombo, Ceylon, announce that 
Mr Rowan JAMES BARROW, A.C.A., who has been 
associated with Turquand, Youngs & Co, in England 
and Argentina for many years, has been admitted a 
partner of the Ceylon firm as from January Ist, 1956. 


Messrs CoLLETT SMITH & Co, Chartered Account- 
ants, of 20 Wormwood Street, London, EC2, 
announce that, as from February ist, 1956, they have 
taken into partnership Mr P. A. ELLIOTT, B.A., A.C.A. 
The practice will be carried on at the same address 
under the style of CoLLETT SMITH, ELLIOTT & Co. 


Messrs Howarp SMITH, THOMPSON & Co, 
Chartered Accountants, announce that they have 
moved from rr Waterloo “Street, Birmingham, 2, 
to Beaufort House, 96 Newhall Street, Birmingham, 
3. Telephone: Central 5682. 


Messrs HEREWARD, Scott, Davies & Co, Chartered 
Accountants, of 3, St Helen’s Place, Bishopsgate, 
London, EC3, announce that they have recently 
opened a branch office at 33 High Street, Barnet, 
Herts, and that they will shortly be opening a branch 
office at 16 High Street, Harpenden, Herts. 

Messrs Cookson, TopHam & Co, Chartered 
Accountants, formerly of 24 Mosley Street, Maa- 
chester 2, announce that on January r1gth, 1956, 
they moved their offices to Midland Bank House, 
26 Cross Street, Manchester 2. Telephone: Black- 
friars 7192-34. 

Messrs Ensor, Son & GouLt, Chartered Account- 
ants, of 30 Museum Street, Ipswich, and Bury St 
Edmunds, Felixstowe and Woodbridge, announce 
that as from January 1st, 1956, they have taken into 
partnership Mr Max Henry , A.C.A, who 
has been a member of their staff for many years. The 
name of the firm will remain unchanged. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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In Parliament 
BANKRUPTCIES 


Mr Owen asked the President of the Board of Trade 
to make a statement on the number of bankruptcies 
during 1955. 

Mr P. THORNEYCROFT: In 1955 there were 2,163 
bankruptcies, as compared with 2,176 and 2,222 in 
1954 and 1953 respectively. 

Mr Owen asked the President of the Board of 
Trade the number of bankruptcies in the clothing 
industry during 1955. 

Mr P. THorneycrort: Thirty-two; EE 


Tailors .. Si py Së . e. ES 
„Dressmakers .. sé T .. 8 
Other garment manufacturers Y = sa “EE 
Boot and shoe manufacturer a D vs 2 
Boot and shoe repairer e a Ja ze d 

32 


Hansard, Jan. 26th, 1956. Written Answers. Col. 42. 


SCHEDULE A: New RATING VALUATIONS 
Captain PILKINGTON asked the Chancellor of the 


Exchequer whether he will make a statement regard~ 


ing the effect of the new valuation of property on 
Schedule A payments. 

Mr H. Brooke: The new rating valuation which 
comes into force in England and Wales next April 


can have no effect on the existing Schedule A’ 


assessments on property without specific legislation. 
The Royal Commission on the Taxation of Profits 
and Income made certain recommendations in its 
final report, but my right hon. friend has not yet 
completed his consideration of the matter. 


Hansard, Jan. 26th, 1956. Oral Answers. Col. 355. 


- Taxation Course 


Readers are reminded of a course consisting of 
seven lectures at the Kingsway Hall, London. Th 
course will commence on Monday, February 6th, at 
6.15 p-m., the lecturer being Mr Percy F. Hughes, 
AS.AA., F.C.LS., assistant editor of Taxation. 

Details of the lectures were given in the January 
14th issue of The Accountant. 


The Accountants’ Christian Fellowship 
A meeting for Bible reading and prayer will be 
held next Monday, at 6 p.m., in St Mary Woolnoth 
Church, King William Street, EC3. Members, friends 
and non-members will all be welcome. 


London and District Society of Chartered 
Accountants 
At a meeting of the London and District Society of 
Chartered Accountants, to be held next Tuesday at 
6 p.m., in the Oak Hall of the Institute, Mr Frank G. 
Woollard, M.1.MECH.E., M.I.PROD.E., M.LI.A., M.S.AE., 
will speak on ‘Automation -a general review’. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: . 

Monday: Visit to a trial at the Old Bailey (limited pao: 

5.30 p.m. at the Institute: Lecture on ‘Equitable 
apportionments’ by Mr R, J. Carter, B.COM., F.C.A. 

Tuesday: Visit to Ford Motor Works (limited party). 

Wednesday, 5.30 p.m. at the Institute: Post- Intermediate 
Course lecture on ‘Changing price levels and accounting 
— the balance sheet’ by Professor W. T. Baxter, B.COM., 
C.A., Professor of Accounting, University of London. 

Friday, 5.15 p.m. at the Institute: Introductory Course 
lectures on (1) ‘Records leading to the items in final, -s 
accounts’ by Mr F. R. Porter, F.c.a., A.C.W.A., and (2) 
‘Partnership law’ by Mr P. W. "Medd, Barrister-at-Law. 

7 p.m. at Chelmsford: Lecture on ‘Income tax losses” 
by Mr H. W. May, B.A., A.C.A. 

Saturday, r0 a.m. at Bedford: Lecture on ‘Company law, 
bankruptcy and deeds of arrangement’ by Mr S. G. 
Maurice, Barrister-at-Law. 

Badminton v. University College. 


Our Weekly Problem 


ANSWER TO No. 105: Mrs Garg Greng - 
If the scores for the three rubbers were x, y and z Mrs 
Sidate lost «+y+2; Mr Sidate won y+z—as Mr Ravel 
won x—y+s 
Se AEA TA A 

and x—y+2z=#(y+2r~—x 

from which x=2y and z= EM 

Thus x: y: 3=2:1:5 

Mrs Sidate’s loss was a multiple of 8. As she produced 
two ros notes her loss was 16s. The rubbers were, therefore, 
Ap, 2s and ros, the middle one being won by Mrs Ravel and 
Mr Sidate. 

Another problem will appear in next week’s issue. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or FEBRUARY 5TH, 1881 
Leading article entitled 
Tue SOCIETY op ACCOUNTANTS IN ENGLAND 
As our readers will see by report published else- 
where, a special meeting of the members of the 
Society has been held with the view of settling certain 
matters incident to its dissolution. The upshot is, 
practically, that the available assets will be divided 
amongst the members in shares proportionate to the 
regate amount of entrance fees and subscriptions 
paid by them. 


MOTOR —— FIRE —~- CONSEQUENTIAL LOSS 


CAR & GENERAL ous LP 


83 PALL MALL, LONDON, SWi S 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in December 1955 
FINAL EXAMINATION 


(Second Division) 


As a result of the examination held on December 12th, 13th, 14th, 


15th and 16th, 


1955, the undermentioned 125 candidates passed the Second Division of the 

Institute’s Final Examination. Their names appear in alphabetical order and are 

followed by the names of the firms of the masters to whom they were indentured 

or assigned, an asterisk indicating a candidate who qualified for the Institute’s Final 
examination certificate. 


*Adam, I. W. (Robertson & Brown aus: 

* Aitkin, J. (Richard e & Co), Edinburg 

*Ariyanayagam, D. C. (Mann, Judd, Goer & Co), Glasgow. 

*Baker, W. O. (Peat, Marwick, Mitchell & Co), London. 

*Bannerman, E. W. (Thomson McLintock & Co), Glasgow. 

*Barnetson, W. R. (G. K. Johnston & Smillie}, Edinburgh. 

*Beat, D. MacD. (McIntyre & Rae), Dundee. 

Beattie, Kr C. (A. S5. Carson & Trotter), Dumfries. 

“Bernie, W. W. (Russ, Ferguson & MacLennan), Glasgow. 

iggart C. M. (Robertson & Brown), Glasgow. 


*Black, G. (Hardie & Rowan), Greenock. 

*Blake, I. H (W. A. Wighton & Crawford), Edinburgh. 
*Bone, R. D. Reh Fullarton & Co), Saltcoats. 

*Boyd, J. M. (Kerr, MacLeod & Macfarlan), Glasgow. 

*Boyle, SCH A. John E. Watson & Co), Glasgow 

*Bryson, A. Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
*Burrell, D. W. . (Rolland & Pomphrey), Glasgow. 


*Caio, R, FL C. (Mackie & Clark), Glasgow, 

*Cameron, A. G. (Moody Stuart & Robertson), Dundee. 

*Cameron, J. P. (Kerr, MacLeod & Macfarlan), Glasgow. 
Campbell, J. McL. (Downes & Stewart), Glasgow. 


*Carey, J. G. (Fraser, Lawson & Laing), Glasgow. 
*Clark, A. D. (Henderson & ie), undee. 
*Clow, J. C. (Paterson & Steel), Glasgow. 


*Colthart. R. A. (J. W. & R. N. Oswald), Edinburgh. 
: omson McLintock & Co), Glasgow. 
*Cowan, J. S. ( reenhill, Huie & Clapperton), 

*Crole, C. A, (Chiene & Tait), Edinb 

*Cumming, J. A. (A. & ee, 
*Currie, J. F. (Rolland “Pomphre 1 Glasgow 

*Cutt, R. T. (A. T. Niven & j. Edinburgh: 


*Darwin, P. W. (Moores, Carson & Watson), London. 


*Davidson, G. McG. (Henderson & L ie), Dundee. 
*Douglas, D. O. (Robert G. Morton & Son), Edinburgh. 


*Edwards, G. K. (Boyack, Whitelaw & Aitchison), Edinburgh. 
Sr daa Ma S ee Judd, Gordon & gek SES 


*Cochrane, A. B. WER: Macfarlane & Co), Glasgow. 


Edinburgh. 


*Fisher, N A William Bishop & Co), Edinb KE 
ee de E (Miller, McIntyre & Gellatly), Dundee. 
*Flett, G. (Parlane McFarlane), Glasgow. 


*Frame, w 'ilson, Stirling & Co), ‘Glasgow. 
*Frost, K. (Graham, Smart & Annan), Edinburgh. 


*Garratt, J. (Brown, Fleming & Murra ray), London. 
*Garrity, D. (Kelman, Moore & Co), gow. 

*Gilchrist, W. S. E f & Son), Glasgow. 

*Goodwin, J. M. (Davidson, Downie & McGown), Glasgow. 
*Goudie, J. (W. Smith Tait '& McConnell), Glasgow. 


*Gray, G. F. ee Brothers, Alexander & France), Glasgow. 


*Grieve, W. B. (Deloitte, Plender, Griffiths & Co), London. 

Halcro, B. ried Brown & Co), Kilmarnock. 
oe L. (Mann, Judd, Gordon & Co), Glasgow. 
*Hart, I. D. (Wylie & Hisset), Glasgow. 


*He burn, J. R. (Moores, Carson & Varon, Glasgow. ® 
*Holmes, A. C. (john E. ‘Watson & Co), G 
*Howe, SD A. (Hourston, Macfarlane & G Ee 


*Howie, W. T. (Finnie, Ross, Welch & Co), Glasgow. 


*Impey, J. E. (Brown, re) & Murray), London. 
*Tronside, R. A. H. (W. P. & T. . A. Scott), Edinburgh. 
*Jamieson, ` j. (G. K. Johnston & Smi lie), Edinburgh. 
*leffrey, J. C . (McClelland, Ker & Co), Glasgow. 
*Johnston, G. (Henderson & Loggie), Dundee. 


*Keir, J. M. L. 
*Kerr, W. F. 


*Lawrte, W. J. 


omson McLintock & Co), Glasgow. 
. M. Kesson & Co), Glasgow. 


Hunter Smart & Dickison), Edinburgh. 

. R. Flockhart & Grant), Aberdeen. 

Wer (Russ, Ferguson & MacLennan), Glasgow. 
er D. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 


*McDerment, J. G. (Galbraith, McEwan & Co), Ayr. 
*Macdonald, H. L. (A. & J. Robertson), Edinburgh. 
*McGaw, A. (Smith & Williamson), Glasgow. 

*McG r, R. W. (Martin, Currie & Co), Edinb 
*Mellvride, R. E. ( ickson, Middleton & Co), Stirling. 
*MclInally, H. F. (Alexander MacLean & Co), Dundee, 
*Mcintyre, D. R. (Mackie & Clark). Glasgow. 

MacLuskie, R. B. (Watson McCarroll & Co), Glasgow. 
*Macmillan, A. T. (Graham, Smart & Annan), Edinburgh. 
*Maguire C. J. (Cole-Hamilton & Dunley), Glasgow. 
*Marr, W. D. omas Kelly & Co}, Glasgow. 

*Marshall, D. P. (Kirk & Johnston), Glasgow. 

*Martin, J. L P. ee & Moll eson), Edinburgh. 
*Miller, D. C. M. McNaught & Co), Glasgow, 
*Montgome . H. (A. & J. Robertson), Edinburgh. 
*Munn, W. Harold Sinclair & Blair), Glasgow. 


*Nethery, A. W. (Brodie, Burna & Anderson), Glasgow. 
*Newlands, S. (Todd & Gordon), Glasgow. 
*North, M. (Greenhill, Huie & ‘lapperton), Edinburgh. 


*Paton, J. M. (Moody Stuart & Robertson), Dundee. 
*Perkins, I). S. (John E. Watson & nes Glasgow. 
*Puckridge, M. M. (Jas. A. Jeffrey & Co), Aberdeen. 


oneal A. M. (Russ, Ferguson & Lone Gk Glasgow. 
*Riddell, R. (Russ, Ferguson & MacLennan), Glasgow. 
*Riddell, W. J. H. (Henderson & Loggie), undee, 

*Robb, T. (Chien & Tait), Edinbu 

‘Robson, S M. (Wallace  Somervil e), Edinburgh. 
*Russell, T . Reid & Mair), Glasgow. 


*Saffer, N. ee e Glen), Glasgo 

*Scott, A. D. (W. P. & J. A. Scott}, J Edimburg: 
*Shaw, J. (Stewart Gilmour), Ayr 

*Simona, L. (F. D. See & ‘Coy, Glasgow. 
*Snedden, D. K. (William D. And TES aoe 


*Soave, B ee & Lo 
*Spears, C een Judd & Sch London, 
*Spence, W . St. SE , (Wylie & Hutton), Edin 
*Spurgeon TL N. (Jackeo Taylor, Abernethy & Co), London. 
*Stark, J. owden & Molleson), Edinb 
*Stewart, A. D. Q. & R. Morison & Co), e 
*Stewart, C. p iller, McIntyre & Quit, Perth. 
*Stewart, D. D. (Kerr, MacLeod & Macfarlan), Glasgow. 
*Stewart, J. W. E: ton Eddy & Rowand), London. 
€ 


February 4th, 1956 THE ACCOUNTANT 131 
*Storm, W. (Todd E Gordon), Glas *Wallace, W. (Wm. Home Cook & Co), Edinburgh. 
*Sturges, J. > (eats Marwick, Mitchell. & Co), London. “Wallace. W. (Reid & Mair), Ge 
*Sutton, J. R. ML CT homson MeLintock & Co), London. *Watt, A. M. (A. G. Murray & Co), Edinburgh. 
Sore a by J, (Peacock & Henry) priya Së, 
*Taylor, G. L. (Moores, Carson & Watson), Glasgow. Es oug Alexander Sloan ra gh 
|{Thom#on, D: (Andrew J- Dobbie & Co), Edinburgh. *Wilton, J. B. en eae EE 
oi, London. , ’ 


ane J. M. (Finnie, Ross, Welch & 





i Foster, D. F. (C. J. Weir & Co), London, 


Galbraith, J. D (Dunn & Todd}, Helensburgh. 
Gourdie, D. H. (John Thorburn Jun. & Co), Glasgow. 


*Vincent, J. D. (Peat, Marwick, Mitchell & Co), London. 


did not complete the examination. 


Souden, J. (Howden & Molleso 


*Wright, N. P. (Nelson, Gilmour, Scott & Co), Glasgow. 
*Yuile, W. (E H. Stanley Craig & McIntyre), Glasgow. 


| The undernoted 16 Service candidates were awarded passes in some papers but 


| 


Aitkenhead, T. (Thomson McLintock & Co), Glasgow. E G. L. (W. M. Berrie), Edinburg 
, | Auld, T. C. (Mann, Judd, Gordon & Co), lasgow. Millar, A. D. (Davies, Lochhead & Co), Glee. 
, Cochrane, D. C. (Miller, McIntyre & Gellatly), Dundee. Pollock, D. A. (Mcr icol, Broadfoot, Parry & Co), Glasgow. 
| 

Reynolds, C. D. (Thomson McLintock & Co), London. 
E e er Se EE Glasgow. Ritchie, C. W. S. (Hourston, Macfarlane & Co), Glasgow. 


n}, Edinburgh. 


Tottenham, M. L. (Brown, Fleming & Murray), London. 


INTERMEDIATE EXAMINATION 
(Second Division) 


Wyllie, I. L. J. M. Wyllie & Co),-Hamilton. 


As a result of the examination held on December (Sch and 16th, 1955, the under- 

mentioned 184 candidates passed the Second Division of the Institute’s Intermediate 

examination; their names appear in alphabetical order and are followed by the 
names of the firms of the masters to whom they were indentured or assigned. 


: Adam, R, A. (Martin, Currie & Co), Edinburgh. 


Donald, W. A. ALE Wyllie Guild & ee Glasgow. 


. Anderson, G. TC. M- (i Gof & ie Ne Glasgow. Donaldson, J. C. (Mitchell & Smith), G 
Anderson, J Ba grr & Loggie), Dundee. Dow, A. G. allace & Somerville), Edinb gh, 
Arone, R L S. (Thomson, Jackson, Gourlay & Taylor}, Drayson, P. A. (Chalmers, Wade & Co), Lon 
Praten; A. D. (Thomson McLintock & Co), London 
Arora, ago. eray Brothers, Alexander & France), ee Dron, R. G. (Nairn, Bowes & Craig), Glasgow. 
Arthur, C C. K. (Allan C. Macreath & Co). G Dryfe, T. Ta MacLeod & Mactarian}, Glasgow. 
Arthur, R. A. (J. R. Flockhart & Grant), A een. l Duncan, J. G. F. (Chiene & Tait), Edin week, 
Ge E Ee E 
Bailey, H. W. (Thomson McLintock & Co), London. u Wei ourston P laagow. 
Balfour, O. L. (Graham, Smart & Annan), Edinburgh. Dunn, P, L. (McKerrell Brown & Gray), urgh. 
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ECONOMY 
THROUGH EFFICIENCY 


HERE can be no economy, DISRAELI once told his 
constituents, where there is no efficiency. ‘This maxim has 

` always had a particular application to the accounting. side 

of industry and commerce and, perhaps, never with more appo- 
siteness than under present-day conditions. The volume and 
variety of records required have grown rapidly, not only with the 
expansion of trade, but also with the development of the national 
social conscience which apparently needs all kinds of statistics 


in order to chart the ordered progress of society. Adequately tame 


measure and chronicle these manifold activities of our civiliza- 
tion, staff in sufficient numbers is needed and, as everyone who 
has to handle the personnel problems of an organization of any 
size knows, there are currently too few suitable applicants chasing 
too many jobs. 

In this connection, the inventions of science — whether for- 
tuitously or by design is an interesting philosophical speculation — 
have come to the rescue. There is on the market today a large 
number of ingenious office machines and gadgets which not only 
demonstrably save human labour but also, it must be admitted, 
in many instances do the same job much quicker and much better. 
The responsibility of planning which of these contrivances to 
use to the best advantage with the staff available remains, however, 
with management and when doing so it is but logical that the 
expert opinion of the accountant or auditor should be sought. It 
is essential, therefore, that in these circumstances every account- 
ant, whether he is in practice or in industry, should understand 
both the merit and the limitations of the many kinds of office 
machines. It is in the special interests of the accountant in industry 
to do so for, in addition to being consulted about it, it is likely 
that he will have to supervise the installation of the system 
eventually chosen. The accountant in practice has also a special 
interest in the proceedings for he may have, as auditor, radically 
to revise his programme of checking if the change in routine 


caused by the new system is sufficiently revolutionary. 


+ 


Our readers, who visit the 1956 Business Efficiency Exhibition 
at Birmingham this month or study the authoritative articles con- 
tained in this special issue — or better still, do both — will doubtless 
be impressed by three characteristics of the office equipment 
industry. The first of these is its complete understanding of the 
basic fact that speedy and accurate documentation of transactions 
is an essential contribution to increasing beth the quality and 
the quantity of a company’s -or a country’s — products. The 
second is the air of confidence and efficiency which is upper- 
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most in the industry itself. The third is the 
adaptability of the individual firms in. the 
industry., 

This last characteristic is EA notice- 
able to those who pay regular yearly visits to 


_ each. exhibition. There is always something new 
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to be seen as well as continuous extensions and 
improvements in the range of existing equipment 
to be observed. If every section of British industry 
were to aspire to similar standards of enterprise, 
then the commercial future of the country would 
be assured for many years to come. 


see COMPUTER MISCONCEPTIONS-II 


by A. C. BAKER, F.I.A., F.F.A., E.G.LI. 
and 
J. M. BENNETT, A.M.1.E.E., B.E., Ph.D., Senior Numerical Analyst, University of Sydney; 
late of London ‘Computer Laboratory, Ferranti Ltd 


. Whilst many accountants employed in the larger industries have been studying 
. electronic computers for several years the subject is still very much of a closed 
= book to many practising accountants. It is hoped that for the former this article 

(the first part of which was published in last week’s issue) will shed new Light 


Programming 
HERE are thrée main aspects of program- 


ming which are relevant. The first concerns” 


the design of the office system to be fol- 
lowed and its breakdown into the separate stages 
of which it is composed. The second concerns 
the actual translation of these stages into a code 
or language which can be understood by the 
computer. The third aspect is of importance 
when changes have to be made to a programme 
some time after it has been prepared. 

The overall design of the clerical system is 
something which can oniy be done by someone 
who knows the requirements of the existing 
system and all the difficuities likely to be met; 
his knowledge of this is based on many years of 
practical experience and this cannot be impartcd 
to someone, with probably a limited knowledge 
of commerce, in a few months. The company 
official, however, will be able to obtain a fairly 
detailed knowledge of the computer’s capabilities 
in a month or two, and this knowledge will be 
indispensible to him in drafting the new system. 

The actual translation of the new system into 
coded programmes of computer instructions can 
probably be carried out efficiently by someone 


who has had at least six months’ detailed expert. 


ence of programming the computer; this pro- 
grammer may be a mathematician, a statistician, 
an accountant or any other person trained to 
think logically and work accurately on problems 
of the chess or crossword type 

It is not possible to lay down the relative times 
which will be required for the detailing of the 


on some familiar statements and that for the latter it will encourage further study. 


plated the. detailing of the system may take 
many times longer than the trans!ation into 


‘code form; if the problem is a sudden require- 


ment of additional statistical information the 
translation into code form may take longer than 
the detailing of the problem. 

The design of the computer and the computer 
system has-a great effect on both parts of the 
work. The computer may be well suited to the 
work under consideration by reason of. its internal 
storage capacity, speed of operation, flexibility, 


and.input and output units, or it may not. The 


computer code may be logical, easy to under- 
stand and apply, or it may be very complex. 
These features are at the centre of the system ` 
and the system depends on them. 

A systems research team of two or three persons 
with the co-operation of a programming team of 
a further two or three persons will certainly be 
required if major office processes are to be trans- 
ferred to computer methods. This team may be 
sufficient if the work can be spread over several 
years, and it is improbable that major changes 
will be undertaken in a shorter time. 

The idea that a system once designed will 
remain static for a long time, and that the diffi- 
culty of programming is, in consequence, of 
small moment, as any additional cost. incurred 
thereby can be amortised over a long period, 
does not bear close examination in the light of 
current practices in this respect. One can expect 
a considerable amount of evolution with’ any 
system and, unless changes are relatively easy 
to make, serious inefficiencies may be allowed to 


problem and its translation into computer code.. persist long afttr they are spotted. 


If a major reorganization of an office is contem- 


As for the idea of standard programmes being 
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produced by computer manufacturers for cus- 
tomers, this philosophy will certainly apply to 
sorting, merging, P.A.Y.E. calculations and a 
few similar operations. However, bonus schemes, 
stores procedures and so on vary sufficiently in 
detail from firm to firm to rule out the use of 
standard programmes, and in the case of jobs 
of this type, it usually takes a shorter time to 
train a member of a firm how to programme 
than it takes to indoctrinate computer manu- 
facturer’s employees into the details of a particular 
commercial system. 

It is interesting to note that the cost of pro- 
gramming checks- for commercial work is, in 
practice, high if no automatic checks are built 
into the computer hardware; it may, in fact, 
amount to several times the cost of constructing 
the unchecked programmes. Moreover, pro- 
grammed checks put up the cost of making 
‘subsequent alterations to a programme, as the 
manner in which these alterations affect the 
checks must also be considered. 

Another consideration affecting programmed 
checks is that most commercial work can be 
‘Checked in detail by a process which is in effect 
a complete duplication — and. Oe effective speed 
i the computer may be halved in this way. 


Cost 

Price Range 
A complete computer system can certainly be 
obtained in the U.K. for under £200,000; at 
the other end of the scale we cannot expect to 
obtain any very useful system for under £30,000; 
a system for cost purposes includes all ancillary 
‘equipment without which it cannot be operated 
effectively.. When expressed as annual outlays 
these range from, say, £50,000 p.a. to £7,500 p.a.; 
to these figures must be added the cost of the 
operating staff which will probably consist of 
about six people, including programmers, what- 
‘ever the size of the installation, and all the 
‘relevant overheads. Data preparation staff and 
‘paper handling staff will be additional to these. 

The costs must be compared with the cost of 
‘staff and machinery which may be dispensed 
with, or assigned other work, as a result of the 
new system, and the value of other features 
which a new scheme would provide, such as 
_ speedier or more complete management informa- 
, tion, must be taken into account. 


_ Spare Capacity 

It is customary in most present-day mechanical 
office systems to keep an adequate amount of 
' spare machine capacity in case of breakdown. As 


e 
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present office machinery is an aggregation of low 
cost units, this need for security is generally 
evidenced by the purchase or hire of more 
machine units than would actually be required 
if all machines were able to work a full eight- 
hour day every day of the week. 

It is submitted that what the office has actually 
done is to obtain a sufficiency of machines on 
the assumption that an average efficiency of some 
70 to 80 per cent may be obtained. American 
computer experience shows that an office may 
work quite satisfactorily with a single computer 
provided that at no time is it expected to work 
over say 70 per cent of its maximum operating 
time. In other words, it is spare capacity and not 
spare machines which is essential. 

In this connection it must also be bone" m 
mind that two-shift computer working is now 
more usual than single-shift computer working. 
even in American offices; this is not merely due 
to the high capital cost gf the machines but 
also to the small operating staff involved. If, 
therefore, only single shift-working is planned, 
the availability of two other shifts in itself offers 
a certain amount of spare capacity. 


General 


Computer and office machinery manufacturers 
at present are only marketing a limited range of 


: machines. These have not moved very far from 


their origins in the scientific or small-scale office 


machinery field. The resulting small amount of 


experience available is perhaps one of the chief 
reasons for the statements which have been 
described here as misconceptions. 

We are now in the fortunate position of being 
able to profit from American experience and one 


Con expect radical changes in the designs being 


offered by U.K. manufacturers in the next few 
years ~ we hope, along the lines indicated in this 
article. 

It will be evident that a high speed office 
computer is not just another office machine. It is 
something which calls for an approach which is 
qualitatively different, not merely from that used 
with current office machinery but also from that 
used with the scientific computers which have 
pioneered the computer field. It is true that 
experience of both current office machinery and 
of scientific computers will assist in a fuller 
understanding of office computers, but it is 
emphasized that the new office tools demand an 
independent study to be fully appreciatéd. It is 
hoped that this article will assist such a study. 


(Concluded. 
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WEEKLY NOTES 


Two eege Reports 


Two distinguished members of the accountancy 
profession, Mr Lawrence W. Robson, F.C.A., F.C.W.A., 


- a member of the Council of the Institute, ‘and Pro- 


fessor R. S. Edwards, B.COM., A.A.C.C.A., were mem- 
bers of the committee which was set up in July, 
1954, under the chairmanship of Sir Edwin Herbert, 
to inquire into ‘the organization and efficiency of the 
electricity supply industry in England and Wales’. 
The report of this committee, the first to make an 
independent review of a whole nationalized industry 
in this country, has just been published.* It contains 
many interesting and constructive comments on the 
financial and accounting structure of the industry 
and we hope to make extended reference to these 
and other aspects of the survey in our next issue. 


~e Another report, issued last week, is that of the 


Comptroller and Auditor-General on the Cou 
Appropriation Accounig (Classes I-V), 1954-55. Here 

in are comments of interest to members of the 
profession ang this report also will be discussed next 
week. 


The A.B.C.C. and the Coming Budget 


As may be expected, suggestions for the reduction 
and rationalization of taxes play a major role in the 
memorandum which the Association of British 
Chambers of Commerce recently sent to the 


Chancellor of the Exchequer in anticipation of his ` 


coming Budget. In the battle against inflation they 
suggest primarily that capital expenditure.. on 
Government projects should be reviewed and where 
possible postponed, that Government current ex- 
penditure be reduced, and that greater encourage- 
` ment be given to personal savings. The tax recom- 
mendations are divided into four groups; those which 
are likely to encourage saving, those which would 
reduce production costs, those which would remove 
anomalies and those which would stimulate pro-. 
duction. 

In the forefront of the first group is the imple- 
mentation of the second Tucker report. ‘This indeed 
bas everything to be said for it; it would -stimulate 
the sa of far more than the actual tax relief. 
The ABE C. think that estate duty is beginning to 
reduce its own yield. They advocate the abolition of 
the assets basis of valuatidh of shares in controlled 


companies — except as a check on the valuations on 


the normal basis — and the adoption of different rates 
of tax on successive slabs of capital, on surtax lines. 
The Royal Commission scheme for overseas trading 
corporations is endorsed. 

In the drive to reduce SE costs, the 
memorandum advocates a reduction of the fuel tax 


1 Report of the Committee of Inquiry into the Electricity* 
Supply Industry. (H.M.S.O. 6s 6d net.) 


aia a critical re-examination of the. purchase tax 
structure. In the field of removal of ‘anomalies’ it is 
recommended that differential rates of profits tax be 
abolished, that the maximum permitted salaries for 
Së tax purposes in director-controlled companies 

e increased to £2,500, and that certain recom- 
mendations of the Royal Commission be imple- 
mented. ~ 

These are concerned with stock valuation, Schedule 
E expenses, residence and domicile, oversea employ- 
ment, and foreign. tax credits. Finally, an increase in 
earned income relief, and a raising of the’ surtax 
exemption DE are asked for. 


Production Control Report 


The report on production control and related works 
statistics, issued recently by a joint committee of the 
Institute of Cost and Works Accountants and the ` 
Institution of Production Engineers set up to study 
problems connected with the measurement of 
productivity, states that if the best British methods 
were applied throughout industry, this country 
would easily lead the world.* 

The committee usefully define aa contro! 
as 

f. . a general term describing all DEE and 
devices used in a producing organization to ensure- 
the completion of the product in the appropriate 
quantity and quality and at a cost and on a delivery 
date previously determined’. 


Works statistics, they suggest, 
*. . . are, in the main, the tools which enable such 
systems and devices to be effectively applied’. 


The committee do not attempt to set out ‘a ready- 
made production control system’ but concentrate, 
instead, on stressing the important part that pro- 
duction control and workshop statistics play, in 
management control; on dispelling mistaken ideas as 
to their functions; on describing the main features 
and statistical returns which should be adopted; and 
on considering the special problems of smaller 
concerns. 

The report is based on 229 completed question- 
naires received from representative industrial firms, 
73 of which had less than 5oo -employees. The ` 
committee are unanimous that production control, 
often until now regarded as a function peculiar to 
engineering plants, should be firmly established as a 
managerial function in all types of industry and 
consider, at some length, the appropriate level of 
authority at which.the control should operate. 


2 Production Control and Related Works Statistics. Issued by 
the Joint Committee of the Institute of Cost and Works 
Accountants and ghe Institution of Production Engineers 
(Sole distributors:. Gee & Co EE Ltd, Ee 
Sr neh post free.) 
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FINANCE AND COMMERCE 


The stock markets appear resigned to two months of 


waiting for the Budget. Mr Macmillan’s recent’speech ` 


has failed to provide any fresh lead and market 
interests are finding a ‘safety valve’ in a switch to gold 
and other mining Rees Home sections of the market 
seem likely to remain subdued. 


A.M.C. Accounts 
Our reprint this week is the balance sheet from the 


accounts of Associated Motor Cycles Ltd. AMC 


makes the Matchless and A.J.S.; and its subsidiaries, 
Norton, James and: Francis Barnett. 

In his statement, Mr S. R. Hogg, F.c.a., touches 
on a point to which other company chairmen have 
drawn attention. Referring to the £50,800 (compared 
with £50,650) for the group’s special bonus for em- 
ployees, he says that however large the amount that 
goes in profit-sharing or bonus, it does not reflect in 
the hourly rate paid for the job. In this respect, the 
company could easily find itself at a disadvantage in 
engaging employees in the ever-increasing competi- 
tion for labour compared with those that pay high 
hourly rates but little or no bonus. So some measure 
of consolidation of bonus into hourly rate may prove 
in the best interests of all concerned. It is also a point, 
of course, in dealing with the trade unions. 

There is an intriguing point in Mr Hogg’s statement 
that the extension of works now taking place is partly 
intended ‘to produce important components which 
are at present purchased by the company from out- 
side sources in a proprietary form —and thus take 
advantage of the considerable economies which this 
will make possible’. Saddles, tyres and lighting 
equipment are normally hought outside by motor- 
cycle manufacturers, but apart from these, one would 
presume the biggest purchase of a proprietary com- 
ponent.would be the Villiers two-stroke engine. 


l Concentration ` 
A certain amount of concentration has been made in 
the 1955 accounts of The Charterhouse Investment 
Trust’ Ltd, a leading financial house and a member 
of the issuing Houses Association. Like many of these 
institutions, it maintains an industrial development 
company which provides capital for and ‘nurses’ 
` businesses to the point where the interest in them can 
be offered to the public. The business extends to 
Charterhouse companies in Australia and Canada, 
but the’ accounts of these have been brought into 
a consolidation with Charterhouse Industrial De- 
velopment and are not given separately as in previous 
years. ` 
But there is still a wide of accounts for 
shareholders’ information: the Investment Trust, 
separately because i it is an investment trust, Industrial 
Gegen ment because, in effect, it is nôt an investment 

e A Japhet & Co, owned by the pauses 


Development but separate because being a bank its 
accounts do not blend with companies not in banking; 
and the North British and General Investment Trust 
(owned by Charterhouse Investment Trust) which 
at present is hardly more than a ‘shell’. The accounts 
section is completed with a list of the Charterhouse 
Investment Trust investments. 

In the case of the Charterhouse Industrial De- 
velopment Company, the business of building 
businesses naturally involves in many cases that the 
companies in the ‘nursery’ become subsidiaries. 
Here again, however, you have a wide diversity of 
the actual businesses involved and exemption from 
consolidation has been obtained. 


Accountants Retire 


Two- notable signatures appear for the last time Onas». 


the report of the auditors to the members of National 
Provincial Bank Ltd: N. E. Wgterhouse and W. H. 
Peat, Chartered Accountants; and so a personal con- 
nection of two generations of accountants extending 
in one case for three-quarters of a century comes to 
an end. 

The chairman of the bank, Mr D. J. Robarts, refers 
to their retirement in the following terms: ‘Both 
Sir Nicholas Edwin Waterhouse and Sir William 
Henry Peat have expressed the wish to relinquish 
their offices in favour of their respective firms in 
conformity with what is generally accepted as the 
more modern practice. 

‘I cannot let the occasion of the retirement of 
these two distinguished accountants pass without 
referring to the outstanding service which they, and 
their fathers before them, have given to the bank over 
a remarkably long span of years. Sir Nicholas 
Waterhouse was appointed an auditor in 1913 in 
succession to his father, who had served us in that 
capacity since 1880. Sir Harry Peat was appointed 
an auditor -in 1923 and he, in turn, succeeded his 
father, who was appointed in 1891. We are under a 
great obligation to these two gentlemen not only for 
their services but also for their wise counsel which 
has invariably been at our disposal’. 

The audit is being taken over by Messrs Price 
Waterhouse & Co, and Messrs Peat, Marwick, 
Mitchell & Co, following an alteration in the articles 
so that “Two or more ayditors shall be appointed 
and their duties regulated in accordance vaia Sec- 
tions 159 to 162 of the Act.’ 


Money Market 


A fresh rise in the Treasury bill rate followed the 
lowering of the market bid by 4d to £98 19s 4d A 
on February 3rd. The ave ra 

to £4 2s Gud per cent. /epplications totatled — 
£395,350,000 and the market obtained 44 per cent ` 
of requirements. This week’s offer is £260 million. 


e 
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hy XHIBITION 


SEE THE LATEST DEVELOPMENTS IN OFFICE AUTOMATION ° 


The latest machines, equipment and systems are being shown — machines that can 
almost think! Equipment that will save time, labour and overheads in business 
and industry. Come and see them in action at the Business Efficiency Exhibition. 


The modern business, whether large or small, needs up-to-date equipment. You H | 

owe it to yourself to see all the latest ideas, machinery and systems, and considge me 

how they can tenefit your business. É ae 
`u 


Put down the date in your diit now OPEN 10 a.m. to 8 p.m. ADMISSION 2/6 
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> l 
ls new! 
Burroughs’ automatic 
front-feed accounting machine 


~ for the smaller business 


The new Burroughs Director Account- 
ing Machine brings the speed, efficiency 
and economy of a full-scale accounting 
machine to smaller firms. Large firms, 
too, will find many uses for the versatile 
Director, which is surprisingly low in 
price. 

Here are some of the Director’s 
modern, time-saving features: 


15-inch front-feed motor-return carriage 
Automatic tabulation 
Automatic carriage return 


1. 

yA 

d 

4. Automatic control of registers 

5. Full keyboard date 3 
6. 


Complete versatility through change- 
able Control Unit 





SEE THE BURROUGHS DIRECTOR 


ACCOUNTING MACHINE 
DEMONSTRATED ON STAND 38 
AT THE BUSINESS EFFICIENCY EXHIBITION 


n V €Jurroughs 
A 


BURROUGHS ADDING MACHINE LIMITED, 356-366 OXFORD STREET, LONDON, W.1. Factories at Nottingham and Strathleven 
e 
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Message 
10 
Readers 


from 
A. R. CARRUTHERS 


President, The Office Appliance and Business 
Equipment Trades’ Association 


N FIGURES, accountants the world over 

have a lingua franca which, despite the 

valiant work and good intentions of the 
pioneers of Esperanto, has never been achieved 
for the rest of us. Even so, no linguist cares to be 
entirely without thesaurus or dictionary. 

Today, clients — and especially employers in 
industry — expect so much more of their account- 
ant than hitherto that without some form of 
mechanical aid he is likely to find himself like a 
doctor without drugs or an architect without 
drawing instruments. 

For instance, budgetary control in industry is 
now so widespread, costing techniques are 
spreading so fast, that the accountant is required 
to be not only an analyst of the past but a prophet 
of the future. This change makes such demands 
upon him that it has become essential he should 
have machines for extracting detail, rearranging 
statistics, summing and calculating every type of 
measure or currency less onerously and more 
speedily than can be done with just pen and 
paper. 

To the accountant of today, industry owes 
much. As the debt has grown, management’s 
reliance on his judgment and ability to wrest the 
vital pointer to tomorrow’s demands from a 
mass of past detail, has grown too. Further- 
more, it will continue to grow. In his new role, 
we in the office equipment industr¥ are anxious to 
give him the best assistance and support we can. 
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The Business Efficiency Exhibitions, we be- 
lieve, can provide him with the best and easiest 
means of seeing and putting to the test the 
newest machines for dealing with every aspect of 
accountancy and figure work. At the same time, 
we in our turn will be happy to hear from him 
of any statistical problems which he faces, in 
which he thinks we may be able to help. 

In no way can our machines render their 
greatest service to industry and commerce with- 
out the accountant’s skilled direction; without 
his presentation of the germ the fertilization of 
which will produce the facts required. On the 
other hand, under his direction, much burden- 
some work can be undertaken by clerical staff 
where suitable machinery has been installed, 


relieving him of the tedium and time-wasting, sf 


effort involved. 

I welcome the initiative gad enterprise of The 
Accountant in preparing this special issue, for 
in addition to performing a service to my 
industry, it is I sincerely believe doing the 
same for the learned profession of accountancy 
and through it for industry at large. 
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DOZENS 





WITH One pair of hands—one Bradma Machine in your office saves 
time, labour and costs. Invoicing, Statements, Dividends, Wages 
and Salary Lists, Pay Envelopes and Addressing, can all be 
handled with amazing rapidity, by accurate, economical Bradma. 


Visit us at the 
BEE BIRMINGHAM STAND 30 
February 20-25th, 1956 


MG nisioh UD DRESSING MACHINES AND BUSINESS SYSTEMS 


N * Manufactured in Great Britain for the markets of the World by i 


ÍADREMA LIMITED, Telford Way, London, W.3. “Tel : SHEpherds Bush 2091 
BRANCHES AND AGENCIES THROUGHOUT THE WORLD 
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HIRE-PURCHASE FOR SMALL TRADERS 


Hire-purchase business continues to be an important factor in retail merchandising. 
Many practising accountants have clients to whom this problem is of pressing 
importance. This article indicates how one firm solved its problem. 


economy in recent years has been the 

tremendous growth in the volume of hire- 
purchase trade. Once before, in the 1930s, there 
was a peak of activity in transactions of this type, 
but today there are three important factors which 
were of less significance twenty years ago. 

First, the demand for hire-purchase has come at 
a time when there is an acute shortage of clerical 
staff, and what there is available is very costly. More- 
over, the amount of clerical effort needed to carry 
through a complete hire-purchase transaction is, by 
its very nature, disproportionately high when com- 
pared with that needed to complete a cash purchase 
or record it for normal credit handling. 

Second, an equally important consideration — the 
‘know-how’ of modern office methods — has grown 
at a rate corresponding to the variety of equipment 
being marketed. 

Third, and perhaps most important of all, is the 
fact that an ever-increasing range of goods is now 
available to an expanding market. 


() NE of the dominating features of the country’s 


The Problem Posed 


It becomes easy to appreciate why traders of every 
type have found it necessary, even essential, to adopt 
improved methods to cope adequately with the hire- 
purchase business which has literally been thrust 
upon them, 

These conditicns apply to business houses of all 
sizes and types. An abnormal situation has been 
created; now, the small trader must consider ideas 
which he may previously have thought were within 
the province only of a department store or multiple- 
shop organization. 

At present, however, most leading manufacturers 
of business machines, market machines that bring 
hire-purchase transactions well within the scope of 
the small trader, without the need to take on addi- 
tional staff. An example of the way in which such a 
machine has been adapted to the hire-purchase work 
of a company of this type is provided by Kenneth 
Philip Limited, of Westbourne Grove, London, W2. 
Starting business only five years ago, this company 
now owns two shops which handle an extensive 
range of furnishing and electrical products of all 
types. 

In the summer of 1954, two things showed up 
the weakness of what was at the time a completely 
manual system of accounting. The volume of business 
rose acutely; and a car-crash incapacitated the partner 
responsible for office routine. Validnt efforts were 
made to keep up with the increasing amount of work 


involved. But by the time he returned it was clear 
that some new measures would have to be put into 
effect in order to catch up with the backlog of work. 
Kenneth Philip Limited installed a two-register 
Sensimatic accounting machine in the early months 


of 1955. 
Opening the Account 


In order to outline fully and simply the very practical 
system which has been established, it is perhaps as 
well to begin with a description of the procedure 
which operates for the normal transaction. 

A customer purchases, say, a radiogram. He is 
handed the top copy of a three-part invoice set, in 
return for which he pays a deposit and is given a 
receipt from the deposit reœ#þt book. The second 
copy of the invoice, which will eventually form the 
delivery note, is torn from the book and retained 
by the shop. The third copy remains in the invoice 
book. 

Every day the invoice and deposit receipt books are 
sent to the office, where details of the transactions 
relating to the cash price, the amount paid on deposit 
charges and the balance owing are entered on a 
memorandum card. 

When the radiogram is ready for delivery, the 
delivery note is sent up to the office where it is 
checked with the memorandum card to ensure that 
the amount of deposit required by law has been 
paid and that the customer has been passed for 
credit standing. At this stage, the hire-purchase 
agreement will have been signed by the customer. 

The memorandum card is then used as a medium 
to produce the customer’s ledger account. ‘This is 
headed by the Sensimatic with the following 
information: (a) cash price; (b) hire-purchase 
charge; (c) total hire-purchase price (printed auto- 
matically); (d) deposit; (e) balance due (printed 
automatically). 

Quite simultaneously and with no further action 
on the part of the operator, the machine produces 
the register of agreements and a gummed slip show- 
ing balance due as well as the deposit and hire- 
purchase price for inclusmn in the customer’s pay- 
ment book. This ensures that at the start the figures 
held by the customer agree exactly with the office 
record. 

Control totals for the new agreements are now 
posted to each of the three control accounts covering 
alphabetical sections of the ledger 

An operation known as ‘bdfance schedey 
follows. Two amounts only are*entered on the Key- 
board by the operator. As a result of this, all the 
balances as they should be at predetermined future 
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dates are automatically listed on the customer’s 
ledger card. 


D 


Cash and Arrears 


About go per cent of cash payments are received over 
the counter in the shop. For very practical reasons, 
customers are encouraged to visit the shop to make 
their payments. 

A gummed receipt is stuck in each customer’s 
payment book; second copies of receipts form the 
day’s cash posting media. 

The copy receipts are sorted into alphabetical 
order and cash is posted to the customer’s accounts 
on the following day. 

Since the balance that ought to be outstanding 
when cash has been paid has already been printed 
on the card by the ‘balance scheduling’ operation, 
either the account is automatically annotated as 
being up-to-date or an automatic figure of arrears 
%2" Over-payments is immediately printed by the 
machine. 

A proof total of cash posted is available at the end 
of the run for agreenfat with the figure in the cash 
receipt book and for crediting to the appropriate 
control account. 

There remains the question of arrears. Each week 
is given a number. It is thus very simple for an 
operator merely by looking at only one position on 
the card to determine whether or not a payment has 
been made or whether the account is in arrears. In 
fact, using this method, it takes between only one 
and two hours a week to check a thousand of the 
accounts in the ledger, print the new figure of 
arrears on the card, and produce the arrears letters 
at the same time. 

The system outlined above is working today at 
Kenneth Philip Limited. It is, of course, a practical 
system designed to meet the requirements of the 
small trader. There will, however, be some questions 
about why one method has been preferred to another. 
An attempt has been made to anticipate some of 
these and answer them here. 


The Reasons Why .. . 


Why was the machine not used at the cash desk 
where the payment could be vouched and the entry 
made simultaneously? This was seriously considered. 
But since the vast majority of customers pay between 
Friday afternoon and Monday morning, with a high 
peak on Saturday morning, it was obvious that the 
most vital need was for as little as possible to be 
done while the customer was waiting. To do any- 
thing more than accept the cash and make out a 
receipt would only prolong each transaction and 


ege the queue. 
Why is thas memorandum card at all? This is 
er practical Measure. Many customers do not 
finally buy the goods which were originally ordered. 
There are frequent ‘second thoughts’. To go e 


the trouble of completing the accounting documents 
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before the goods are delivered would only result in 
a vast increase of unnecessary clerical work. 

What happens when there is a query on a pay- 
ment which has been made? The memorandum card 
is used as a suspense account. Nothing is posted to 
the ledger unless it is certain that the correct entry 
will be made to the correct account. 

The system for arrears follow-up now necessitates 
a complete check on the ledger each week. Is this as 
simple as it might be? Here again the method adopted 
is the result of practical experience. Many cus- 
tomers owing, say, seven-and-six a week will pay ten 
shillings for several weeks and then miss for a week 
or so. With knowledge of the account, an arrears 
letter is unnecessary in such a case. In many cases, 
the decision depends entirely on a knowledge of the 
individual customer. The important thing is that any 
account in arrears can be easily and immediately 
brought to the attention of the clerk, who can at 
once act on her experience of the customer con- 
cerned. 


. and The Results 


This new system has brought Kenneth Philip 
Limited a number of benefits, some of them material, 
some of them less obvious: 


There has been a reduction in the number of staff 
1equired to do the work: one machine operator instead 
of three clerks. 

There is daily proof of the accuracy of each entry 
so that the month-end trial balance becomes a matter 
of routine. The procedure ensures that the whole 
routine is handled on a correct accounting basis and 
not, as is so often the case, as a memorandum record. 

The arrears situation is now under effective and 
constant review, so that an immediate follow-up can 
be made on tardy customers. 

A very practical point in custom. r relationship is 
that the mere sight of a machine-posted ledger card, 
indicating — by blank spaces — the weeks where no 
payment has been made, has been sufficient to cut 
short the lengthy discussions which used to be a 
feature of any disagreement when the manual system 
was in operation. 

As the machine is being purchased through a 
finance company, there has, since the first weeks of 
the installation, been an immediate net cash saving of 
over £250 per annum. 


But perhaps one of the most interesting advantages 
of the new system is the help it has given to the 
secretary of the company, Mr F. K. Bennett. He had 
felt that the most he could do was to produce 
order out of disorder. With the apparent increase 
in operations that would result, savings seemed 
impossible. 

Experience has shown, however, that not only can 
Kenneth Philip Limited keep their records accurate 
and up-to-date but that they can also realize sub- 
stantial savings in costs. They can now look forward 
confidently to an expansion of business more rapid 
than would have been possible before their new 
installation. 
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Words or figures written repeatedly 


by pencil, pen or typewriter 


can be written 


FASTER-FOR-LESS 


WITH 1007 
ACCURACY 


by 
‘ADDRESSOGRAPH’ 
MACHINES 





‘Addressograph’ Machines mechanize 
repetitive writing in the office —in the 
factory — in the warehouse ~ in the store. 





Business Forms — Leaflets — General 
Duplicating 


are produced 


-FASTER-BETTER 


On ‘MULTILITH’ Models 


‘Multilith’ duplicators produce a wide variety 
of forms and general work with ease, speed and 
absolute clarity. 


SEE THEM DEMONSTRATED 
at the 

BUSINESS EFFICIENCY EXHIBITION 

Birmingham, February 20-25th, 1956 






ADDRESSOGRAPH- ee i 
MULTIGRAPH LTD Be yp 


HEMEL HEMPSTEAD, HERTS 
@ Tel: Boxmoor 3730 e 


Birmingham Branch: 
Manchester Buildings, Upper Priory 
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THE BRITISH TABULATING MACHINE €0. LTD. meo Office: 17 Park Lane, London, W.! 


\ Offices in Principe! Cities throughout Greot Britain and Overseas 
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A PRACTISING. ACCOUNTANT’S | 
= VISUAL. CONTROL OF CASES 


by E. EDWARD BOYLES, F.C.A. 


so much interest in a gaily coloured chart which 
hangs on a wall in our office that other prac- 
titioners may like to know something about it. 
First, the background of the chart. Maybe some 
of my colleagues are rather brighter than I am, and 
can carry in their heads exactly where they stand, 
and where they will be (say) the week after next, on 
every case in the practice. Personally I need some 
kind of crutch for this. Our work has become com- 
plex, and often remains so throughout the year; 
there are so many hazards for which we must attempt 
to budget ~ such as holiday dislocation, time lost 
through sickness, Jones Junior going off to revise for 
his Final examination and Miss Poppitt suddenly 
deciding to get married — that before I can plan a 
production sequence I must first grasp the picture. 
So for this I use a little gadget on which we keep 
plotted, from minute to minute, the movement — 
not only of each case — but of each phase of each case, 
so that we can see exactly where we may be dropping 
behind, as well as what lies ahead. As to what I 
mean by a ‘phase’, readers’. divisions of work may 
be different from mine but I group case progress 
under such headings as the following: 
Accountancy and audit work, 
‘Taxation negotiations. 
Accounts rendered and fees collected. 
P.A.Y.E, matters including directors’ forms Dr 
etc. 
Statutory work including the filing of the annual 
return with the Registrar of Companies etc. 


S em of my friends and colleagues have shown 


Graphical Functioning of the Chart. 


The basis of the graphical functioning of this 
Unigraph chart is an ingenious little plastic disc or 
wheel — or rather some 1,800 little wheels. 

The axis of each little wheel is fixed tn position. 

I stress this because for years I used quite effective 
charts with coloured signals~but every now and 
then in operation a coloured signal would fly out of 
my hand tiddly-wink fashion and proceed to. crawl 
under the edge of the carpet in.a remote corner 
under a desk. This led to much banging of heads and 
raising of temperatures, and we lost more signals 
that way!.And it was always a business fishing for 
signals out of the. little partitioned box and restoring 
the ones we had removed. And then the job of 
‘tuning up’ the chart got left to somebody ‘when 
they had a moment’ — and they never had. 

Now, with a fixed wheel, there are no signals to 

remove, lose or cuss — and nobody need ‘have a 
moment’. The boss can do it himself (and how often 
in these days) by merely nudging the little wheel 


with the tip of his finger when he notes that a change 
in the state of any job has occurred; it is virtually as 
easy as looking at the chart — and as automatic and 
subconscious. 

Each little wheel, of which only a segment of 
circumference is visible, looks like a little flat coloured 
signal, about 3 in. square. It has five bright coloured 
segments round its edge — black, yellow, green, red 


and white. And as it is extremely easy to nudge the ` 


little wheel so that one half of each of any two 
adjoining coloured segments shows at once, there are 
really ten colour positions for each ‘little space 
between the ‘separators’ (the ‘séparators’ are long 
white plastic strips which run horizontally right” 
across the chart doing just that). Thus you may have 
yellow and green, or red and white. 


Indication of Stages 


The general effect is that of lines of coloured signals 
on a white background. How you use the colours is 
again'a matter for you, but stages such as the follow- 
ing can be indicated by their respective colours (you 
get used to the colour functions surprisingly quickly): 

Audit due at the end of the month. 

Accounts completed subject to tidying up. 

Expenses ‘dispensation’ awaited from H.M. In- 

spector. 

Writing-up of minutes and filing of annual return to 

-~ Registrar still outstanding. 

Bill submitted to client but not yet paid. 

Books not ready for audit despite reminders. 

Capital allowances and liability computations sub- 

mitted to H.M. Inspector but not yet agreed 
by him. 

And soon. .... 

There is a typed strip running right across the top 
of the chart showing, from left to right, the twelve 
calendar months of the year. 

Under each of these monthly headings are listed 
vertically the cases whose terminal accounting date 
falls within that month. 

The plotting of the chart thus follows a natural 
chronological sequence making for extreme lucidity. 

Using the five main stages of work I have indica- 
ted, with a space to marlethe division between cases, 
we need six horizontal signal positions per case. With 
72 horizontal signal wheels across, in each of 25 
lines downwards, we thus control 300 cases — five 
phases each. | 

We indicate the name of each case by using a 

ittle two-space slotted card-holder. of 


rators’, above the line of signals on which the position 


of the case is plotted.. The card-holder contains a 
small typed. strip of card describing the case by a 


' spring Steelers 
which. pegs easily into two little holes the ‘sena- 


a 


LU 
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suitable abbreviation such as ‘R. & J.’, ‘K. Films’, 
‘Stag Bros.’, etc. Interim audits can be shown in 
red type, and the whole phalanx of cases can be 
moved, added to or subtracted from with the greatest 
of ease. There is a natural sequence throughout the 
year. Thus, about March, we have a whole batch 
of adjacent March cases on the sheet showing colours 


of, first, ‘pending’, then ‘in progress’; later ‘work 


completed’, and so on. Then we also have little 
coloured plastic plugs which slip easily into, and 
out of, a ‘separator’ hole over each case, to show in 
sharp reliéf appointments pending, e.g. red for a 
visit to H.M. Inspector, green for call on a client 
at his factory, and yellow for a client’s call at our 


office for conference. 


Panorama of the whole Practice 
The effect is so clear and graphic that, standing in 
front of the chart and regarding it thoughtfully, you 


have a clear panorama of the whole of the practice 
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before you, with any arrears, bottle-necks, or work 

avalanches pending, staring you ruthlessly in the 

face, and seeing the facts is half-way towards planning 

the sequence of work with due regard to relative 
ency. 

Although the appearance of the chart in action - 
rather suggests an herbaceous border in June, its 
function 1s starkly practical. 

At first glance; the price of the chart, about £45, 
may appear rather startling for just a ‘gadget’, but 
remember the 1,800 little coloured wheels etc.; and 
there are two accounting considerations. Firstly, how 
long would it take you to earn another £45 in fees by 
being able to plan your work with complete and up- 
to-the-minute knowledge of the position? Secondly, 
the cost of the chart over a period of (say) twenty-five 
years on a straight-line basis is less than {2 2s od per 
annum. And actually I know of no particular reason 
why the chart should not be functioning as easily 
and brightly twenty-five years hence as now. 


= ELECTRONIC CALCULATING 
BY INSURANCE BROKERS 


How an electronic multiplier eliminates drudgery and obviates delay in the extensive 
- calculating commitment andertaken by a leading firm of Lloyd’s insurance brokers. 


FAE long-established City firm of C: T. 
Bowring & Co. (Insurance) Ltd, Lloyd’s 
insurance brokers, have used punched- 

card machines for a number of years for the pre- 

paration of underwriters’ statements, for day-book, 

‘revenue analysis and similar routine accounting 

operations. . 

Recently; with the installation of a Hollerith 
electronic multiplier, the work of the department 
has been extended to include the. reduction of 
underwriters’ lines to proportional ‘lines’ to be 
signed and for calculating net premiums. 

These last-mentioned operations frequently involve 
many calculations for a single underwritten policy. 
They are carried out in dollars or in sterling — fre- 
quently .in very large amounts -and speed and 
accuracy of calculation are primary essentials of this 
important accounting requirement. This is a notable 
example of how, with the added resources of high- 
speed electronic calculating equipment, the scope 


of an existing punched-card installation has been 


considerably enlarged. e 


_ Obtaining Cover at Lloyd’s 
‘The procedure for obtaining cover at Lloyd’s is, 


briefly, as follows: 
A slip is made out showing essential details of the 


ge 


~~ proposed CET clients’ name, the sum to be 


N 


Gë, 


a 


insured and the mature of the risk. ‘The slip is circu- 
lated by hand to tnderwritere at Lloyd’s.. Those 
interested in the proposal. sign the slip with their 


„syndicate stamp -and specify the amount of the risk 


they are prepared to underwrite and the rate of 
premiums to be charged. This may be expressed 
either as a percentage of the sum insured or as an 
actual cash amount. . 

The slip is returned to the broker’s policy depart- 
ment and the lines are totalled. They may come to 
more than the total amount required. In the case of 
percentage lines the total ‘written line’ is reduced 
to the relative proportions of 100 per cent. 

For sterling or dollar value insurances, reduction 
is similarly proportionate to the total risk. 

In order to allocate to each underwriter the exact 
amount of the risk, proportional to his line, the sum 
of the lines is divided into the total risk. This work 
is carried out by a keyboard mache and the resulting 
fraction, ‘factor X’ is used as a multiplier in con- 
junction with each bid (the multiplicand) to find the 
‘reduced line’ which is the term used to describe the 
allocation. 

Previously, this work, as well as the calculations 
of underwriters’ premiums, was carried out on desk 
calculating machines and sixteen of these were 
employed. Now the electronic multiplier is installed, 
the number of these machines has been reduced to 
six and. it is probable that these will be further 
reduced when still more routine calculations are 
taken over by the Hollerith department. __ 

When the slips come in from the policy department 
a Hollerith master-card is punched with policy 
description and number, total risk, total lines, total 
premium and ‘factor X’. One card is then prepared 
for each underwriter (there are ‘on average’ 20-25 
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individual underwriters associated with each: policy | 
proposal) and hand-punched with syndicate number 
and bid. The cards are gang-punched afterwards 
from the master-card with details of policy EES 
and number. . 

The gang- punchy is, in fact, done simultaneously 
with the passage of the cards through the electronic 
multiplier which, using ‘factor X’ from the master- 
card as the multiplier and the lines on the under- 
writers’ cards as multiplicands, punches the relative 
product (‘reduced line’) on each underwriter’s card. 

The cards are now put through the tabulator to 
produce a line slip which lists the syndicate number, 
the bids and ‘reduced lines’. This is attached to the 
broker’s slip and returned to the policy department. 


Calculations of Premiums 
due to Underwriters 


The cards are returned to the multiplier for the 
calculations of the premiums due to the underwriters 
who have accepted responsibility for the risk. This 
calls for the employment of another multiplier factor 

= “factor Y’ -which is obtained by dividing total 
premium by total risk. The multiplier picks up this 
figure, expressed 1 in decimals, and applying it to each 
underwriter’s line, punches into his card his propor- 


tion of the total premium. Provision is made in the. 


machine for multiplicands of eleven digits of sterling 
quantities (including shillings and pence) and multi- 
pliers of up to nine decimal places. 

The tabulator 1s again brought into use to produce 


the appropriate bureau slip required by Lloyd’s’ 


Signing Bureau. This records the ‘reduced line’, 
known as the ‘signed line’, the syndicate number 
and the net proportionate premium due. The 
bureau slip is taken to Lioyd’s Policy Signing Office 
in order that the policy may be signed. ` 

In the two runs, the multiplier checks its accuracy 
(and incidentally that of the desk calculator which 
worked out the factors) by reversing the calculation 
for finding the factors, i.e. by multiplying total line 
by. ‘factor X’ and deducting the product from the 
amount of the total risk, the answer should be zero. 
Accuracy checks of the underwriters’ cards are 
provided by the tabulator when it produces line slips 
and journal sheets and totals the amounts of lines 
and premiums to compare with total risk and total 
premium respectively. Accuracy of results is, there- 
fore, established automatically for every calculation 
made by the machine. 

With regard to the other important considera- 
tion — speed: at the time of writing the multiplier 
is still in process of taking over bureau slips and only 
about 250 of these are being handled daily: This 
means approximately Gooo cards a day at present 
and double that number of card passages through 
the multiplier to obtain the two products, line and 
net premium. Working at 6,000 card passages an 
hour, the work is very quickly disp of and there 


is ample machine time available: to take over further |° - 


calculating commitments.. a 
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Complicated Payrolls can be simplified with an ANSON 
P.A.Y.E. Machine at once. Out-dated methods of making 
separate entries on P.9. Tax Card, Wage Books and Wage 
Envelopes are time-wasting and costly. 


Using an ANSON, your wage clerk can now make all 
essential entries in 60 seconds on Wage Sheet, Pay Slip 
and Tax Card. This machine does not Involve fuss or bother 
with perforated strips, and EESCKEER errors are entirely 
eliminated. 

The ANSON does not require specially trained operators 
- your own staff can learn to use It In a few minutes. And 
no maintenance is necessary. 


Whether you have 30 or 3 000 employees, there is an 
ANSON specimen to suit your particular requirements. One 


. ANSON will do the work of three wage clerks In half the time. 















P.9, P.II, 
by P35 and P.60 
hy Completed in 
one operation 
e 


Exclusive Features 
of the ANSON 
e 
NO PERFORATED 
STRIPS 
e 
AUTOMATIC 
ALIGNMENT 
e 
SPECIAL MAGAZINE 


to hold 150 
PAYSLIPS at a time. 





equally effective for 
_ledger work and receipts 





For full details just Jot ‘ ANSON" P.A.Y.E. MACHINES’ on your 
letter-heading and post to: 


GEORGE ANSON & CO LTD 


' Office Systems 


ANSON HOUSE, 58 SOUTHWARK BRIDGE ROAD 
“LONDON, SEI. 


Telephone: wäerte 3746/9. 
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‘PARAFEED’ MULTI-FORM SETS are unit sets secured at 
the head in perfect alignment. Pre-eminently 
suitable for ‘No-carbon-required’ forms 
‘because handling is minimized. 

Alternatively pre-interleaved with one- 
time carbons or carbonized. (‘Carbac’). 
forms—to suit the. purpose for which the 
forms. are intended. 

‘PARAFEED’ FORMS DISPENSER holds fifty sets of forms 

and feeds them into the typewriter with 
precision ... ..one set at a time.. 


February 11th, 1956 
“PARAFEED? 
MULTI-COPY 
FORM-FEED 


A NEW 
TYPEWRITER 
FORM-FEED 
AND 
A NEW STYLE 
OF 
MULTI-COPY FORM 


with a new conception of 
speed, convenience and re- 
liability in the typing of 
invoices and other commer- 
cial documents. 


*Patent applied for.. The word 
‘Parafeed’ is a Lamson Paragon 


If you are unable to visit the Business 
Efficiency Exhibition, Birmingham, to see 
the first public demonstrations please send 


the inquiry form for illustrated leaflet. INQUIRY ONLY 
Please send illustrated “PARAFEED’ leaflet to 


No obligation incufred. 


|AMSON PARAGON 


LIMITED 


-a PARAGON WORKS 
LONDON, Elé 
ALBert Dock 3232. 





- 


trade-mark.. 
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ANALYSIS IN THE RETAIL TRADE 


A VEXED QUESTION. 


by R. P. ROBSON, A.S.A.A., ALIA. 
Sales Manager, Logabax Ltd ` 


stores, thousands of sales slips are made out 

by hundreds of assistants. Each slip represents 
the sale of an article carefully purchased bya specialist 
buyer. Each buyer has a stock to maintain and verify, 
a purchasing budget to keep to, orders to place and 
deliveries to check. In other words, there is a chain 
of events, each link dependent on the links before 
or after, and the entire chain must be controlled. 

All this is probably common knowledge to those 
with wide experience ` of the retail trade. What is 
perhaps not quite such common knowledge, is the 
variety of problems raised by the necessity to control 
all the links in the chain, while leaving the chain 
flexible enough to conform with current trends, 
changes of fashion, even changés in the spending 
pattern of the buying public. 

The control, therefore, must be carefully defined. 
It must: 

(a) be thorough; 

(b) be flexible enough to allow the buyer elbow- 

room for change and experiment; 

(c) be capable of being exercised by ordinary clerical 

staff, adequately supervised and organized; 

(d) be so organized that it does not cost more than the 

losses which would occur if there were no control. 

There is not sufficient. space in one article to deal 
with all aspects of all the controls which must be 
exercised. It is a problem which, while basically 
similar throughout the retail trade, has as many 
variations as there are units in the trade. 

There is, however, one problem common to all 
retail establishments which is causing increasing 
anxiety to hundreds of accountants and office 
managers — the problem of the high cost of clerical 
labour, its scarcity and its mobility. Not an hour 
passes but somewhere some harassed office manager 
is faced with another resignation, another request for 
increased pay, or more absentees. Yet the control of 


Fes day, throughout dozens of department 


the chain must be exercised, unbroken, and day by” 


day the. figures must be obtained, the totals checked, 
the comparisons made, the reports for the manage- 
ment prepared and submitted. 


Basic Requirements 
Clearly, the accountant must find other ways and 
means of obtaining the necessary information. 
Granted this, what are the basic requirements? 
Commencing from the last stage of the chain, the 
following are the major links. 


T. Sales dissection 

All those thousands of bills must pass through a fine 
sieve of analysis. In many stores & commission is 
paid to the sales assistants. It is. usually necessary, 


therefore, to sort all the bills to assistants and 
laboriously add up each resulting bundle -a most 
tedious and unrewarding ‘task. The resulting totals 
must be checked-and in many stores compared with 
the indexes kept by each assistant in each book of 
sales slips. 


2. Continuity check 

Not the least laborious job is ensuring that all the 
relevant sales slips have passed through the cashier- 
to-counting-house routine, There is usually only one 
way to do this—by verifying the sequence, which 
means sorting the slips into numerical order. Even 
more laborious than adding them up! 


3. Departmental analysis 
faving verified the sequence of bills’ (there is no 
space to deal with credit bills, credit sanction, cash 
registers and the dozen variations of sales slips), and 
having analysed where necessary to assistants, a 
further ‘analysis is needed to give total sales for each 
department.. This is an even more important link 
in the chain than assistants’ analysis. The latter is 
largely demanded for commission purposes. The 
departmental analysis is vital to the assessment of the 
departmental efficiency. All other figures are com- 


“pared eventually with this all-important depart- 


mental sales figure. 

It may be possible to obtain it by combining 
several assistants’ totals to give a departmental total. 
This is not always possible, but even so, anything 
up to 250 further totals must be obtained in this 
way. Where it is not possible to obtain the results 
by combining several assistants, a further sorting 
and adding of sales slips is required. What a boon it 
would be if both assistants and departmental totals 
could be obtained at one and the same time! 


4. Purchase invoices analysts 
Each sales slip represents the sale of an article 


-supplied by a manufacturer and invoiced at his 


selling price. This selling price is thé cost price to 
the department and each article on the invoice is 
marked up to the selling price on the sales slip. 
Elementary? Yes, but an appreciable amount of 
analyses, calculation and control is embodied in 
those elementary facts. “Apart from checking the 


_invoice with the goods received note and the copy 


purchase order, all the invoices must be repriced at 
selling price and then all the invoices must be 
analysed to the buying departments. Only then can 
two accounts be compiled. 

Kee I. Stock on hand at selling price plus pur- 
' chases at selling price, -less sales at selling 
price eguals remaining stock at selling 
price, checked by physical inventory 

priced at selling price. 
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Account 2. Total selling value of all invoices for a 
period, minus total cost value of ‘the 


same invoices equals gross profit, i.e, 
the mark-up margin. 


These are admittedly basic sums, subject.to many ` 


variations and adjustments. The point to be regarded 
as important is the analysis regue to produce the 
-- necessary totals, 


5.. Orders placed and budget 

Most retail selling units operate a system of budgetary 
control. of buyers’ commitments. Each buyer is 
allotted a sum of money and careful check is kept 
on how it is being spent and, over a period, at what 
rate it is being spent. Thus, for each department, 
further accounts are needed: 


Account 3. Total budget allocation minus orders 

placed equals unspent budget. 

Account 4. Gre placed minus orders delivered 

(as- per invoices) equals orders yet to be 
delivered: . 

By. the constant scrutiny and ‘checking of these 
totals, the accountant is able to inform the - 
ment -dnd the bu er just how the equilibrium of 
buying against se is being maintained. ‘Thus is 
the chain forged, link by link. 

Throughout its whole length,. however, there are 
two paramount demands ~ analysis and dE 
Analysis of sales, analysis of purchases, anal 
orders, analysis. of deliveries, summaries of daily 
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figures to weekl and monthly totals, comparisons 
department. by ean of all links in the chain 
of control. ` 

All this has to be undertaken with a rapidly- 
diminishing supply of clerical labour which in any 
case is never static and, perhaps even more important, 
must be done at a cost which the management 
regards as economic, 

Accountants are therefore exploring more and 
more the escape offered by mechanization. The 
introduction of machinery into the office undoubtedly 
reduces the demand for clerical labour, but again the 
all-important question of cost enters into the delibera- 
tions. If the accountant solves his clerical labour 
problem by employing expensive equipment, he has 
merely replaced one problem with another; and he 18 
back where he started, but with a different headache. 

A machine which does, however, provide all the 
analyses and summaries ‘required: in the chain we 
have indicated is the Logabax Analytical Accounting 
Machine, which satisfies the following requirements: 


(x) It is less costly than the equivalent clerical labour. 


(2) It is capable of being operated by an operator of 
, average intelligence and dexterity. ` 


(3) It is comprehensive enough to cover all the 
requirements of analysis, summarizing and 
columnar listing -in addition. and subtraction, 
with horizontal GE computation of the 
final balance. 





`” UNITED KINGDOM LTD. 


... and see how they provide 

the automatic answer to your 

- toughest data- processing 
-headaches . 


PUNCHED ` 
CARDS 


„and see how powered 
operation can ‘cut typing 
costs in every department 
of your business... 


ELECTRIC 


... and see how IBM cent- 
_ tally controlled time systems 

mean more production in 

factory and office... 


TIME 
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The-machine possesses 198 separate registers, each 
with direct subtraction, and it can absorb analysis 
to 198 headings at the rate of 1,000 items per hour. 
At the end of an analysis run it will provide 198 totals 
in five minutes. Thus, sales slips analysis is no 
problem and ledgers can be posted at cost and selling 
values, accumulating an analysis to departments at 
cost and selling as the posting is being done. 

It is a keyboard machine, the entries being made 
from original documents. It is easy to operate and 
demands no special skill, and the operation tech- 
nique can be learned in half a day. Moreover, opera- 
tors like the machine because they do the whole job 
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from. start to finish and can see the result of their 
work. From a personnel point of view this is extremely 
important. 

The machine is flexible enough to be adapted to 
all counting-house requirements. Although the 
problems are basically the same in all departmental 
stores, the methods vary to a startling degree.- Yet 


‘the Logabax machine has met all demands so far 


made upon it, and many well-known firms are 
already using this modern approach to the analysis 
problem. Accountants sleep soundly at night instead 
of worrying about the next sale or the Christmas 
rush. 


IS THERE A DICTATING MACHINE 
IN THE HOUSE? ~ 


ADVANTAGES TO BIG AND SMALL USERS 


be gained from the use of dictating machines 
! can only be realized by the big . This 
is far from the case as it frequently happens that the 
smaller user can derive equal, if not greater, benefit. 
An example of this can be found at a Midlands firm 
of accountants who have two Agavox dictating 
machines. The principal of the firm states that these 
two machines have enabled them to expand much 
more quickly than would have been possible other- 
wise and without additional staff. 

The principal himself uses one Agavox extensively 

and is constantly finding new time-saving applica- 
tions for it. Here are some of the ways te profits 
from its use. 
. First of all, for normal correspondence purposes it 
offers great flexibility. He can dictate at any time 
whether his typing staff are there or not. Often he 
will dictate letters after 5.30 p.m. and they are ready 
for the typist first thing in the morning. During the 
day he does not have to interrupt his typists. They 
can be getting on with work hile he dictates into 
the machine. With the shorthand method a secretary 
can spend a third of her time taking dictation, which 
in a sense is non-productive, but with the Agavox 
that is all eliminated and in any case there is a saving 
on salaries, as copy-typists can be employed instead 
of shorthand-typists. 

The signing of letters in his absence, too, is greatly 
facilitated for the member of his staff who is signing 
on his behalf can check the completed letter against 
the recording for accuracy. Again, if he has a large 
batch of letters which have to be dealt with quickly, 
one disc can be filled and passed to the typist for 
transcription while he starts on the second one and 
so on. Thus the work can be made to flow instead 
of there being too much or too little. Another point 
on flexibility arises when he has dictated a large 
amount of work — perhaps at home in the evening — 
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be used by anyone, either for dictation or transcrip- 
tion, depending on the work. 

For more detailed work he finds the Agavox 
invaluable. If he is compiling a letter or report from 
different sources of information, he can proceed at 
his own speed, knowing that he is not wasting any- 
one else’s time. Another use for the machine is for 
memos and instructions; as a lot of the principal’s 
time is spent out of the office, he can record details 
of: work to be done, ‘note’ people who might call 
or telephone, and leave details of the answers to give 
them and so on. 

Making notes when in conference with clients is a 
further application and he hopes that soon the 
machines will be going out with his staff to clients 
when. time ‘will be saved on costing investigations 
and audit work. It is also intended to record tele- 
phone calls, cutting out note-taking, and this will 
also enable his staff to record messages when he is out. 

As he says: ‘I can now do work to suit myself and 
not my staff and there is no wasting of two persons’ 
time when dictating.’ Taking «nto consideration the 


for both machines can be used*by the typists, e worth of a principal’s time, there is a saving every 


doubling the speed of transcription. Machines can 


_ time he uses a-dictating machine, - 
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Neville Industria 


~The ‘Midlands Issuing and Finance House pr 
to obtain capital and for the proprietors of p 


provision fi 
| Public Offers for Sale 
"` Concentric Mannfacturing CoLtd © ` E. J. Tomkins Ltd 
George Edmonds Lid `- E ` J. T. Price & Co Ltd 
“The DU Top Foundry Co Ltd . -Zinc Alloy Rust-Proofing Co Ltd 
` Fletcher, Houston & Co Ltd -Onions & Sons (Levellers) Ltd 
Prima Industries Lid © © Wm. Sanders & Co (Wednesbury) Ltd 
W. & J. Lawley. Ltd |. R. & A. G. Crossland Ltd | 
. Job Wheway & Son Ltd ` | Alfred Case & Co Ltd ` 
` Fordham Pressings Ltd SS John Hawley & Co (Walsall) Ltd 


Directors; G. ROLAND DAWES, F.C.A., F.C.W.A.; E. CAR 


Secretary: NORMA? 


Prebville Bouse, Water! 


. Telegraphic Address: ‘TRUSTNEVIL, BIRMING 


Subsidiary Company: NEVILLE INDUSTRIAL SECURITIES (S.W:) Lip, 1 


-_ 
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Securities Limited 
g a complete service for industrial companies 


>ompanies to market their holdings, and make 
ath Duties | 


cings during 1947-55: . 


Bilston Foundries Ltd Elliot Paisley Ltd 

Craddock Brothers Ltd ` Alfred Clough Ltd 

John Folkes (Lye Forge) Ltd Wm. Park & Co Forgemasters Ltd 

Gibbs and Dandy Ltd GE 

t 
SE Arthur Wood & Son (Longport) Ltd 

Belgrave (Blackheath) Ltd r C. E. Ramsden & Co Ltd 
‘Hallam, Sleigh &'Cheston Ltd Prestage Ltd ` 
| Strakers (Newcastle) Ltd } Samuel Smith & Sons Ltd 


ES, B.SC.(LOND.) ; SIR GREVILLE LAMBERT, BART., F.C.A. 


RST, A.C:A., F.C.LS. 


Street, Birmingham, 2 


Telephones: MIDLAND 5677-8-9 


House, Mount Stuart Square, Cardiff. Telephone: CARDIFF 32255 
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- BIRMINGHAM 


BINGLEY HALL 


February 20 - 25. 

BRUSINESS 
EFFICIENCY 
EXHIBITION 


STAND NUMBER 





All-Purpose ACCOUNTING MACHINES 
(Instantancously adaptable) to take anything 
and everything in their stride. Multi-Total. (All 
electric typewriter for unlimited description). 








Present the world’s most 


VERSATILE, AND VARIED RANGE OF 


DIRECT ENTRY ACCOUNTING EQUIPMENT 


for every Accounting, Bookkeeping & Statistical Purpose 


D 


lngle-Stage ANALYSIS MACHINES 
‘roviding dissection (directly from original media) 
nder as many as 54 headings—-with simultaneous 
rodoction of up to 4 original records, 





“Small Office” BOOKKEEPING MACHINES 





to bring the advantages and economy of fully ` i l 
integrated machine accounting within the Automatic Racord Printing 
financial compass of small concerns. CASH & CREDIT SALES REGISTERS 
for every size and kind of business. 
From single-total, manually operated 
High-Speed ADDING MACHINES models to 13-total electric FLOOR 
_to list and total almost anything far faster AUDIT machines specially 
than ever before. When used for calculation developed for Departmental Stores. 


both factors and results are 
printed out in sequence order. 
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A TRIPLE-FEED TYPEWRITER 


NE -criticism which is sometimes made by 
those unfamiliar with the operation of dual- 
feed typewriters is the initial awkwardness 
which has to be overcome in the insertion and 
alignment of forms; moreover, the use of carbons 
result in the ‘original’ entry being made on to a 
document which does not form part of the permanent 
record (such as the customer’s statement); also the 
DEE record (customer’s ledger-card) tends to 
e unsightly because of carbon smu caused by 
handling, But these objections have been very in- 
geniously overcome in the Hermes Intromat Book- 
keeping Typewriter. ` , 
Fundamentally, the machine ig made up of 
parts—a front-feed (or dual-feed) typewriter with 
electric carriage return; and the Intromat attach- 
ment which is easily fixed and provides at the same 
time a simple and accurate feed for two independent 
forms or sets of forms. The use of a sprocket feed 
which can take forms of varying width and height 
facilitates insertion and alignment. Duplication of 
entries is effected by the incorporation of textile 
ribbon strips with which forms are automatically 
interleaved, when fed into the machine. Other 
innovations are the ability to eject forms either after 
each entry, or, by setting a simple switch, when 
completed. In addition to these features a red signal 
light comes on when the summary sheet, inserted 
around the platen, is completed. k 
The machine’ third feed so increases its versa- 
tility that the compilation of statistics whilst the 
machine is engaged on a routine accounting procedure 
is practicable. Further, the ease with which forms can 


be fed into it enlarges the possibilities of many 
existing procedures. such as individual advice or 





delivery notes, and simultaneously writing up weekly 
or monthly invoices or statements.” 

Two short case-histories are cited below, which 
give some indication of the machine’s wide appli- 
cation. 


Case History No. I. 
Firm A are located in a town which is growing 
rapidly, and seu wae for good office staff is very 
strong. Their office staff numbered five, and their 
accounts were maintained in the conventional hand- 
written system, with customer’s statements bein 
typed at the end of each month. All went well unti 
their ledger clerk, who was most efficient, left their 
employ to set up her home. The company secretary 
was already fully occupied with the private books of 
account. The company’s business was expanding and 
it was decided that rather than take a chance on the 
floating staff market they would introduce something 
modern and economical, and which was capable of 
coping with the expansion. The volume of work did 
not justify the purchase of a full keyboard automatic 
machine, and narration in the accounts was neces- 
sary. Eventually the machine under review was 
purchased. l 
_ The junior typist, who was quick and reliable, 
mastered the operation of the machine and ‘its 
application to ledger- work in two days. 
Because of the high output of the machine, it has 
been possible to restrict the posting of the accounts 
to the latter half of the month; meanwhile it is used 
for correspondence or invoicing. Absences have 
involved very little distribution of extra work because 
so much time has been saved by the introduction of 
the machine — its operator in fact only doing ledger- 
posting as an ancillary job, whereas before one 
person was employed full time on it. Statements are 
ready to:go out on time and the accounts being up 
to date may be used for management purposes, and 
not merely serve as a record. 

The installation can also be extended. to payroll, 
stock and stores records in addition to ledger-posting. 


Case History No. 2. 
This example déals with the preparation of a firm 


_ of stock-broker’s contract notes. It is typical of the 


machine’s capabilities when dealing with an irregular 
flow of work and multiple form sets, It is essential 
that contract notes are dispatched on the day on 
which the bargains are struck. This was done pre- 
viously but a considerable amount of work was 
involved in the entry of the contract notes into other 
records and the checking of these entries. In all, 
seven other operations were involved. 

The forms used in these operations were re- 
designed and correlated so that the journal sheet 
entry covered all the data required on the other 
forms. By using the two additional front-feeds of 
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the Intromat it was possible to have multiple-line 
entries on the front-fed forms, whilst only a single- 
line entry appeared on the journal sheet. Selection 
of data appearing on the various forms was achieved 
by placing of carbons and ribbon strips. 

As separate journal sheets have to be used for the 
bought and sold contract notes, it was found practic- 
able to purchase two machines, although only one 
operator is normally required. The saving effected 
is very hard to measure as much of the work done 
by the machines was distributed throughout the 
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.office. But the advantages of centralizing all the 
work connected with this procedure is very great and 
the time previously spent on copying and checking 
can now be employed in other directions. 

The point which all these examples have in com- 
mon, is that the introduction of the machine has 
released staff to work on other jobs — a very important 
object in these days of high salaries and staff shortages. 
The ability to ‘telescope’ forms of entry with the 
aid of this machine makes it possible to marry 
effectively two jobs, resulting in only one. 


SCIENCE IN CONTROL 


The Accounts Department of a Firm in the Rubber Industry 


products that rubber plantations have been 

established in almost every part of the world 
where rubber can be grown. Yet only a hundred years 
ago rubber was an unknown quantity and the subject 
of many strange experiments, the results of which 
could -seldom.be predicted with very much assur- 
ance. Such is the nature of any experiment, of course, 
but the ‘cut and try’ method had also to be adopted 
in the factories of the period. 

Ultimately, the trials became fewer, the errors 
were minimized and the products themselves were 
made to reach and maintain. fixed standards. The 
result was.that demand expanded, and the industry 
was able to invest more.in research ~ to such good 
effect that laboratory control at all stages of manu- 
facture is an established feature of any self-respecting 
modern factory producing rubber manufactures. ` 

A firm widely experienced: in these activities is 
Capon Heaton & Co Ltd, which was established in 
1835 in the pioneer days of the industry. One of 
the early directors was Charles Palmer, a well-known 
racing cyclist of his time, and quite a character, His 
aim was.to produce bicycle tyres, an ambition which 
was certainly realized even though tyres as such do 
not feature very largely in the company operations 
today. In pont of fact, they soon began to specialize 
in components ~a word that covers a multitude of 
products, ranging from junction packing rings to 
gas bags; from washers to hot-water bottles; from 
machine bands to india-rubber erasers; from rubber 
mats to delivery hose. 

. Judging from their early, catalogue (circa 1900), 
Capon Heaton were willing to ‘have a go’ at almost 
anything that could be made in rubber. Even in 
1930 they were still known as 

‘Suppliers at keen prices of almost anything that 

can be made from rubber, from the minutest 

pipette, to huge rollers of every description.’ - 

Today, the company is entering. on a new phase 
of development which*shows that the old pioneering 
spirit lives on. To the rubber side of the company 
has. been added very active interest in plastics — a 


Se great is the demand for tyres and other 


separate factory is now in course of erection for 
injection mouldings, extrusions. and fabrications in 
thermo-plastic materials, particularly P.V.C. and 
nylon. The company specializes in the more difficult 
productions which call for high technical control 
and experience. Broadly speaking, they are not 
interested in the type of manufacture that involves 
making low-grade products. Science is now in full 
control, and is backed with the resources it needs, 
even to the extent of pure research. 

Having made definite plans for expansion in post- 
war years, and with the knowledge that there would 
be an increasing demand not only for their existing 
products but for new ones as well, the company 
realized that its clerical staff and general office 
organization would have to cope with a considerably 
increased volume of work. 


Mechanization in Accounts Department 


They immediately thought of mechanization in the 
accounts department and quickly determined that 
the accounting machine they were looking for had 
to be sufficiently flexible to grow with the firm, and 
be capable of handling any type of accounting work. 

After careful consideration it was decided that a 
Remington Rand machine was the answer. Over a 
number of years the choice has been proved correct, 
and almost every aspect of their accounting work is 
now done in this way. No difficulty has been ex- 
perienced in adapting the machine to meet -the 
changing needs of a rapidly-expanding business. 

They. were fortunate in obtaining at that time a 
Model 86 machine;.and although this had certain 
limitations they were able immediately to mechanize 
the sales ledger, purchase ledger, and,.in a modified 
form, the payroll. 

Completely satisfied with the results, they later 
purchased.a Remington Foremost accounting mach- 
_ine. In due course, this was installed and at the 
present moment the following work is being carried 
*out by the new fhachine,. aided at peak periods by 
the Model 86. "e 
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Sales Ledger 


An average month’s work involves 3,000 invoices, 
150 credit notes (an unusually high figure due to 
surplus materials being returned for reprocessing), 
and 500 cash postings. Five hundred statements are 
rendered monthly, from 1,500 accounts, all of which 
are active some time during the year. All invoices, 
credit notes, and receipts are ‘pre-listed’, and these 


totals reconciled with the accumulation by he 


machine before the control account is posted. 
At each month-end a List of balances is extracted, 


as new statements are prepared. ‘This is agreed with: 
the control account. Strict adherence to this routine’ 


ensures absolute accuracy of the ledger, and a dis- 
crepancy at any stage is most unusual. This is 
largely. due. to careful work: by the. staff,. without 
which any system however well planned would 
break down. 

Analysis requirements vary from time to time, as 
the pattern of business changes, and to ensure 
maximum flexibility the following method has been 
adopted. An analysis account, in the same form as 
the personal accounts for the customers, is opened 
for each commodity. The total sales of each com- 
modity are extracted daily from the copy invoices, 
and posted to the analysis accounts. Agreement of 
the total postings to the sales ledger control account, 
and the total sales account proves the accuracy of 
this work, 

Cash Receipting 


A receipt for the customer, a posting copy, two bank 
paying-in slips, and the cash-book, are prepared simul- 
taneously. Totals of cash, and discount are provided, 
which serve as ‘pre-list’ figures for cash EES to 
the ledger. 

Purchase Ledger 


Basically, the operation of the purchase ledger, and 
the subsequent analysis, is similar to that for the 
sales ledger. The volume of work, however, is 
smaller: 650 invoices, 50 credit notes, and 170 pay- 
ments per month. 

Most payments are made by traders’ credits once 
a month. The credit slip is folded around the account 
card, and drawn at the same time as the cash item is 
posted to the ledger, thus saving one operation. 
Simultaneously, two bank lists and the cash-book 
are prepared. Cheques of similar ruling allow pay- 
ment by this means, when more convenient. 

All incoming invoices are registered immediately 
on receipt, as a guard against loss internally. This 
also provides a list of unpaid invoices for preparation 
of trading accounts. 


Payroll 
Five hundred workers are paid weekly. Each worker’s 
wages are calculated on his clock card, a copy of 
which notifies him of his earnings. From this the 
machine is used to prepare the personal record cards, 


payroll and pay-slips. Gross wages to date, taxable» 


pay,. weekly tax deduction, and net pay are auto- 
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matically calculated and printed, and’ totals are 


provided wherever necessary. Like many other firms 
they are troubled by a high turnover of labour, which 
could lead to difficulties in balancing the payroll. 
This is obviated by a reconciliation record. Totals 
for gross wages to date, tax paid, and deductions 
authorized are added for each new employee, and 
deducted for each leaver. This provides a total to 


-which the payroll must balance. This record is also 


used to provide an analysis of insurance stamps 
and classes of labour, for Ministry of Labour returns. 


In addition to the payroll some 6o00-job cards are 
analysed to operations (both productive and non- 
productive); sections and departments. Weekly totals 
are posted to a cumulative record for monthly and 
annual totals. This information is invaluable to 
production planning and cost control. 

No difficulty is experiénced in coping with this 
volume of work on one Foremost machine, aided at 
peak periods by the Model 86. Within a few days 
of closing the books the firm’s staff are able to 
prepare a complete trading account and analysis of 
the month’s activities. This up-to-date and accurate 
information is a vital tool of management which has 
helped greatly towards: Capon. Heaton’s continued 
success and expansion. 





The secretary of the ara discusses a point of procedure 


with the operator of the Remington Foremost Accounting 
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A COMPLETE 
` ACCOUNTING JOB 
SE -FoR £350 


WITH THE UNDERWOOD 
SUNDSTRAND PORTABLE 
ACCOUNTING MACHINE 


Sales and Purchase Ledger Posting < 

) Pay Roll and PA VE 4 

Stores Recording 4 

> Costing and all other Accounting Records < 


On our special deferred terms you can install 
this machine immediately for a monthly 
cost lower than that of one junior clerk. 








~ 


AND CHOICE OF 28 TOUCH ` 
. ADJUSTMENTS WITH THE 


underwood 150 


: The typewriter that gives your typist the 

touch that’s exactly right—makes every 
letter éven and clear. Streamlined to give. 

a clear view of the work in hand, the 
Underwood 150 gives an operational response 
that’s “Personally Yours”. 

_» Four extra characters 
> Half-line spacing 


| > Elegant, easy-to-clean, polychromatic finish 





UNDERWOOD Standard Typewriters, 
Electric Typewriters, Continuous ` ` 
Form Machines 


EE underwood 


- Statistical Tabulators, Accounting Machines ` 
EE i UNDERWOOD ` BUSINESS MACHINES LTD 





; DEE Machines * 


a 


13 New Oxford St., London, WC Tel: CHAncery 313] -e e Factory: Brighton, Sussex. -` Sales and Service everywhere 
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HIRE- PURCHASE ACCOUNTS ~ 
POSITIVE CONTROL 


D the supply and choice of durable household 

goods has improved, the ready-money phase 

in retailing immediately after the war has 
been followed by an ever-growing demand for credit, 
and retailers have devised various systems of deferred 
payments to meet the demand and to increase turn- 
over. ‘The problems are accuracy, economy, security 
and speed in handling the multitude of repayment 
instalments. When it is considered that a single 
two-year hire-purchase contract, with instalments 
repayable weekly, may entail 624 entries in payment 
book, day-book and ledger, apart from initial entries, 
control accounts and arrears, the problem will be 
seen to be a formidable one, ‘especially in the retail 
trade, with its five-and-a-half-day week and conse- 
quent staff shortages. 

One of the first department stores to face this 
problem was Allders Ltd, of Croydon, where in twelve 
months the number and value of accounts repayable 
by monthly instalments increased roo per cent. 
They decided that the only way to guarantee control 
was to keep the ledgers right up to date, and just at 
this time they were fortunate in finding a quick and 
thoroughly reliable method of posting the ledger as 
the instalment was paid, with the enormous addi- 
tional advantage that ledger-card and customer’s 
payment book must agree. Looking for one thing, 
they found four — an up-to-the-minute ledger, posi- 
tive control, economy, and, as it proved, customer 
payments dealt with far more quickly. 


The New System 


The new system is centred upon a simple accounting 
machine very similar to, and evolved from, a cash 
register introduced into this country from Sweden 
-~the Sweda Instalment Register and equipment, 
supplied through London Office Machines Ltd. 
There are four additive totals, for deposits, cash 
price, interest and paid out, and four subtractive 
totals for deposit transfers, instalments, credits and 
rebates. There is also a key for picking up the old 
balance. 

Each totalizer has a capacity of £9,999 19s 11d. 
A number key records on the specail adapted 
sterling keyboard the account number, which prints 
only on the audit roll. There is also a ee oe 
and a central lock. 

When the customer has ere his goods, a pro 
forma is written in duplicate and the customer is 
interviewed. The repayment terms are agreed, refer- 
ences entered on a proposal form, and usually at 
this stage the customer likes to pay a deposit. A 
ledger-card is fed into the printing plate of the 
machine, and the deposit recorded. ‘The machine 
repeats ‘this amount automatically on a deposit 


receipt card which is handed to the customer. The 


ledger-card, pro forma and proposal form are then 
filed alphabetically. 


Dispatch Control 


When references have been approved, the pro 
forma is sanctioned by signature and a special dating 
stamp and is released to the department, together 
with the dispatch docket. The sales assistant signs 
one copy of the pro forma which the hire-purchase 
department retain to avoid dispute as to whether 
delivery was sanctioned. The assistant then writes 
the sales bill. One copy goes to the dispatch depart- 
ment, another to the dissection office, where the 
day’s total of completed hire-purchase sales is later 
agreed with goods posted to the accounts (see below). 

The hire-purchase department then type full par- 
ticulars of terms on to theeledger-card and allot an 
account. number. A customer’s payment card is 
typed with identical information. The machine 
operator checks the purchases on the proposal form 
with the copies of sales bills, and proceeds to post 
the goods. 

Posting the Goods 

The account number is registered on the audit roll 
and the ledger-card inserted. It already shows, as 
a credit entry, the deposit paid. The machine auto- 
matically sets the card to the-correct printing line 
by means of holes punched in the card at each 
registration. The deposit paid (say £15) is picked up 
in the subtractive deposits transfer key, the purchase 
debited at cash price ({100), on the goods key, 
interest (£4 5s) added by the interest key, and the net 
sum outstanding is sub-totalled, viz: 


Jan ro 1206 D 15 - -$S 
at Lë v > 
Gds 100 ~ — 
% 4 5 - 
Jan 27 0423 ` 89 5 -5 


A tap on the motor-bar registers the same total and 
serial number on the payment card, which is folded 
in three and sent in a wallet to the customer. 

The ledger-card is filed numerically in an ingenious 
ledger-tray which, by means of phosphor bronze 
clips on guide cards, enables rapid selection and 
shows at a glance whee cards have been removed. 
The first two digits of the account number denote 
the due date. 


Payment of Instalments 


When a customer pays an instalment, either person- 
ally or by post, the cashier extracts the ledger-card 
and checks the account numbers and balance on both 
cards. She registers the.account ntimber, inserts the 
ledger-card, picks up the old balance, registers: the 
‘instalment, and sub-totals the-new balance, with date 
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and serial number. A tap op Che motor-bar repeats 
the new balance on the payment card. 

Should a customer forget his payment card, the 
account number can be traced either from the 
alphabetically-filed agreements or from a strip-index; 
the machine prints the new balance on to an emerg- 
ency receipt card and the correct balance is brought 
down from the ledger-card when the payment card 
ig next produced. , 

Except at peak periods, when an assistant selects 
the ledger-cards, the system is operated by one 
cashier, who receives instalments, issues receipts and 
posts the ledger at approximately three times the 
speed of the former handwriting of receipts only. 

Correct pick-up of balance is checked before cards 
are replaced, and checked again by a clerk looking 
out arrears daily. 


SEEING THROUGH 
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Goods returned are credited by the credit key, 
rebates of interest by the rebates key, and the paid- 
out key is used for adjustments such as the exchange 
of the original purchase for one of different value. 

The eight totals are re-set daily by a removable 
key, and printed on to eight control cards, whence 
they are transferred to a memorandum book which 
shows the hire-purchase balance at a glance. The 
machine totals are posted to the relevant control 
accounts and proved monthly against listings of the 
ledger-card balances. 

The new system not only keeps the ledger-cards 
up to date, but has practically eliminated discrep- 
ancies between ledger and payment cards, provided 
control totals at the insertion of a key, and speeded 
up the handling of customers, with ample capacity 
for further increase in business. 


DOCUMENTATION 


PROBLEMS — 


HE dyeline or dia%o photo-chemical reproduc- 

tion process is becoming more and more 

firmly established as a simple and economical 
method of producing facsimile copies of anything 
typed, written, printed or drawn on translucent 
material. It has within the past three or four years 
received increasing recognition as an important 
implement in simplifying business paper work. 
This especially applies to the dry method of develop- 
ment which completely eliminates the need for mixing 
liquid developers and is therefore clean and very 
suitable for office use. Many executives, however, 
are either still quite unaware of the potentialities 
of this processor have deliberately avoided using it 
until they have had convincing proof of its advantages. 

The following. information may therefore be of 
use in illustrating a very few of the applications 
to which the Ozalid process of diazo photo-printing 
has been put and the advantages which have been 
gained from its employment. 
Application 7 
` , Sales Ledger 

Before the introduction of photo-printing by an 
engineering company approximately 112 hours were 
spent each month on operations such as heading up, 
transferring balances and generally preparing for 
posting. The installation of translucent ledger cards 
and photo-printing equipment resulted in a saving 
of nearly 100 man-hours per month. In addition 
posting time was speeded up by 30 per cent. 
Application 2 - 
Order — Invoice 
The installation of three photo-printing machines 
by a wholesale grocery concern has overcome most 
of the faults of the old system. Each. representative 
and telephone order clerk is provided with a supply 


of order sets printed on translucent paper. On calling 
for an order the representative inserts carbons in the 
set and writes out the order. The set consists of 
(a) charge sheet, (6) warehouse sheet, (c) delivery 
note. After receipt of the set at head office the orders 
are made up and charge sheets completed with all 
information and prices. They are then photo-copied 
and the resulting copy is sent out as the customer’s 
invoice. This procedure has considerably simplified 
the wholé system which is now much faster and 
more positive than by the old system. 

Application 3 

Hazard Lists -Stowage Plans — Company 

Accounts i 

Hazard lists are necessary when a ship carries a 
dangerous cargo.. Up to eight copies are required 
and before translucencies and photo-printing were 
employed production involved double typing, carban 
interleaving and double checking. Now; in a firm of 
ship-owners and charterers, one translucency only ` 
is typed and copies produced from this master. 

Stowage plans. Twenty copies of this document are 
normally required and before installing diazo photo- 
printing these were produced by a slow and costly 
photographic process. A considerable saving- in 
labour and cost has resulted. 

Company accounts. Many involved financial 
statements covering both holding company and sub- 
sidiaries are prepared under this heading. As many 
as three draft sets of figures.may be prepared before 
the final accounts are published. 

This work has been streamlined and much more 
easily handled by typing on translucent paper and 
amending and alteri SE necessary directly on to 
the translucent: Copies are easily produced at any 

estage by simply ‘passing the originals through th 


machine. 
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| PRIMUS STANDARD REGISTER 


Fer HAND-WRITTEN RECORDS, 

the Primus e Ve used in con- 
juncticn with Continuous Station- 
ery ensures the same speedy smooth 
operaticn, while a copy automatic- 
ally locked In the machine provides 
your auditor with a check on each 
transaction. 






CARTER-DAVIS LTD 


QUEEN ELIZABETH STREET, LONDON, SET 


Tel: HOP 5344 (5 lines) 


S Branches: Birmingham, Bristol, Dublin, Edinburgh, Glasgow, Leeds 
Leicester, Liverpool, Manchester 
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Thousands of important concerns 
use Banda equipment 
on systems applications... 


Many thousands more use Banda machines as standard equipment 
in accounts departments, offices and mail rooms. 

Whether your problem is shortage of staff, lack of efficient control 
of production, wages, material or progress, up-to-date costing, 
copying ormailing,itcanbe Bove by the use of Banda mechanised 
office equipment. 


Come and see us at the 


Business Efficiency Exhibition 


If.you are unable to attend, the B.& A. free advisory 


service is available at our nearest branch. 


BLOCK & ANDERSON LIMITED 


58 KENSINGTON CHUROH STREET, LONDON, W.8.  WEStern 7250 (10 Lines) 
Branch Offices in BELFAST, BIRMINGHAM, BRISTOL, CARDIFF, DUBLIN, DUNDEE, 
EDINBURGH, EXETER, GLASGOW, LEEDS, LEICESTER, LIVERPOOL, ‘MANCHESTER, 
NEWCASTLE, NOTTINGHAM, PRESTON, BHEFFIELD, SOUTHAMPTON, STOKE-ON-TRENT 
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BANDA 


Selective Reproducing Machines 


BANDA 


Spirit Duplicating Machines 


PRODUCTROL 


Visnal Control Boards 


PLAN FLEX 


Visual Control Boards . 


BANDAVELOP 


Photo Copying Equipment 


FACIT 


10-Key Calculators 


MARCHANT 


High Speed Antomatic Calculators 


VICTOR 


Adding/Listing Machines 


FLEXOWRITER 


Automatic Writing Machine 


JUSTOWRITER 


Tape Operated Composing Machine 


BANDAFOLD 


Paper Folding Machine 


BANDAMAIL 


Letter Opening & Sealing Machine 


BANDASHRED 


Document Destroying Machine 
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CENTRALIZED STORES CONTROL 


Decca Group of Companies, engaged in the 

production -of specialized types of radar 
equipment which are widely used for navigation 
purposes. In recent years a very large amount of 
shipping has been equipped with their devices and 
the company provides a world-wide service to ensure 
that installation, maintenance and repairs can be 
carried out efficiently during the limited stay of a 
vessel in the major ports of the world. 

In the United Kingdom, a series of thirteen 
depots has been set up at strategic points, to provide 
services and materials for keeping Decca equipment 
in good order. Obviously, each depot must hold a 
large stock of spare parts and as some 6,000 different 
items are involved — many of them of a costly nature — 
a considerable amount of money is tied up in them. 
In addition, there is a central store, holding a sub- 
stantial reserve upon which depots and overseas 
agents can draw. 

In order to keep this service running smoothly, a 
close control of stocks is essential. The aim, firstly, 
is tO maintain stores in each U.K. depot at an 
economical level; secondly, to ensure that if a depot 
should be deficient of a part a transfer can be made 
from either the central store or from another depot 
with the utmost speed; and, thirdly, to assess the 
demand for materials from overseas sources. Control, 
iz was found, could only be effective if the basic 


D ECCA RADAR LTD is a member of the 


THREE BLOCKS OF AUXILIARY 
STOCKS. 


SHEETS 


we oem 
a 2 


` MAIN CARD 
FOR SUMMARY 
OF STOCK MOVEMENTS. 


\ EEX 


records were centralized and if a system was devised 
whereby one responsible person could tell, at any ` 
time, exactly what quantity of any individual part 
was in stock at each depot and at the central store. 
This person could, then, regulate the flow of parts 
in accordance with demand and arrange for the rapid 
movement of items from place to place in the event 
of an emergency. ` 

Appreciating that the system was falling short of 
their required standards, Decca Radar Ltd invited 
Roneo to examine the problem and to make recom- 
mendations as to how the procedure could be 
improved. 

Need for Centralization 

It quickly became apparent to the Roneo investi- 
gators that a still greater degree of centralization was 
needed. Instead of an individual index for each depot, 
a single record was prescribed showing at one point 
the complete state of stocks throughout the organiza- 
tion. To achieve this, a special adaptation of the 
Roneodex principle of visible card recording was 
devised. 

Accordingly, the former card indexes have now 
been replaced by a series of visible card record 


‘cabinets of the flat tray type in which the cards are 


retained at their upper edges by revolving brass 
holders. By this means the lower edge of each card 
is exposed, displaying the reference number and name 
of the part. An essential advantage of this is that 
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only one basic set of forms is employed for each item 
of stock. 

Attached to the main card, by interlocking with 
the holder, is a set of narrow auxiliary sheets, one 
being provided for each depot and one for the 
central store. These sheets are arranged in three 
batches and on them are recorded details of all 
incoming and outgoing parts. The method of attach- 
ment permits sheets to be readily replaced when 
entry space has been filled and allowance has been 
made for still further expansion in the number of 
depots. 

The base card contains (a) particulars of bulk 
receipts into the central store, (b) brief details of 
depot réceipts and issues, summarized from the 
auxiliary sheets, and (c) a record of overseas dis- 
patches. By this means, it is possible to ascertain 
from which production batch any issue has been made. 

The exposed edge of the base card is covered by a 
transparent protector and into this, but on the 
reverse side of the card, is inserted a further card of 
a contrasting colour, its upper edge also engaging 
in the holder. This has a dual function. In the first 
place, it records unfulfifled demands for equipment, 
so ensuring priority of treatment when new batches 
become SSES Its second purpose is to provide a 
priced record of batch productions which, in com- 
bination with the summarized details on the base 
card, greatly simplifies the costing of issues. The card 
is removable, as it is frequently required for inspec- 
tion elsewhere, a round hole punched in the exposed 
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margin of the base card ‘flashing’ its absence from 
the set of forms. 

Incorporated in the visible edge of the card is a 
control feature which makes use of movable trans- 
parent signals. These are adjusted at the time of 
entry to show the general stock position of all items, 
pointing out those that require renewing. 


Efficiency of New System 


This combination of forms (as wlustrated) has 
brought together all basic information relating to each 
stock item, considerably reducing the time formerly 
spent in entry and reference. The speed with which 
items are now located enables the record clerks to 
keep postings fully up to date. Moreover, the fact 
that all details are in one place makes it possible to 
arrange transfers without delay and to keep a con- 
stant review upon the general stock position. The 
introduction of this system has resulted in a decrease 
in the demand for emergency transfers, a balanced 
stock being much more easily maintained. 

The system has now been in operation for two. 
and a half years, during which time both the depots 
and stock parts have increased in number. These 
extensions have been comfortably accommodated 
and the system is working smoothly and efficiently, 
more than justifying its initial cost. Decca have 
reached a standard of control higher than was 
previously possible and the distribution of stocks is 
organized in such a way that material economies 
have been achieved. 


PAYROLL DIFFICULTIES OVERCOME 


J. SIMMS, SONS & COOKE LTD, a 

\ X / large building and civil engineering com- 

@ pany in the Northern Midlands, employ 
330 employees in their works, who are paid weekly, 
and in addition a total of 300 salaried employees, 
some of whom are paid weekly and some monthly. 
The wages week for the works employees ends 
on Sunday each week and the pay-out takes place 
on the following Thursday. Weekly salaried staff 
are paid each Thursday for the week ending on 
the following Saturday, whilst the monthly staff 
are paid on the 15th of each month. 

Prior to the installation of the Anson Payroll 
System the routine was to compile separately the 
Inland Revenue P.g or Pit cards and the wages 
and salaries sheets, while the essential information 
for the employee was copjed on to a manila pay 
packet. It was appreciated that the separate com- 
pilation of each record was time-wasting as well as 
being prone to transcription errors which naturally 
resulted in difficulty in the balancing of the P.g 
- and P.1z tax card deduction totals with the cheques 
remitted to the Inland Revenue. 

The company’s difficulties were discussed with 
an Anson representative and forms were designed 
to suit the particular requirements of the organiza- 
tion. Due to the varying nature of each of the main 


sections, it was necessary to design three special 
layouts. The Anson system provides for the simul- 
taneous compilation of the tax and earnings record 
card, the payroll and the individual pay statement. 
The use of adhesive tax-free pay code strips elimin- 
ates reference to the income tax Table A and the 
adoption of transparent pay envelopes avoids the 
necessity of writing employees’ names on thespay 
packets. | | 

The system does not require specially-trained 
operators, for it is efficiently operated by a wages 
clerk after a few minutes’ instruction. 

The installation was effected without any ‘teething 
troubles’ and is giving complete satisfaction. The 
saving in routine clerical effort alone has more than 
repaid the initial cost. The works payroll prior to 
the installation of the system required one whole- 
time clerk and one part-time clerk, but it is now | 
dealt with entirely by one part-time clerk, Further- 
more, the layout of the forms is such that all neces- 
sary figures are available for the compilation of 
weekly control accounts of earnings and tax de- 
ducted, so that each week the records are known to 
be in balance. It is therefore unnecessary for a special 
routine to be instituted at the end of each year in 


e order to balance the P.g and P.11 cards against the 


cheques remitted to the Collector of Taxes. ` 
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on business figurework 


E The increasing complexity of business accounting REMTIMATIC is the modern method of manual 
and business figurework presents a serious prob- @ccounting. Based on Foremost systems, it offers many 


` SE i f th d labour-saving advantages of mech- 
em for any eromiig Oreanisation. Eegenen, “2 0 ee 


: anisation, for less than the price of a typewriter. 
and implementation of accounting systems 


‘tailor-made’ to the requirements of individual FRONT FEED TYPEWRITERS are the inexpensive way to 
companies is a service offered and executed better quicker and neater small-business machine book-keeping. 
by Remington Rand. 99 PRINTING CALCULATOR Automatic short-cut multi- 
` e e haniad plication ; automatic division ; addition and subtraction; 
kee e ten key touch; every element of figurework printed 
and manual accounting systems whose degree of flexi- 


-roll. 
bility and adaptability cover every aspect of modern GE 


EE UNE PERCE: Youre welcome to a demonstration (free and without 
. bligation) of the Remington Rand range of all-purpose 
FOREMOST and 224 are Remington Rande all-purpose ` obligation) of ng EES E 
g i accounting machines. 
accounting machines; easily adaptable to every account- 
.| ing function with speed and accuracy; yet remain within 
the range of quite modest businesses. 


! ` at stand 


| . EE EE 





REMINGTON RAND LIMITED 


i 
l 
- 1-19 New Oxford Street, London WCI Tel: CHAntery 8888 
i Branches in all principal cities 
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Come and see us on 
STAND No. 16 
BINGLEY HALL FEB. 20-25 





Which ` 
third ` 
shall we 
save... 


asks this Accountant it’s a question of 
time of course — peak period time — end of 

- the month time — Statement time. By ` 
applying the copyline C25 ledger machine © 
you have a new conception in Sales and 
Bought Ledger Statement production which . 












saves up to one-third in man hours. x Eliminates posten posting 
Imises ngspace: ' 
ý E requirements 
OG Saves posting time 
= @ Eliminates transfer of 
Examine these l balances at month’s end 
ae | _ © Makes discrepancies - 
highlighted advantages impossible | 
p @ Ends Statement addressing 
and write for Bulletin— Kee 
“Application of Copyline 6 Minimises suspension ‘am 


of posting during balancing 


to Ledger Work” period 


The COPYLINE C23 is the only Ledger size rotary, 
combined-exposing-and-processing unit on sale. it’s portable, 
operates |n any light conditlons, and is vircually noiseless, 
Unskilled operacion. Full after-sales-service facilities: 

Overall Measuremen®s 25° x127 x6, ` 


d JA COPYCAT i 
By ~ copy please 





COPYCAT LI MITED 


‘COPYCAT’ COPYLINE DUPLOMAT 


The Pioneers of phote-copying in the office 
II SOUTHAMPTON ROW, LONDON, WCI. TEL: NO. CHANCERY 5725-9 
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| 
| REPRODUCTION OF ACCOUNTS 


able to reproduce clear, -legible and accurate 
copies of balance sheets and accounts. In recent 
years, the increased demand on the part of clients 
for greater numbers of copies, in addition to those 


required under the Companies Act of 1948, has 


proved a problem to many firms of practising 
accountants who have found it difficult to produce 
such copies , economically and without waste of 
time. 

| Many large and small firms throughout the 
country are now dealing with this problem realisti- 
cally with the aid of spirit duplicators. This equip- 
ment, they have found, provides the means of 
meeting the demand for a larger number of copies 
in a far more practical’ manner than by repetitive 


I: is a matter of importance to accountants to be 


ing. 

"The disadvantages of the old carbon copying 
method are obvious. If more than five or six copies 
are required a complete re-typing becomes necessary 
doubling the time taken in preparing the copies. 
If, in calling over, typing errors or accounting mis- 
takes are discovered it means that each copy has to 
be altered individually and as a result each copy has 

be re-checked individually. Moreover, if at a 
ie date, the client requires further copies of the 
balance sheet it means yet another complete re- 
typing and further checking. Again, if the ruling 
and comparative figures are to appear in red it means 
interleaving and realigning a fresh set of red carbons, 
or typing on each copy separately; so that, more 
often than not as a matter of expediency the top copy 
only i is produced in two colours. A final disadvantage 
is the way in which the last copies from a carbon 
EE become smudged and blurred when ah 

the office files over a period of time ~ eventual 


becoming almost illegible. 
SCH Difficulties Overcome 


The use of a spirit duplicator, however, overcomes 


these difficulties simply and easily. Neither ink nor 
stencils are required; the information is typed, 
written or drawn on to a ‘master’ which is backed by 
a hectographic carbon transfer sheet of the colour 
required. ‘The ‘master’ is then clipped on to the drum 
of the spirit duplicating machine and the copies, 
in two or three colours, can be run off in one 
operation. Time, trouble and money are saved by the 
complete simplicity of the method. 

One well-known firm of practising accountants in 

e City who have been using a Block & Anderson 
Banda spirit duplicator for some years have re- 
organized their copying department with this 
machine. As a result they have a smooth and prac- 
tically foolproof method of dealing with their copying 
requirements, 
| The rough draft of a balance sheet stamped with 


İ 


details of the number of copies required, is handed 
to a copy typist who copies the draft on to a ‘master’, 
using a black transfer sheet for the body of the 
document, and a red one for entering the compara- 
tive figures in the appropriate places. All ruling is 
done on the typewriter, though this could, of course, 
be drawn on the ‘master’ by hand. 

The ‘master’ is then returned to the audit staff 
for the call-over. Any errors are pointed out to the 
typist who alters the ‘master’ without trace and 
sends it back for re- checking. When finally approved 
the ‘master’ is stamped ‘Typed by’, ‘Called by’ 
and “Cast by’, those concerned enter their initials 
and the typist runs off the required number of 
copies on the Banda. 

The client’s copies (varying from four to thirty) 
are sent to him; any alterations he wants to make 


‘in regard to the dividend or other features of the 


balance sheet may thereafter be effected on the same 
‘master’ from which further copies are taken for 
the Inspector of Taxes or for other authorities who 
may require them. The firm keep one copy for their 
records file and another copy, on which all the dates 


and figures are deleted, is retained for use as the 


following year’s draft. 


‘Masters’ Kept Indefinitely 


The ‘masters’ are filed numerically and are kept for 
an indefinite period. This is done in case, as quite 
often happens, additional copies are needed in the 
future. When this happens the ‘master’ has only to 
be put on to the machine and copies run off. Recently 
the firm had to produce a balance sheet dating back 
six years and perfectly legible copies were produced 
from the ‘master.’ Because of this advantage the 
firm in question prefer to have a ‘master’ prepared 
when even only two or three copies are needed 
initially. 

The copying of balances and accounts 1s the main 
application for which this firm use their Banda, and 
while they have two copy-typists who specialize in 
producing balance sheets on the machine in what 
they call the “Banda room’, every member of their 
secretarial staff has been taught how to use it, for 
they find the machine helps them with normal office 
work. Circulars to clients, monthly cash statements, 
internal memos, lists of sharebolders and dividends, 
pro-formas and many other items that previously 
had to be printed are now quickly and efficiently 
reproduced on the Banda. 

Banda equipment is being used by many other 
firms of accountants in a similar way and they are 
finding it invaluable. The most widely used model 
is the Banda 170 HAF which*incorporates roller 
damping, automatic fluid cofftrol and automatic 


*feed. It will take paper of any size up to 17 X 30 


inches. 


re ER ACCOUNTANT 





$ answer 


About the Analytical Accounting Machine with 198 Registers 


So this is the Logabax 


analytical accounting machine? 
But where are the 198 registers? 


I thought there was a catch! 
t means I can only 
analyse to 99 headings 

in one run? 


Very flexible, 
Is it a slow operation? 


That’s fast enough for me! 
How do I figures? 


Does it take long for an 
operator to learn how to use it? 


SS . : Most interesting. I must . — 
go further into this. 





LOGABAX LTD, 21 BUCKINGHAM 


Yes, it ts compact Isn't it. 


Underneath the machine, in two banks of 99 in each bank, 


no. Both banks can be used for a s le run, 
Ka Zeg over 190 separate detec oid sis, 
Alternatively, you can analyse to two different sets of 
headings, each with 99 registers, at the : same time, 


On the contrary, it is very speedy. An average operator 
can analyse over 1,000 items per hour. ` 


All entries into the machine, and totals taken from it, 

are printed on a Tally Roli— or some other document — so they can 
be called back, The machine ‘also provides . 

very adequate check totals. 


No, it is a very simple machine to operate. About 
2 hours is cient to learn the technique, and then it is 
a matter of practice for speed. 


- One of our. trained Technical Ge will be 


very pleased to investigate your problem — without any ` obligation 
of course. We would then prepare our proposals 

actually worked out on the machine, zo that 

you can see exactly what your results will be. 


Please make a note of our address. 


Come and see us at 
The Business Efficiency Exhibition 
Birmingham, on STAND 82 


London Address: 


TELEPHONE: TATE GALLERY 8142-3-4. BRANCHES AT BIRMINGHAM AND MANCHESTER 


` February 11th, 1956 


PALACE ROAD, LONDON, Swi 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. | 


The Edi 


Accounting for Management 
SIR, ~ I read with great interest. your leading article 
in the issue of January 21st. The phrase ‘some execu- 
tive experience’ is not explicit, but is meant to imply 
that anyone unde 
discussion should have held a position in industry 
where he is responsible for at least some of the ac- 


counting function, that is to say, chief accountant, — 


assistant accountant, or cost accountant. 

| The point of view that is put forward is that 
experience gained in a professional office is not suffi- 
cient to give an accountant an understanding of 
industry great enough to enable him to do consulting 
work of the quality that industry has the right to 
expect from members of the profession. It would, 
I think, be valuable if your readers who are in industry 
would indicate whether they agree, or disagree with 
this statement. 

In putting it forward it is not intended to deprecate 
the value to an accountant in industry of training in 
a professional office; this must always be the firm base 
on which is founded all subsequent growth and 
development by him of the accounting art. 


Yours faithfully, 
` London, Sr. IAN T. MORROW. 


Overdraft: Treatment of Holiday Money 


Sir, — I am auditor of a similar undertaking but I would 
suggest that ‘Unbowed’ (January 28th issue) con- 
tinues his opposition. In my case the bank account is 
controlled by signatories (called trustees, although 
there is no trust deed) appointed jointly by the com- 
pany and the workers but under the same agreement 
with the unions. Surely the balance of such an account 
is the property of the trustees and is not an asset of 
theseompany, so should not appear in the balance 
sheet. If the auditors seek to bring in this banking 
account they must include a liability of an equal sum 
representing the amount supposedly due to the 
trustees, or the workmen. However, from the 
moment the holiday 'moneys are drawn from the main 
banking account and placed in the hands of the 
trustees no such liability exists and, therefore, the 
balance sheet would be incorrect on two counts. 
Yours faithfully, 
HARVEY BEE. 


Survey of Clerical Salaries 


SIR, — You have on previous occasions drawn the 
attention of your readers to the surveys undertaken 
by this Association at two-yearly intervals, into the 
wages paid to clerical workers. On the last occasion, 


in 1954, information was supplied by nearly 850 | 


establishments, employing over 70,000 clerks. 
For the survey on March rst next, it is hoped that 


ing the kind of work under- ` 


itor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


information will be provided covering 100,000 clerks, 


‘thus enabling the published results to be even more 


representative both in regard to industries and areas 
from which the information is obtained. 

The amount of form-filling has been reduced to a 
minimum and if any of your readers would like to 
co-operate in this survey I shall be very pleased to 
send further details to them. 


Yours faithfully, 
J. L. COUSINS, 
l Secretary, 
OFFICE MANAGEMENT ASSOCIATION. 
58 Victoria Street, 
London, SWr. 


The Drift to Industry 


Sir, — The rate at which young qualified accountants 
are leaving the profession for industry is more than 
alarming. It portends serious danger to the future 
quality of the service given by the profession. 

The reasons are fairly obvious: Industry offers 
higher salaries, pensions and early recognition of 
qualification and practical experience. 

The profession needs to readjust itself to these 
attractions. Fees could be aligned with the general 
increase in prices. Pension schemes are available. 
Prospects of partnership could be made more 
definite. Otherwise, the profession will be empty of 
the qualified experienced seniors to succeed into 
partnerships. 

Yours faithfully, 
SENIOR. 


‘Articles or no Articles 


Str, — Professor Solomons dismisses the importance 
of articles when comparing English and American 
accountancy training (February 4th issue, p. 115). 
The Institute does, however, dominate the profession 
throughout the world! 

Yours faithfully, 


Bristol. L. C. WORRALL. 


Found,and Lost 

Zur, ~ As one o’ they ‘working journeymen’ koindly 
mentioned by Professor Solomons in his article in 
your Issue of February 4th, Oi would not make so 
bold as to question his statement about Truth, to 
the effect that it is not in the universities that her 
enemies are most loikely to be found. 

The question Oi would loike to axe — beggin’ your 
pardon — is: Be she safe thur? " ; : 

i Yours respeckfully, 


London, SWT. B. KENNETH FLETCHER. 


i, 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and SE meetings of the Council held 
on Wednesday, February 1st, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr W. S. Carrington, President, in the chair: Mr A. S. H. 
_Dicker, Vice-President; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. A. Hamilton 
Baynes, Sir Bernhard Binder, Messrs J. Blakey, C. W. 
Boyce, c.B.z., W. G. Campbell, D. A. Clarke, J. Clayton, 
E. C. Corton, W. G. Densem, W. W. Fea, Sir S. H. Gillett, 
M.C., Messrs D F. Granger, D. V. House, W. H Lawson, 
C.B.B., R. P. Leech, M.B.E., T.D., R. McNeil, K. A. E. 
Moore, S. J. Pears, C. U. Peat, m.c., P. V. Roberts, L. W. 
Robson, Sir Thomas Robson, M.B.E., Messrs G. F. 
Saunders, Gilbert D. Shepherd, M.B.E., B. Smallpeice, 
C. M. Strachan, ong, E. D. Taylor, G. L. C. Touche, 
E. G. Turner, M.C., A. D. Walker, M. Wheatley Jones, 
E. F. G. Whinney, R. P, Winter, M.C., T.D., with the 
Secretary ane Assistant Secretaries. 


Re- admission 


One application for re-admission to ae was 
not acceded to. i 


Exemption from the Preliminary Examination 


Two applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Three applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Students from Overseas 


The Council decided to publish the following state- 
ment: ` š 


r. For many years students from overseas, mainly 
from countries of the British Commonwealth, have 
come to this country in order to serve under articles 
and have then returned to their own countries after 
qualifying as members of the Institute. In recent 
years there has been a considerable increase in the 
number of overseas students wishing to follow this 
procedure and the Council is anxious to ensure that 
all suitable students are able to enter into articles. 

2. While a number of inquiries are received from 
students whose general education is such that it does 
not fit them to enter into articles, nevertheless many 
overseas students are of a high educational standard; 
some of them have been specially selected and spon- 
sored by their governments as being persons who can 
confidently be expected to benefit greatly from: train- 
ing under articles in the United Kingdom and to make 
in due course a substantial contribution towards the 
development of the accountancy profession in their 
own countries. ` 

3..A number of ‘firms ere already assisting the 
Secretary in placing suitable overseas students but the 
help of a much greater number is now required. The * 
Council recognizes ‘that -in some offices there is a 


ap, 


shortage of vacancies for articled dieiis, tat vacancies 
are often pledged for long periods in advance and that 
there are also other practical difficulties. It is neverthe- 
less believed that there are many offices where some 
of these difficulties may not apply. The Council has 
therefore decided to establish a register of members 
with suitable practices who are prepared to take over- 
seas students as articled clerks. Those who are able 
to do so will be rendering a real service to the Institute 
and to the profession, not only in the United Kingdom 
but throughout the world. 

4. Members who wish to have their names entered 
in the new register are requested to write to the Secre- 
tary and they will then be notified of the details required 
to maintain an effective register. Entries in the register 
will be treated as confidential. Brief details of students 
applying for vacancies will be notified to appropriate 
members on the register and it will then be for the 
members to communicate direct with the students if 
they wish to do so. 


Exemption from the Intermediate Examination 


Twenty-four applications under bye-law 85 (a) for 
exemption from the Intermediate examination by 
articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 

Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to, 
and one application was not acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to three applications under bye- 
law 57 from articled clerks to engage during their 
service under articles, in other business for the sole 
purpose and to the limited extent specthed in the 
applications. ES 


Articied Clerks: Industrial Experience 


Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Intermediate Examination 


One application under bye-law 81 from an articled 
clerk’ for permission to sit an’ éarlier Intermediate 
examination was acceded to. 


Examination Results S November 1955 


~The Examination Committee reported the results- of 


the examinations in November 1955, as. follows: 











: . Passed Failed Total 
Preliminary .. vs 32. DA 96 
Intermediate .. Y 577 587 1,164 
Final .. ses 452 496 948 

1,061 1,147 2,208 
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The following prizes and certificates of merit were 
awarded: 


Preliminary 
Deloitte Prize for the year 1955 
M. H T. Willings, Wembley. 
(May 1955 Preliminary Examination) 


Intermediate 


First Certificate of Merit, the Institute Prize and the Stephens 
Prize (both shared with one other) and the Plender Prize for 
the General Commercial Knowledge paper 
D. Anton (G. E. Jones), London. 


First Certificate of Merit, the Institute Prize and the Stephens 
Prize (both shared with one CS and the Frederick Whinney 


Priz 
P. C. Sapsed (G. S. Fletcher), Penden: 


Third GC e? Merit and the Tom Walton Prize 
Way (J. F. Allen), Crewe. 


Fourth D E Merit and the Flight-Lieutenant Dudley 
Hewitt D.F.C. Prize 
J. D. Cormie (P. A. Bayliss), London. 


Fourth Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
F. A. Noble (R. C. de Zouche), Liverpool. 
Sixth Certificate of Merit 
F. P. Delaunay (F. Broadie), Manchester. 
Seventh Certificate of Merit 
A. J. Donovan (H. Darrell), Croydon. 
P. Griffin (D. A. Smith), Wolverhampton. 


Ninth Certificate of Merit and the Plender Prize for the 
Book-keeping and Accounts (Partnership) paper 
P. W. Young (H. Darrell), Croydon. 


Ninth Certificate of Merit 
T. C. Moss (A. A. Beardsall), Grimsby. 


Eleventh aes of Merit 
D. E Appleby (C. N. Smellie), London. 
T. Davies (H. W. S Sydenham), London. 
W. L. E. Davison (A. W. Slee), Barnstaple. 
J. R. Hearn (H. V. Davies), London. 


Fifteenth Certificate of Merit 
N. A. Joseph (G. Sorene), London. 
K. C. R. Trafford (H. Tonge), Oxford. 


. Seventeenth Certificate of Merit 
ww B. A. Baldwin (W. R. G. Weaver), London. 


Eighteenth Certificate of Merit 
T. G. R. Lawrence (B. J. Davis), London. 


Nineteenth Certificate of Merit 
B. H. Miles (M. C. Stothert), Bournemouth. 


Twentieth Certificate of Merit 
B. C. Bingham (H. W. Davidson), London. 


Twenty-first Certificate of Merit ` 
W. H. Holland (C. M. Strachan), Hull. 
M. R. C. Lomax (E. Dutton), Chester. 


Twenty-third Certificate of Merit 
R. Joy (L. Hodgkinson), Bradford. 
Plender Prige for the poe keeping and Accounts (Limited 
Comp ae) paper 
G. F. Arnold TE L. Plewman), Leicester. 


Plender Prize for the Book-keeping and Accounts 
(Executorship) paper 
. Miss J. Redfern (G. Lonsdale), J London. 


Plender Prize for the Auditing paper 
A.M. Scrutton (V. A. S. Goddard), London. 
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Final 


First Certificate of Merit, the Institute Prize, the W. B. Peat 
Medal and Prize and the Plender Prizes for the Advanced 
' Accounting (Part I) and the Taxation papers 
D Mendelssohn (J. F. T. Nangle), London. 


Second Certificate of. Merit, the Walter Knox Scholarship, 
the William Quilter gier? SE the Plender Prize for the 
Paper 
C. P. David SC KS Daniel), Cardiff. 


Third Certificate of Merit 
R. Gray (P. W. Mertens), London. 


- Fourth Certificate of Merit 
R. N. Hollingsworth (H. Bashforth), Sheffield. 


The leiere Whinney Prize and the Plender Prize for the 


dvanced Eege? (Part IT) paper 
B. C. G. Wright (J J. Clark), Hove. 


Plender Prize for the General Financial Knowledge and 
Cost Accounting paper 
Miss J. R. Moore (E. A. Mortleman), London. 


Plender Prizes for the English me (Part I) and (Part II) 


paper 
J. Murray (W. S Preston. 


O. C. Railton Prize fôr the year 1955 
J. Lowe (R. H. E. Wilkinson), Manchester 
(May 1955 Final Examination.) 


Certificates of Practice 
It was resolved: 


That certificates of ‘practice be issued to the follow- 
ing fifty-one associates who have commences to 
practise: 


Armitage, James Oswald; 1938, A.C.A.; (M. ENN Eli 
& Co), 8r Bell Street, Henley-on-Thames, and at 
London. 

Atherton, Arthur Ee 1938, A CA: (M. W. Burrough 
& Co), 10 South Street, Bridport, Dorset. 

Atkins, Kenneth Frederick: 1952, A.C.A.; (*Chalmers, 
Wade & Co), 20 Chamberlain Street, Wells, Somerset 
(for other towns see *Chalmers, Wade & Co). 


Beaty, Neville Lancaster; 1953; A.C.A; 7 Strawberry 
Terrace, Stanwix, Carlisle. 

Beverley, Gerald; 1954, A. CA. (Gerald Beverley & Co), 
92 The Avenue, Brondesbury Park, London, NW6. 

Bowtell, Raymond Charles; 1953, A.C.A.; Barclays Bank 
Chambers, South Street, Farnham, Surrey 

Brogden, John Patrick Newton; 1952, ACA. (C. J. H 
Jones, Avens, Worley & Co), 15 Commercial Road, 
Portsmouth. 


Cattermole, Leonard Ernest; 1954, A.C.A., (*Richard H. 
Nerney Er Co), 141 Moorgate, London, ECa, and at 
Ilford and Southend-on-Sea. 

Cheesman, Ronald Frederick ; 1955, A.C.A.; (W. A. Scott 
& Co), 50 Cannon Street, London, EC4. 

Collins, Frank; 1952, A.C.A; 66 Heathcote Drive, East 
Grinstead, Sussex. 

Cooper, F rancis Ernest; 1922, A.C.A.; 120 Wheeler’s Lane, 
King’s Heath, Birmingham,:14. 

Donert, Jack Burke; 1953, A:C.A.; (J. B, Donert & Co), 
241 Elgin Avenue, London, Wọ. 

Dutton, Anthony Charles; 1953, A CA: (Dutton & Co), 
6 Spencer Parade, Northampton. 


Edwards, Peter, B.A; 1954, A.C.A.; (C. J. Hayward & Co), 
8 Cross Street, Reading. 


s i T REESEN 
* placed against a firm name signifies that the firm is not 


exclusively composed of members of the Institute. 
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Ellison, John Spencely, MA: 1953, A.C.A; (Bryce Hanmer 
& Co), 1-3 Stanley Street, Liverpool, 1, and at London. 


Frewin, Reginald George; 1953, A.C.A.; (M. Spencer Ell 

` & Co), 8: Bell Street, Henley-on-Thames, and at 
London. 

Goodwin, Bernard; 1955, A CA: Stratford Mansions, 34 
South Molton Street, London, W1. 


Hackett, Michael Anthony; 1954, A.C.A.; (*R. H. Hackett 
& Co), Bethune House, 88 West Street, Farnham, 


Surrey. 

Harding, Peter Martin; 1952, A.C.A.; (Todd, Tanser & 
Co), Bank Offices, 3 Granby Street, and 4 The Crescent, 
King Street, Leicester. 

Hawkins, John Wilson; 1953, A CA: (Alfred Hawkins Sr 
Co), 40 Castleford Road, Normanton, Yorkshire. 

Henning, Charles Brian; 1954, A.C.A.; (*Thomas & Co), 

- 16 Buckingham Palace Gardens, London, SW1. 

Hobbs, James Edward; 1950, A.C.A.; 67 St Kenelm’s 
Avenue, Halesowen, Birmingham. 

Hobson, William; 1930, A.C.A; (*Kidsons, Taylor & 
Co), 1 Booth Street, Manchester, 2, and at Barmouth 
and London. 

Holden, Ralph Burton; 1953, A.C.A.; (Porter,.Matthews & 
Marsden), 43 Preston New Road, Blackburn, and at 
Burnley. 

Huggons, Denis Arthur; 1955, A.C.A.; (Nevill, Hovey, 
Gardner & Co), 94 Old Broad Street, London, EC2, and 
at Hove. é 

Keily, John Martin; 1952, A.C.A.; (Forrester, Boyd & Co), 
5 Market Place, Louth, Lincs. 

King, Laurence Louis; 1955, A.C.A.; 114 The Avenue, 
Highams Park, London, 


Lewis, Dennis Stanley; 1951, A.C.A; (*Alex. Parkes, 
Westmacott & Co), 3 Copthall Buildings, Copthall 
Avenue, London, ECa2. 

Little, John Oliphant; 1932, A.C.A.; Plas Marian, The 

. Dingle, Penmaenmawr. 

Macro, Neville; 1951, A.C.A.; etherell Gard & Co), 
1—2 Headland Villas, North Hill, Plymouth, and at Looe. 

Martin, Donald Julian; 1953, A.C.A.; (Freeman, Sutton & 
Co), go Queen Street, London, EC4. 

Massey, Frederic Broome; 1936, A.C.A.; (Everett, Morgan 
& Grundy), Bush Lane House, Bush Lane, Cannon 
Street, London, EC4, 

Maughfling, Bruce Rosewarne; 1953, A.C.A; (Waugh, 
Haines & Co). 15 King Street, Hereford. 

Moore, Richard Derek; 1950, A.C.A.; (James Fraser & 
Sons), 31 Copthall Avenue, London, ECz. 

Moss, Stanley; 1951, A.C.A.; 74 Sheot-up Hill, Crickle- 
wood, London, NW2. 

Nathan, Raymond; 1955, A.C.A.; (R. Nathan & Co), 
110 King Edwards’ Road, Hackney, London, Eg. 


Pollock, Kelvin Alexander; 1952, A.C.A.; (Tribe, Clarke, 
Darton & Pollock), 62 High Street, Rochester, and at 
Sittingbourne; also at London (Tribe, Clarke, Painter, 
Darton & Co). 

Poole, Allan Lawrence; 1938, A.C.A.; (*Pannell, Crewdson 
& Hardy), 9 Basinghall Street, London, EC2, 

Price, Arthur Stanley; 1955, A CA: (Baker Bros. Halford 
& Co), Selborne Buildings, 14 Millstone Lane, Leicester. 


Riddelsdell, Michael Edward; 1952, A.C.A.; (Jacob, 
Cavenagh & Skeet), 37 Norfolk Street, Strand, London, 
WCz, and at Birmin ; 

Rolt, Henry Ernest Adrian; 1951, A.C.A.; (G. E. Rolt & 
SC Westbury Avenue, London, N22, and at Bowes 

ar 


Sanderson, Roger Spooner; 1955, A.C.A; (*Howell & 
Hanbidge), 5 Hounsfield Road, Sheffield, 3. 

Stone, Hubert; 1952, A.C.A.; (Welch & Co), Yorkshire 
House, 30 Priestgate, Peterborough. 

Thompson, Edwin Robert; 1939, A.C.A; (*Binder 
Hamlyn & Co), 30 St Ann Street, Manchester, 2, and af 
London, Melbourne and Sydney. 
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Urwin, Peter Muggeridge; 1952, A.C.A.; (*Hunt, Urwin & 
Co), 9 Market Place, Doncaster. 
Vallance, Ian Douglas; 1955, A.C.A.; (Fincham, Vallan 
& Co), 3 & 4 Clement’s Inn, London, WCz. , 
Waite, Wilfred Alan; 1952, A.C.A.; (R. F. Miller & Co), 
sden Square, Barrow-in-Furness, and at Ulverston. 
Walker, Walter Basil Scarlett, m.a.; 1947, A.C.A.; (*Peat, 
ro Mitchell & Co), 11 Ironmonger Lane, London, 
2. 8 
Webster, Thomas Alfred John; 1954, A.C.A.; (Baker Bros. 
Halford & Co), Selborne Buildings, 14 Millstone Lane; 
Leicester. 
Williams, Norman Joseph; 1948, A.C.A.; (*E. H.- Nickson 
& Co), Alliance Chambers, 19 Horsefair Street, Leicester. 
Wilson, Arthur Leonard; 1952, A.C.A.; (Lucas, Allen & 
Co), 364 Market Place, Bedworth, Warwicks, and at 
Coventry. 
Elections to Fellowship 
It was resolved: 


(a) That thirty-four associates be elected to fellow- 
ship. under clause 6 of the supplemental Charter 
(bye-law 31). 

(6) That three associates be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter 
(bye-law 31). 

A list of those who complete their fellowship before 
February 14th will appear in The Accountant of 
February 18th. 


Resignations 


The Council accepted the resignation of: 


Mr William Percy Antcliff Banks, r.c.a., London. 

» Ronald Frederick Bendall, a.c.a.,. Lytham St Annes. 

Sir Archibald Edward Dunbar, BT., M.C., BA A.C.A., 

Elgin. 

Mr Wilfrid Fletcher, M.A., F.c.a., Salisbury, Wiltshire. 
» Robert Heriot Glen, R.D., F.C.A., Henley-on-Thames. 
»» Stuart Lumsden, F.C.A., Aldershot. 

» Arnold Pearce, A.C.A, Maidstone. 
» Edward Joseph Tubbs, F.C.A., Crawley Down. 
» Robert Walker, a.c.A., Bolton. 


Registration of Articles 


The Secretary reported that 137 articles of clerkship 
were registered during the month of January 1956, 
as compared with 114 for the same period in 1955. 


Deaths of Members 


wane 
The Council received with regret the Secretary’s 
report of the death of the following members: 


Mr Norman Abbott, a.c.a., Manchester, 
» Hugh Arding Abram, a.c.a., Sutton. 
», Basil Robert Buck, A.C.A., St Leonards-on-Sea. 
» Archibald Henderson Caruth, a.c.a., London. 
» Fabian Charlton, A.C.A., Wellington, New Zealand. 
» Wiliam Dennis Dereham, a.c.a., Basingstoke. 
» Sydney Thomas Evans, M.C., T.D., D.L., F.C.A., Cardiff, 
», Graeme Ogilvy Fairlie, M.C., F.C.A., Jersey. 
vw Frederick Charles French, a.c.a., Carlisle. 
» Duncan Hardwick, A.C.A., Limpsfield. 
» Arthur Opie Jefferys, F.c.a., London. 
a Godfrey Kirk, A.C.A., Guildford. 
» Ernest Herbert Lee, a.c.a., New Barnet. 
» Edward Norman Lowe, F.c.a., Brussels. 
» Albert Victor Parry, A.C.A., Sheffield. 
» Edmund Phillipson, M.A., A.C.A., London. 
»» Frederick Rows Raymont, A.C.A., Hoylake. 
» Cyril Charles Sergeant, A.C.A., Nairobi. 
„» John Walter Scott Smith, F.c.a., Manchester. 
» Cyril Ridgeway Stephens, opp. M.A., F.C.A., Leeds. 
e Dennis Wright, a.c.a., Birmingham, 
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FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, 

5 at a hearing held on December 8th and 21st, 1955. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Richard 
Wiliam Lambeth, F.c.a., formerly practising under 
the style of R. W. Lambeth & Co, had been guilty of 
acts or defaults discreditable to a member of the Insti- 
tute within the meaning of clause 21, sub-clause (3) 
of the supplemental Royal Charter in that by sub- 


mitting to a client a statement of professional charges. 


dated September 29th, 1952, for a total of £340 


(made up as to £315 thereof by way of fee and as to 
£25 out-of-pocket expenses) the said firm of R. W. 
Lambeth & Co sought to charge improperly the said 
client by including in such statement certain matters 
for or in connection with which improper charges 
were made. The Committee found that the formal 
complaint against Richard William Lambeth, F.c.a., had 
been proved and the Committee ordered that Richard ` 
William Lambeth, F.c.a., of Alma House, Rodney Road, 

Cheltenham, Gloucestershire, be reprimanded. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Approximations for Digital Computers; by C. Hastings. 
New Jersey, 1955. (Geoffrey Cumberlege, 325.) 
Beginners, Please; Investor? Chronicle. 1955. (Eyre & 
Spottiswoode, 30s.) 
Corporation Accounts and Statements; by W. A. Paton. 
New York, 1955. (Macmillan, 47s.) 
Costing for Advertising: a guide to campaign planning; 
by R. Brandon. 1955. (Bailey & Swinfen, 12s ód.) 
The Export Trade; by C. M. Schmitthoff. 3rd edition. 1955. 
(Stevens, 325 6d.) 
The Finance of Farming in Great Britain; by S. G. Hooper. 
1955. (Europa Pubs. 25s.) 
The Function and Design of Company Annual Reports 
by R. J. Chambers. 1955. (Sweet & Maxwell, 55s.) 
The Golden Book of Management: a historical record of 
. seventy pioneers; by L. Urwick [ed.]. 1956. (New-~ 
~ man Neame, 355.) 


Income and Wealth: series V; ed. S. Kuznets. 1955. (Bowes 
& Bowes, 425.) 


Income Tax Handbook 1955-56; by A. W. Gilmour. 
Toronto, 1955. (Richard De Bpo, 89.50.) 


Income Tax Principles; by H. A. R. J. Wilson, F.c.a. 
_and edition. 1956. (H.F.L., 12s 6d.) 


The Law Relating to District Audit; by C. R. H. Hurle-~ 
Hobbs. znd edition. 1955. (Charles Knight, 45s.) 


The Principles of Executorship Accounts; by H. A. R. J. 
Wilson, F.c.A. 2nd edition. 1955. (H.F.L., 153.) 


Spicer and Pegler’s Book-keeping and Accounts; by E. 
Spicer, F.c.A., and E. C. Pegler, F.c.a. 14th edition 
W. W. Bigg, F.C.A,, H A. R. J. Wilson, ¥.c.a., and A. bY 
Langton, F.c.A. 1955. (H.F.L., 355.). 


NOTES AND NOTICES 


Personal 

Messrs Peat, MARWICK, MITCHELL & Co (Central 
African firm) announce that Mr M. B. DAVIES, 
C.A.(S.R.}, has been admitted as a partner in their 
Salisbury office, and Mr P. Morgan, A.S.A.A., has 
been-admitted as a partner in their Bulawayo Office. 

Messrs HarmMoop Banner, Lewis & Mounsey, 
Chartered Accountants, of Liverpool and London, 
announce that an office has been opened at Corona- 
tion Building, Government Road, Nairobi, Kenya 
Colony, under the style of BANNER, MOUNSEY, DUNN 
& Co, Chartered Accountants. The partners will 
be: Mr F. S5. Dunn, Mr G. F. Saunpers, Mr 
J. M. Harrison, Mr D. C. HOUGHTON BROWN. 

Messrs Dunn, HornsY & Cower, Incorporated 
Accountants, of Nairobi, Kenya Colony, announce 


that as from the beginning of January 1956, Mr 
D. C. HOUGHTON BROWN, A.C.A., A.S.A.A., has been 
admitted as a partner of the firm. The partners 
from that date are: Mr F. 5. Dunn, Mr G. F. 
CARLISLE, and Mr D. C. HOUGHTON BROWN. 

Messrs HENRY CHAPMAN, SON & Co, of Barrington 
Street, South Shields, announce that as from 
February 6th, 1956, they have admitted into partner- 
ship Mr MICHAEL WARD, A.C.A. 

Messrs Joun W. Hinks & Co, Chartered Account- 
ants, of 36A Waterloo Street, Birmingham, 2, announce 
with deep regret the death on January 29th, 1956, of 
their partner, Mr JOHN Leem MALCOLM, A.C.A., in 
his forty-seventh year. The practice will be con- 
tinued by the surviving partners in the same name 
as heretofore. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND.ASSESSORS. 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Professional Notes 


Mr Bennet Palmer, opp, R.D., F.C.A., has relin- 

quished the office of secretary of Huntley & Palmers 

Ltd as from February rst, but will retain his seat on 

the board as financial director. Mr HECTOR JAMES 

HANFORD, M.A., A.C.A., chief accountant of the com- 

pany, has been appointed secretary and chief account- 
ant as from that date. . 


Inland Waterways Inquiry 


Mr John Corbett, F.C.A., a partner in the firm of 
` Messrs Peat, Marwick, Mitchell & Co, has been 
appointed a member of a committee set up to in- 
vestigate and report on the future of the country’s 
system of inland waterways. 


In Parliament 
SELF-EMPLOYED PERSONS 


Mr Srevens asked the Chancellor of the Exchequer 
what is the estimated cost to the Exchequer at 
current rates of taxation of implementing that part 
of the recommendatiohs in Chapter 6 of the Report 
of the Committee on the Taxation Treatment of 
Provisions for Retirement, upon which the Com- 
mittee was unanimous, namely, that superannuation 
tax relief should be extended to those self-employed 
persons who, deriving their remuneration from a 
-profession or vocation, are taxed under Case II of 
chedule D, and upon what assumptions the estimate 
has been made. 
' Mr H Brooks: It is not possible to say exactly 
what classes of the self-employed would, under my 
hon. friend’s suggestion, be entitled to claim relief. 
If all those who might be said to carry on a profes- 
sion or Sg claimed the maximum relief the 
cost might be of the order of £7 million. i 
Mr CHANNON asked the Chancellor of the Ex- 
chequer whether, in connection with the coming 
Budget, he will give sympathetic consideration to the 
position of those professional self-employed persons 
who are excluded from sharing in the advantages of 
statutory superannuation schemes with a view to 
granting them equality of treatment in respect of 
taxation and so give effect to the recommendations 
of the second Tucker Committee Report and its 
final report published in June 1955. 

H. MACMILLAN: I am carefully considering 
the recommendations of this Committee, but my 
hon. friend will not expect me to anticipate my 
Budget statement. 


Hansard, Feb. 2nd, 1956. Written Answers. Col. 128. 
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The Association of Certified and Corporate 
Accountants , 


LUNCHEON MEETING 


The second luncheon meeting of the Association’s 
current winter series took place on Monday, January 
23rd, at the Connaught Rooms, Great Queen Street, 
WCr. One hundred and eighty-two members and 
guests attended to hear the guest speaker, Sir Hughe 
Knatchbull-Hugessen, K.C.M.G., formerly British 
Ambassador in Turkey 1939-1944, recount some of 
his less serious diplomatic experiences. The next 
meeting will take place on April oth. 


The Chartered Accountant Students’ Society 
of London ` 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on ‘Manage~ 
ment accountancy’, by Mr Lawrence W. Robson, F.c.A., 
F.C.W.A. (a member of the Council of the ee 
Chairman: Mr H. Garton Ash, opp, M.C., F.C.A. (a 
Past President of the Institute). 


Wednesday, 5.30 p.m., at the Institute: Post-Intermediate 
Course lecture on ‘Planning your career’, by Mr R. J. 
Carter, B.COM., F.C.A. (Secretary of the Students’ Society). 


Thursday, 5.30 p.m.: Film and demonstration of Hollerith 
punched-card system (limited party). 
Friday: Visit to the Royal Mint (limited parties). 

5.15 p.m. at the Institute: Introductory Course 
lectures on (1) ‘A general introduction to income tax’, 
by Mr J. Kennedy Melling, A.C.A., A.T.I.1., F.R.ECON.S., 
mes (2) ‘Company law’, by Mr P. W. Medd, Barrister- 
at-iuaw. 


Saturday: Badminton match v. Imperial College. 


Our Weekly Problem 
No. 106: Puce Rue 


Mrs L. U. Sidate had not wished to buy a ticket in 
the rafle organized by Miss Reserve in aid of the 
organ fund. Still less did she wish or expect to win 
the puce circular rug presented by Miss Reserve. 
Mr and Mrs Sidate decided they could not decently 
dispose of it, so it was placed in the darkest corner of 
the study, touching two walls. Mr Sidate was sure 
Annie would move it, given half a chance, so he 
secured it by clamping the edge of the rug to the 
floor at a point nine inches from one wall and one 
foot six inches from the other. 


What was the diameter of the rug? | 
The answer will be published next week. 
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LIGHT ON ELECTRICITY 


Accounting Problems of a Nationalized Industry 


N the market-place, competition is usually a salutary cor- 
ÈS to inefficiency. The elimination of the inferior is an 
unobtrusive but relentless process, and while it is possible to 
fool all the people some of the time and even some unfortunates all 
the time, it is only those manufacturers and traders with reliable 
wares to sell who continue permanently to prosper. Unfortunately, 
this simple law does not apply to established monopolies and 
nationalized industries where competition is -virtually non- 
existent. In these càses, other tests, based on standards specific 
and absolute, have to be made. Such an investigation has just been 
concluded by the Committee set up in July 1954 under the chair- 
manship of Sg Epwin HERBERT to inquire-into ‘the organization 
and efficiency of the electricity supply industry in England and 
Wales’. It is the first independent survey of a whole nationalized 
industry in this country ever to be made and the Committee’s 
report, now available, is a model of perception and common sense.? 
On studying the 1947 Electricity Act- which brought the 
British Electricity Authority, later renamed the Central Electricity 
Authority, into being - Gm EDWIN and his colleagues come to the 
conclusion early-in their task that it was Parliament's clear in- 
tention that the electricity supply industry in its nationalized form 
should be run on efficient commercial lines. Accordingly, the 
Committee set out to ask five leading questions, the answers to 
which might reasonably be expected to determine whether or not 
the Authority was complying with Parliament’s intentions. These 
questions, which might profitably be pondered over in _ every 
boardroom in Great*Britain, are: 

(1) Is the industry making the best use of the capital it raises 
and the revenue it earns? 

(2) Is the industry making the best use of its man-power and 
physical assets? 

(3) Are the consumers being properly Seen for the services 
rendered to them? 

(4) Is the organization of the industry well adapted for securing 
the best use of capital, man-powes and physical assets, and 
for ensuring that proper charges are made to consumers? 

(5) Is the organization well adapted and the staff sufficiently 
capable to secure the same ends in the future? 

Having thus set the scope for their inquiry, the Committee 
proceed firstly to find out how the industry works; secondly, 
to an appraisement of its structure and policy; and, finally, 
, to conclusions and recommendations. 


mn a 
1 ‘Report of the Committee of Inquiry into the Electricity Supply Industry’ 
OT MS. O. 6s 6d net). ` 


GA 
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As it is now constituted, the Central Electricity 
Authority is a statutory corporation responsible 
for generating electricity, providing bulk supplies 
to twelve area boards in England and Wales and 
co-ordinating distribution by them. The principal 
function of the area boards is to distribute 
electricity supplies to consumers economically 
and efficiently. The Authority is responsible for 
the financial policy of the undertaking as a whole, 
and while a high degree of financial autonomy 
has been given to the area boards, they are 
required to submit annual capital budgets to the 
Authority. The aggregate capital expenditure for 
the seven years since the vesting date — April 
rst, 1948 — was {1,028 million. Nearly half of this 
sum was supplied from the internal resources of 
the area boards. The balance was raised on the 
capital market by means of relatively short-term 
electricity stocks, of which 1,166 million 
(including £341 million Compensation Stock) 
is now outstanding. The current rate of capital 
expenditure is about {£200 million per annum. 
Some idea of the expansion which has taken place 
in the industry during these eventful seven years 
may be had from the fact that the estimated value 
of the total net assets taken over by the Authority 
in 1948 was {984 million. EN 

It is not surprising, in view of these substantial 
figures, that the Committee, in their appraisement 
of the Authority’s financial policy, should con- 
centrate on three major issues. With regard to 
the first, depreciation, they note that each year 
since the vesting date the Authority has calculated 
the depreciation charged before arriving at: the 
trading ‘surplus’ on the straight-line historical 
cost basis. In 1954-55, the ‘surplus’ was {18-8 
million of which £10°5 million was transferred to 
a new fund designated as a supplementary 
reserve for depreciation of fixed assets. In the 
unanimous opinion of the Committee, which 
included two eminent accountants in MR 
LAWRENCE W. ROBSON, F.C.A., F.C.W.A., and 
Proressor R. S. EDWARDS, B.COM., A.A.C.C.A., 
both this treatment and the manner of its 
presentation, with all respect to Recommendation 
XY of the Institute, are wrong. The Authority, 
they contend, is not a commercial concern trading 
under competitive conditions and its accounts 
- should show exactly what costs have been charged 
including depreciation on the replacement. basiss 
The Authority has several defences to put 
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forward, the chief of which appears to be that 
each year the gap between the two methods of 
calculation becomes less significant as the de- 
preciation charge tends increasingly to be based on 
assets acquired at post-vesting date prices. This 
seems to postulate the doubtful assumption that 
inflation ceased and prices became stabilized at 
the vesting date more than seven years ago. It 
would be interesting to know just how far the 
‘appropriation’ of Zoe million in 1954-55 
would go towards the additional replacement 
costs of the Authority’s older assets. When it is 
taken into account that the current replacement 
cost of the fixed assets of £406 million taken over 
by the Authority in 1948 is estimated at {1,000 
million, the present somewhat casual method of 
providing depreciation is clearly unrealistic. 
The second of the three major financial points 
which the Committee consider is the advisability 
of building up reserves as a cushion against 
such contingencies as the need to alter tariffs 
frequently or violently because of ‘short-run 
changes in demands and costs’, in other words, 
the institution of a ‘tariff equalization fund’. 
In the seven years of trading since the vesting 
date, the Authority has accumulated, out of an 
aggregate revenue of {1,896:9 million, a total 
surplus of only {£60°3 million, of which {£50°8 
million has been ‘appropriated’, {11 million to a 
central reserve fund, {10-7 million to an area 
reserve fund, {18-6 million to taxation reserve 
and {10°5 million to the afore-mentioned supple- 
mentary depreciation reserve. The operational 
margin is, it will be seen, minute, and in view of 
its capital liability of over {1,000 million, the 
Authority would have to earn another {10 million 
per annum to set aside even 1 per cent on the 
capital employed. Nevertheless, we agree with 


the Committee as to the need for such a fund as 


a matter of common prudence. Although this 
policy would seem at first sight to be providing 
for posterity at the expense of present consumers, 
the Committee point out that the Authority is 
‘languid’ in its appreciation of the possibilities of ` 


‘savings in cost, in the scale of capital expenditure, 


in the utilization of capital and in the deployment 

of man-power. It may well be, therefore, that by 

taking thought in these matters, the extra 

margin could be achieved without raising prices. 

In the third and final point of raising capital 

for expansion projects, the Committee think that 
=. 
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the industry, if it covers costs and depreciation 
adequately and accumulates a modest contingency 
fund, should not be expected to do more out 
of revenue. They reject reluctantly the idea that 
the area boards should seek capital funds in the 
open market without the support of the Treasury 
guarantee because the same question would 
arise in the case of other nationalized industries 
two of which, coal and gas, are in some respects 
competitive with electricity. The Committee 
recommend, nevertheless, that each board should 
go to the market, albeit with Treasury backing, 
when it requires fresh capital. This would help 
the boards to “assume a more personal and direct 
responsibility for the raising and spending of 
capital’. The Committee doubt — 


‘.,. whether a Board faced with actual or prospec- 
tive deficits would regard the issue of a prospectus 

` and an appeal to the market, even with a Treasury 
guarantee, with quite the same equanimity as they 
would an indent on the Central Authority for their 
capital allocation.’ 

This policy of the devolution of authority is 
consistent with other recommendations which 
the Committee make, among them, the suggestion 
that a separate generation board should be set up, 
_thus freeing the central authority to act mainly 
“ina supervisory capacity. 

The report of Sm Epwin HERBERT and his 
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colleagues sheds a light on the merits and de- 
merits of the electricity supply industry which 
cannot be measured in terms of megawatts. It 
reveals a vast and somewhat impersonal under- 
taking, the amalgamation of some 500 compact 
units of assorted sizes, which, to its credit, has 
done invaluable work during the first seven 
years or so of its corporate existence in improving 
supplies and communications. It has not, how- - 
ever, had sufficient elbow room since its forma- 
tion to move freely within its existing framework. 
This restriction has prevented many senior 
members, preoccupied with a mixture of executive 
and administrative problems, from standing back 
and seeing the industry as a whole. To this may, 
presumably, be attributed such domestic failings 
as insufficient appreciation of the value of 
delegating responsibility and of the advantages 
to be derived from such aspects of good manage- 
ment as effective budgetary control, work study 
and wage incentive schemes. If, as the Committee 
suggest, the industry’s need in the future is the 
leadership of engineers, managers and adminis- 
trators with outstanding ability and vision, we 
hope that some trained accountants will be 
numbered among them for it appears to us that a 
large proportion of the difficulties described in 
the-report are primarily problems of management 
accounting. , 


PENSIONS FOR THE SELF-EMPLOYED 


N Monday of this week, the Rr. Hon. 
HENRY BROOKE, M.P., Financial Secretary 
to the Treasury, received a deputation 
from The Institute of Chartered Accountants in 
England and Wales, the General Council of the 
Bar and the Law Society, who urged the impor- 
tance of legislative steps being taken at the 
earliest possible moment to implement the recom- 
mendations made by the Millard Tucker (No. 2) 
Committee and the Royal Commission on the 
Taxation of Profits and Income in regard to retire- 
ment benefits for self-employed persons. 
The members of the deputation, which had 


the approval of some twenty professional bodies. 
including The Institute of Chartered Accountants. 


of Scotland, The Society of Incorporated Ac- 
countants and The Association of Certified and 
Corporate Accountants, were introduced by MR 
CHARLES NORTON, M.B.E., M.C., President of the 


Las Society, and thereafter, Gm EDWIN HERBERT, 
LL.B., Vice-President of the Law Society, sup- 
ported by Mr JOHN SENTER, Q.C., of the General 
Council of the Bar and Mr W. S. CARRINGTON, 
F.C.A., President of the Institute, put their case. 
The other members of the deputation were 
Mr F. N. BUCHER, Q.C., of the General Council 
of the Bar and Sm T'Homas ROBSON, M.B.E., 
F.C.A., of the Institute. The FINANCIAL SECRETARY 
undertook to convey the views of the deputation 
to the CHANCELLOR OF THE EXCHEQUER. 

In our issue of two weeks ago, we published 
a symposium showing the sequence of events on 
this subject since March 1949, when the Institute 
and the Law Society submitted a memorandum to 
SIR STAFFORD Cripps, then Chancellor of the 
Exchequer. The dignity and restraint which 
have been shown by those affected during the 
SES long and frustrating periods of in- 
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action have been in the best traditions of profes- 
sional behaviour. Thesecond Millard Tucker Com- 
mittee report, published in February 1954, stated 
that ‘income tax is not one of the laws of nature’. 
It is made by man and the principles of its imposi- 
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tion are of his creation. If, as we firmly believe, 
justice is foremost among these principles, then, 
in this instance, the case for immediate legisla- 
tion is overwhelming and the forthcoming Budget 
should, at long last, set it in motion. 


THE DISSENTING SHAREHOLDER 


by S. D. TEMKIN, M.A., LL.B. 


~ 


ECTION 209 of the Companies Act, 1948, 
Se gives the transferees of go per cent 

of the shares in a company power to acquire 
the balance compulsorily, was before the Courts 
recently in the case of Re Western Manufacturing 
Co (Reading) Ltd ([1955] 3 All E.R. 733). : 
- The principal point to which Mr Justice Wynn- 
Parry addressed himself concerned the con- 
struction of subsection (1). The power -to 
expropriate arises: 

‘Where a scheme or contract involving the 
transfer of shares ... in a company . . . to another 
company . . . has, within four months after the 
making of the offer in that behalf by the transferee 
company been approved by the holders of not 
less than nine-tenths in value of the shares whose 
transfer is involved....’ i 
As is well known, schemes of this kind are 

usually embodied in circulars addressed to ‘th 
whole body of shareholders. a 

In Re Western Manufacturing Co (Reading) Ltd, 
_ the circular was issued on February 11th and 
provided for the acceptance of the offer “on or 
before March 4th or such later date as might be 
agreed between the two boards’. In point of fact, 
some extension was agreed to but it did not exceed 
. four months from the date of the circular. Before 
the agreed time expired, 98 per cent of the share- 
holders accepted the offer. The transferee com- 
pany gave notice to the non-assenting share- 
holders that it desired to acquire their shares. 
This the subsection required it to do ‘within two 
months of the expiration of the said four months’, 
and the-dissentients applied to the Court to set 
aside the notice as they were entitled to do by the 
terms of the subsectione They claimed that the 
notice was invalid because the offer had not been 
open for four months, arguing that the phrase 
‘within four months’ denoted a fixed period 
within which the offer must remain open. 

Mr Justice Wynn-Parry thought otherwise, 
holding that the only satisfactory way to construe 
the phrase as it appeared in the subsection, was 
as one which described a maximum period during 
any moment of which the prescribed percentage 


might assent. If, therefore, a week’s interval were 
given, and the requisite go per cent accepted the 
‘take-over’ offer on the day after it was made, the 
‘bidders’ could give notice to buy out the minority 
compulsorily. They could not give notice im- 


_ mediately but would have to wait until the 


expiration of four months; and the notice would 
have to be given within two months of that date. 

The dissentients in Re Western Manufacturing 
Co (Reading) Ltd based their application on the 
second ground that the scheme was unfair. It is 
long since that the Courts have decided that the 
onus rests on the dissentient to show that this is 
so before the Court will prevent him from being 
bought out compulsorily. The subsection does 
not say this: it gives no sort of guidance to the 
Court in deciding on what basis it is to exercise 
its jurisdiction to restrain the buying out of the 
dissentient minority, and it is obvious that the 
fact that go per cent have agreed to it must carry 
preat weight. 

At the time of writing no report of Mr Justice 
Wynn-Parry’s judgment is available, which seta 
out his reasoning on the fairness of the offer, but 
it appears that he regarded the receipt of accept- 
ances from 98 per cent as almost concluding the ` 
matter. One wonders whether as interpreted by 
the Courts the subsection gives the fullest pro- 
tection to minority shareholders. Parliament did 
not say that they might seek the protection of the 
Court only where there was fraud, and those 
seeking it must necessarily constitute a small 
minority only of the shareholders, since, until 
go per cent agree, the power to expropriate the 
others (which is the thing which it is sought to 
restrain) does not come into existence. On the 
other hand, Parliament might be considered as 
having invited such a result, since the judges 
were given a power without the slightest basis of 
assessment and they have always shown them- 
selves reluctant to act as arbiters on the schemes of 
business men. Recognizing the unenviable posi- 
tion of a small minority, subsection (2) of Sec- 
tion 209 gives*them the power to require to be 
taken over in‘ certain circumstances. 
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Monroe’s latest model —the 


streamlined and simplified 6N — brings all the advantages of 
fully automatic figuring within the reach of every business office. Fast, 
accurate and versatile, the new Monroe 6N provides just the 
right automatic features for the nature and volume of work 
required in the average business organisation. Here is a brilliant 


‘all-rounder’ for general purpose figuring — 
a time and labour saving machine that makes the 
minimum demands on capital 


outlay and operational skill. 


Monroe Calculating Machine Company Limited, 
Bush House, Aldwych, London, W.C.2. 


ST AN D S Telephone: Covent Garden 0211 
` D 
No. 2) BIRMINGHAM BUSINESS EFFICIENCY EXHIBITION 


MONROMANTIC 


S Miss Monroe’s so smashing, 
EQUATION No. 7 


So daring and dashing, 
You’d never believe she could tackle a sum! 
The true explanation’s ° 
e eA simple equation... 
A Miss plus a Monroe's as cute as they come! 
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What Progressive 
Employers are doing 


More and more employers are Installing Group Sickness 

and Accident Insurance Plans because they 

ak assist Increased output and promote goodwill 
between workpeople and amployer ; 

-¥%e are simple to operate and reasonable in cost, 
especially as the amount expended on approved 

_ plans ranks for Income Tax Rellef ; 

ak help to bridge the gap between National Insurance 
benefits and essential needs for sick and Injured 
employees, and thereby to bring about their earlier 
return to work, 


For nearly a quarter of a century wa rave specialised In Group service to employers, Including many 
well-known companies. May we send details of this service to you? 


(rue soer INSURANCE COMPANY LTD. 


{(Estoblished 1899) 


Group Servica Department 
CRUSADER HOUSE, 14 





PALL MALL, LONDON, SWI 
Telephone: WHitehall 1876 
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to prove how much time and labour can be saved by this e 


new adding machine with many exclusive features. 


Designed specifically for Electric Drive — not just an 


electrification of the ‘‘ back and forth’’ movement of 


a hand machine. 


New rotary movement of main-shaft means ‘faster, 
quieter, more reliable action. Many other exclusive 
features. Made by Aktiebolaget Original - Odhner 
of Sweden — world-famous designers of precision 
calculating machines with over 80 years’ experience. 
Send coupon, or write, for 7 DAYS’ FREE TRIAL 
absolutely without obligation. Comparison invited, 
in your office, with any other electric machine! 


Adds * Subtracts - Sub-tetals and totals with one 
operation * Sterling Listing Capacity £9,999,999.19.11d. 
Totaling £99,999,999.19.11d. Credit Balance. 
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% New Higher Speeds 
$ New Quietness 


* New, Satter Teuch-epetaGon: 


wl . 
% New ROTARY Electric Mechanism GC 
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THE NEW | TEESE EM TOI 


ELECTRIC STERLING 
ADDING AND LISTING MACHINE 












To: Office Equipment Distributors (B.T.L.) Ltd. (Deet, A.10. 3 West Bromwich I Sole Agents for Great Britain :- 
Without charga er obligation please send ux 


* An ODHNER on 7 DAYS’ FREE TRIAL. 


NAME & ADDRESS 
(Piease use margin) 








* Plea tick whichever is applicable 
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OFFICE EQUIPMENT 


I 
* ILLUSTRATED LITERATURE ff DISTRIBUTORS (8.T.L.) LIMITED 


| Dept. A.10, West Bromwich. Tel: West Bromwich 2331 
London Office & Showrooms: 
31-33 High Holborn, W.C.1. Tel: Holborn 0936 
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THE ACCOUNTANCY 


PROFESSION | 


by BERTRAM NELSON, C.B.E., F.S.A.A. 
President, The Society of Incorporated Accountants 


Conditions which Encourage 
Specialization in a Profession 
HE experience of most professions seems 
to indicate that all the following conditions 
must be present before specialization within 
a profession can advantageously take place on an 
extensive scale: 

The subject-matter of pro- 
fessional knowledge and experi- 
‘ence must be so extensive that 
it becomes unreasonable to 
expect ‘general practitioners’ to 
have detailed knowledge of 
specialized branches of pro- 
fessional practice. The need for 
specialization in such circum- 
stances must be recognized not 
only by the profession itself but 
by the clients: in some pro- 
'fessions, the client still expects 
the general practitioner to advise 
him on all subjects and is not 
prepared to pay fees to specialists. 

The subjects in which special- 
ization is to take place must be 
well-defined, so that there is no 
undue overlapping with other 
specializations and no serious 
conflict of interest with other 
professions. There must be no 
- risk that the specialist perman- 
ently takes over the client of the 
general practitioner. 

The subject of specialization 
must be a developing subject with adequate literature, 
adequate research and adequate contact between 
specialists. No sensible man will specialize in a 
static subject. 

The specialization must be based on post-graduate 
training, following general study relating to the 
whole of professional knowledge and practice. 
It was often associated with recognized post-graduate 
qualifications and with the formation of specialized 
bodies, such as the Royal Colleges. 

There must be some method by which it may 
become known to the profession and to its clients 
that specialists’ services are available. The general 
practitioner must form the habit of using the special- 
ist. The rewards of the specialist (in terms of 
interest and of finance) must be related to his extended 
studies and responsibilities, 

Notes on an address delivered to the Dublin Society of 


Chartered Accountants on December 6th, 1955. Mr 
G. L. M. Wheeler, F.c.a., Chairman of the Society, presided. 





Mr Bertram Nelson 


What Has Happened in the Accountancy 
Profession 
Examples of specialization in the accountancy pro- 
fession here and abroad may be classified as follows: 

Professional bodies of high status have been set 
up in such fields as those of municipal and cost 
accounting. The existence of such bodies has led 

. to the development of specialized 
techniques, to the general benefit 
; of the accountancy profession 
t and of those who use its services. 
‘ It -is not, however, proposed 
` to deal extensively with this 
=: form of specialization but to 

; consider other forms of special- 

` ization which have two character- 
‘ istics — that the specialized train- 
; ing is of a post-graduate charac- 
: ter and that the services of the 
: specialist are generally made 
available through the general 
practitioner. 

The obvious field for special- 
ization of this type is taxation. 
To a considerable extent, the 
accountancy profession wisely 
looks to the kindred professions 
of the law to advise on legal 
aspects of taxation. In the field 
of practice, however, there have 
been developments within the 
accountancy profession in several 
directions. A number of indi- 
vidual members of the profession 
have acquired a special reputation in taxation 
matters. Many large firms of practising accountants 
have set up taxation departments, the services of 
such firms being used (in an advisory capacity) by 
other practising firms. Some practising ave 
a special reputation and SCC in the field of 
taxation. In these ways, and through services provided 
by publishers, the practising accountant is usually 
able to obtain a second opinion on taxation Po 

In some parts of the world (notably the U.S.A.) 
certain accountancy firms have specialized in dealing 
with the problems of a particular industry. In 
Great Britain there has been no strong tendency 
in this direction except as a result of accidental 
circumstances, Most firms of practising account- 
ants are prepared to accept all types of accountancy 
work. ° 
. Management accounting has become the special 
interest of a few large firms of practising accountants 
but an increasing number of firms are including 
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in their list of partners qualified accountants who 
_ have had a period of experience in industry. 


What Could Happen in the Accountancy 
Profession 


The accountancy profession is still young. The lines 
on which specialization will eventually take place 
cannot be defined but it may be possible to suggest 
some of the general principles which seem to be 
emerging: 

True specialization in other professions has so 
far been -accompanied by much post-graduate 
research in close collaboration with universities. 
It is at the universities that there are to be found the 
necessary resources, the adequate time for research 
and the knowledge of .underlyi principles aff 
related subjects ‘which comes from liberal studies. 
It is only by the bringing together of practical 
experience andthe research on fundamentals that 
a specialist subject can be adequately developed. 

$ ecialization (depending as it does on post- 
graduate study) cannot advantageously take place 
unless a considerable préportion of entrants into the 
profession are prepared to continue their studies 
after qualifying. Some professions have found ways 
of stimulating this post-graduate study — by requiring 
such study as a condition of fellowship, by extending 
opportunities for publication, by scholarship awards, 
by facilities for obtaining wider experience in this 
country and abroad. The ways in which the account- 
ancy profession will develop are not yet clear but there 
is need for experiment: ! 

- Specialization should take place at the post- ada 
stage. There should be no diminution of the standards 
of experience: and examinations at present required 
of accountancy. candidates. 


kal 
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As specialization grows, opportunities should be 
made of bringing specialists together so that they may 
share their knowledge. Where specialization has 
succeeded in other professions, professional etiquette 
has long required that knowledge gained should be 
shared and not made the subject of commercial 
exploitation. 

Some fields of accountancy work call urgently for 
specialization — electronic accounting, for example, 
and probably office organization and methods. The 
profession is short of text-books on many subjects 
in the management accounting field and on the 
essentials of accounting . diagnosis. While the lines 
of specialization within the profession are developing, 
it is important that the profession should adapt i sels . 
to changing needs. 

Considerable progress.could be made now if a good , 
proportion of those who qu took a special inter- ` 


est in a particular subject, reading everything written 


on that subject, corresponding with other KE 
with similar interests and perhaps writing or lecturi 

on their special interest. It is desirable that special- 
ization should be conducted within the existing 
bodies, without the formation of new professional 
organizations. 

It may be necessary for the accountancy profession 
some time to recognize the growth of specialization 
by formal steps such as those which have been taken 
by other professional bodies (steps illustrated above), 
taking advantage of the wealth of experience of those. 
other professions. 

The immediate need today is, however, for a__ 
general belief that the process of accountancy educa- 
tion is not completed when the final examination is 
passed, that accountancy is a developing .subject 
and that there is need for post-graduate work. 


- TRUSTS AND TAXATION - e 


Tax — of Variation and Termination of Settlements 


x ` Historical Note 
A T the beginning of r939, a bare sixteen years 
ago, an estate of {£200,000 attracted duty at 
the rate of only’ 24 per cent and the annual 
income of {10,000 which it may have been expected 
to yield attracted a top rate of tax of only 12s in the is 
At the death of the life-tenant of dee a fund 
réversionér expected to inherit something in the 
nei hbourhood of £152,000 out of a total of ie 000. 
oday, on the like figures, the rate of_estate duty 
has increased to 55 per cent and the top rate of tax 
on an income of {£10,000 is 16s in the £. The life- 
tenant is therefore left.with only 4s in the £ out of 
the top part of his income and the family can expect 
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to receive only £90,000 on the death of the life- 
tenant. The moral is that. under modern conditions, 
the old type of settlement has become out-moded. 
No man of fortune wishes to see something over half 
his income and half his capital go to the Revenue 
as a matter of necessity. Nor need he, in many cases. 
The object of this address is to discuss in what 
circumstances taxation advantages—or disadvant- 
ages — are to be derived from bringing a settlement to 
an end, or varying it, and the extent to which it is 
possible to avail oneself of these advantages. 


The Accountant’s Part : 
At this stage you may well ask whether it is within ` 
the province of an accountant’to concern himself 
with the hg eee or termination of settlements. 
Of coyrse, I am not. competent to say what is and 
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what is not within the ambit of the chartered 
accountant’s work. But I can say this: that in all 
cases of variation or termination of settlements 
somebody must take the initiative. There are only 
three people who are qualified to do so: the account- 
ant, the solicitor and the barrister. For the barrister, 
the opportunity of taking the initiative is? very 
limited. Generally speaking, it is either the accountant 
or the solicitor who must take the initiative. 

The purpose of this address is to place before you 
certain basic principles, so that any settlement which 
lends itself to beneficial treatment becomes at once 
apparent. 


Life-tenant’s Purchase of Reversion 
This is the best method of bringing a trust to an 
end in nine cases out of ten. The scheme is a simple 
one whereby the life-tenant buys the reversionary 


interest which takes effect at his death. The saving. 


which can be effected in the higher rates of estate 
duty by this scheme is nothing a of fantastic. 

If we take the highest estate duty bracket, we have 
to assume an estate of £1} million in order to attract 
the full rate of 80 per cent estate duty. There need 
not be a settled fund of £1} million; all that is needed 
is an aggregable estate of that amount passing on 
the death of the life-tenant. The trust fund may be 
smaller, and I will assume it is £100,000. 

It is manifest that if the life-tenant buys the 
reversionary interest at any figure in excess of 
£20,000, the reversioner must be better off than if 
nothing were done. If things pursued their natural 
‘course, the reversioner cannot hope to come into 
more than £20,000 on the death of the life-tenant. 
Therefore it would pay him to take, say, £30,000 at 
once instead of {20,000 on the life-tenant’s death. 
It follows that the life-tenant in such a case is in a 

osition to offer the reversioner a figure which must 
inevitably be to the advantage of the reversioner 
and, at the same time, leave the life-tenant with a 
net sum = must inevitably be to the life-tenant’s 
advan 

On So figures I have given, the life-tenant will be 
left with £70,000 capital (after deducting the £30,000 
purchase price) to spend as he pleases in placé of 
the mere net income from £100,000. . 

The Estate Duty Office will permit the trustees, 
on the completion of such a transaction, to hand 
over the trust fund to the life-tenant as his absolute 
property. The reversioner, as the law stands at 
present, receives his £30,000 free of any charge for 
estate duty on the life-tenant’s death even if the 
life-tenant should die the next day. The only sub- 
stantial cost of the transaction is {600, which is 
2 per cent stamp duty on the consideration for the 
assignment of the reversioner’s interest. 


Borrowing the Price 


It is no obstacle that the life-tenantehas insufficient 
resources to pay the reversioner out of his own money. 
He can borrow the £30,000 from his bank. He can 
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borrow it the day before he buys the reversionary 
interest; he can pay it back on the day after he has 
bought it and the fund has been handed over to 
him: Provided he does not borrow on the security of 
the trust fund or of his interest or anticipated interest 
therein, there is no estate duty disadvantage in the 
life-tenant’s raising the purchase money by loan. 
If, however, he should charge the loan on his interest 
in the trust fund, the Revenue claim that the trans- 
action is a division of the trust fund between the 
life-tenant and the reversioner, and claim estate. 
duty on the reversioner’s share if the life-tenant dies 
within five years. 

I may add that a loan raised to buy the reversion 
should not be allowed to remain outstanding until 
the life-tenant’s death without considering Section 57 
of the Finance (1909-10) Act, 1910. It may not be 
a deductible debt in the uiccienants s estate for duty 


purposes. 


Lowering the Rate of Duty 


The advantage of this simple and elementary trans- 
action is not confined to the production of capital 
for the life-tenant and the reversioner. It may also 
secure a further benefit to the life-tenant by reducing 
the rate of estate duty otherwise payable on his 
death, and that sometimes is a major advantage of 
this sort of scheme. 

Imagine a life-tenant of a fund worth £100,000 
who has also a free estate worth £100,000. At his death 
he will have an aggregable estate of £200,000, so 
that duty will be attracted at the rate of 55 per cent. 
In the result, his own free estate of £ 100,000, which 
he is able to distribute among his family, will be 
reduced to {£45,000 and the trust fund will be reduced 
to a like figure by the time it comes into the hands of 
the reversioner. W 

Let us suppose that the life-tenant and the re- 
versioner decide to break the settlement now. The 
life-tenant offers the reversioner, shall we say, 
£50,000 for his interest. This is £5,000 more than 
he would get on the death of the life-tenant, and he 
therefore accepts it. The trust fund is then trans- 
ferred to the life-tenant who becomes the absolute 
owner of the whole. The life-tenant’s free estate is 
now increased to £150,000, that is to say, the original 
£100,000 minus the {50,000 which he has paid for 
the reversion, plus the {100,000 worth of trust fund 
which has come into his possession. His rate of estate 
duty is thereby reduced from 55 per cent to 50 per 
cent because the total property passing on his death 


gs confined to the trust fund (now his absolute 
eer worth {100,000 and the remainder of his 


free estate, now worth only £50,000. There- 

Fore the net free estate of the life-tenant, after estate 
duty has been paid, is £75,000 instead of £45,000, 
and the reversioner has had {£5,boo more than he 
could have expected. In the résult, the profit to 
the family as a whole from this transaction is £35,000. 
All this can be achieved without any requirement 
that the life-tenant shall survive the transaction by 
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five years, This transaction can lawfully and properly ` 


be carried out in the last year of the life-tenant’s 
life and the profit to all parties is, under the existing 
law, a certain one; on the figures given, £35,000 is 
saved for the family purely at the expense of the 
‘Revenue. - 

Agreeing the Price 

I would like to add this: some people believe that if 
you are to save estate duty on a transaction involving 


the ee of a reversion, you must keep strictly: 
to w 


t the actuary says is the proper actuarial value. 
As a matter of estate duty law, that is not so. There 
is no element of gift merely because the parties have 
not kept to the particular figures which the actuary 
has advised. With a fund of £100,000, a life-tenant 
aged fifty may be able to obtain {40,000 for his life 


interest in the open market. The reversioner may be 


able to obtain £25,000 for his reversion. This totals 
£65,000 in all. (The figures are hypothetical.) The 
whole of the difference between {65,000 and the 
totality of the trust fund is the field which is open 
for bargaining. Provided that the life-tenant does not 
emerge with less than he could have obtained in tke 
open market for his life interest, and the reversioner 
does not receive less than he could have obtained 
‘for his reversion in the open market, there is no 
element of gift in the normal case. The absence of 
any element of gift can usually be established without 
any possibility of doubt if the life-tenant and the 
reversioner are advised by separate solicitors, so that 
proper bargaining can be carried on between them. 


Types of Settlement 


Having outlined the benefits which can be conferred 
by the life-tenant’s purchase of the reversionary in- 
terest, I must briefly indicate the class of trust in 
which that transaction can be carried out. 

The simplest case is where a trust fund is held in 
trust for the life-tenant during his life and after his 
death the capital devolves on the reversioner abso- 
lutely. This straightforward case requires no com- 
ment. 

The more common case arises under, for instance, 
a marriage settlement. The trusts may be for the 
husband during his life, and after his death to the 
wife during her life, and after the death of the sur- 
vivor the capital will go to the children or remoter 
issue of the marriage as the husband and wife appoint, 
and in default of appointment to the children of 
the marriage who attain twenty-one years or marry, 
in equal shares. 

Let us assume that we have a husband and wife 
under such a settlement and that the children are 
all over the age of twenty-one. The first step will 
be for the husband and wife to release their power of 
appointment among issue, so that the children are 
indefeasibly entitled in reversion. The husband then 
either buys the reversionary life interest of his wife, 
or she releases it, and he also buys the reversionary 
interest of the children. The transaction 1s con- 
cluded, with the saving of duty already indicated. 
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There is one point which should be borne in mind. 
So long as the marriage is subsisting and the wife is 
in her forties, or younger, the class of children is 
an open one and therefore the trustees could not 
hand over the capital of the trust fund to the pur- 
chasing life-tenant without protecting in some way 
the interests of any further children who may be 
born. That risk can be covered by insurance where 
the wife is in her late forties. The law takes the view 
that it is possible for a woman to bear children up 
to the age of about fifty-two, and, therefore, as a 
matter of law, you will not be able to induce the 
trustees to part with the trust fund without an 
insurance if the wife is under that age. But the 
possibility of further children, and the fact that the 
class remains open so long as a further child may 
come into existence, is totally irrelevant from the 
point of view of saving estate duty, where the trans- 
action takes the form of the purchase of the reversion. 

Let us return to the example of the life-tenant 
with a settled fund of £100,000 and a free estate of 
£100,000. There is precisely the same possibility 


In that case of saving estate duty on the death of 


the life-tenant, although the trustees are compelled 
to retain the trust fund in hand, as there would be 
if the class were closed and the trust fund could be 
distributed. The hfe-tenant, by paying £50,000 for 
the reversion, reduces his free estate from {100,000 
to £50,000, and that alone brings down his rate of 
estate duty from 55 per cent to 50 per cent. His gross 
egable estate becomes {150,000 instead of 
{200,000, and his net free estate, if he dies at Oh 
next moment, is £75,000, i.e. 50 per cent of £150,000 
instead of 45 per cent of £100,000. There is still the 
same saving of estate duty notwithstanding that the 
life-tenant not, in fact, been able to buy the abso- 


- lute reversionary interest. 


‘The fact that the life-tenant cannot compel the 
trustees, as long as his wife is capable of having a 
further child, to hand over the trust fund, 


nothing to do with the saving of estate duty which - 


is still effective in this type of case. 

A set of circumstances which causes a little more 
difficulty arises where a settlement has been made 
on a man for his life with reversion to his children 
by any marriage. This is a common case where a 
settlement is made by will. In the nature of things, 
a man may have children until almost any age and 
therefore the class of children can rarely be con- 
sidered as definitely closed. It will be appreciated 
that this does not preclude the basic saving of estate 
duty which results from a purchase of the existing 


. children’s interests. All that it precludes is the trans- 


fer of the trust fund to the life-tenant after the 
reversionary interests have been bought, because the 
trustees cannot be certain that the class of rever- 
sioners ‘will not increase. This will be a fatal impedi- 
ment if the life-tenant has insufficient resources of 
his own to purchase the reversionary interests, so 
that he has to borrow the purchase money from a 
bank, and rely on the capital of the trust fund to 
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repay the loan. In that kind of case it is necessary to 
resort to insurance. It is possible, even in the case 
of a man, to insure against his having issue, at-any 
rate if he is of advanced age or-has a wife who has 
a greater expectation of “life than himself and is 
past the age of child-bearing. 
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A similar situation would arise, and a ‘similar 
estate duty saving is available, if the trust fund 
cannot be transferred to the purchasing life-tenant 
because the interest of the reversioner is contingent 
upon surviving the life-tenant. 

. (To be concluded.) 


WEEKLY NOTES 


Accountants’ Liability for Clerk’s. Fraud 


In the Queen’s Bench Division on February et, 
1956, the Lord Chief Justice ordered Messrs West, 
Wake, Price & Co, Chartered Accountants, of Broad 
Street Place, London, EC2, to pay £3,000 to W. H. 
Securities Ltd, a company for which the defendant 
firm acted. Plaintiff company was one of the group of 
seven companies known as the Goldhawk group, 
controlled $ a Mr Hinds,- who was also a director 
of Exclusive Films Ltd which was not a member of 
the group, but which employed the defendants as its 
accountants. - i 
In 1950, one of the defendants’ managing clerks, 
named Bell, obtained authority from the group to 
claim repayment of income and profits tax overpaid. 
As a result, defendants received £27,638 1s tod from 
the Inspector and this was properly put into a separate 
hank account. In January 1951, payments were made 
out of that account for tax purposes, including £3,000 
paid against the liability of Exclusive Fi Ltd 
-which was not interested- in. the account. Bell, 
who, said his Lordship, was apparently a rogue, al- 
though his employers did not know, then wrote to 
Exclusive Films Ltd saying he had made a mistake 
and asked for a return of the £3,000. He asked for 
the cheque to be made out to himself, saying that he 
had made a blunder and had to put it right in the 
books. Exclusive Films Ltd sent the £3,000 cheque 
to him and he appropriated it. 
, Both W. H. Securities Ltd and Exclusive Films Ltd 
sued the defendants for £3,000; but the latter company 
did not ask for judgment when the former’s claim 
succeeded. The defendants denied liability and 
denied that Bell had acted in the scope or course of 
his ser aay Ga or that he had any authority from 
them for his actions. Lord Goddard said that in his 
een this was really an undefended action. Ex- 
clusive Films Ltd also bad a cause of action for the 
conversion of their cheque. He gave judgment. for 
W. H. Securities Ltd. - Ss y 


Automation and Accountants 


A district meeting of The Institute of Cost and Works 
Accountants was held recently at Caxton Hall, 
Westminster, under the chairmanship of Mr Ian T. 
Morrow, CA, F.C.W.A., on the problems which auto- 
mation brings to accountants. With automation, said 
one speaker, a manager would need ‘to gain a more 
exact knowledge of sales prospects, would have to 
ensure that the team-work of his organization was fully 
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developed, and would have to quicken the trans- 
mission of communications. He saw other problems 
as the need for more supervisory staff and fewer 
machine operatives and the introduction of a new 
wage structure based on job evaluation. Bonuses 
based on ability to keep machines fully occupied 
would probably replace piece-work rates. Another 
speaker made the important point that automation 
would make the accountant an even more integral 
part of ent. The decision whether certain 
operatives should be ‘automated’ would require a 
joint forecast by the engine@ér and the accountant. 
In all this one sees a long-term trend which will make 
automation in the office a substitute for human effort. 
In the long run it would seem that automation with 
supporting batteries of computers will not only in- 
crease the amount of planning and reduce the amount 
of repetitive work on the shop floor but it will also 
take over clerical tasks in the office—not merely 
providing clerical staffs with more accounting equip- 
ment. In such a set-up the accountant himself 
becomes increasingly a source of rapid information 
for forecasting as well as for accounting. ` 


Income Tax in the Assessment of Damages 
The House of Lords held, in British Transport 
Commission v. Gourley ([1955] 3 All E.R. 796), that 
liability to income tax is not so remote that it should 
damages for loss of earn- 
ings as a result of personal injuries. It has now been 
held by the Official Referee that the principles of that 
case apply to claims for e for trespass and 
conversion. In Hall & Co Lid v. Pearlberg ([1956} 
1 All E.R. 297), the plaintiff brought an action for 
possession of two farms of which the defendant was 
alleged to have wrongly taken possession in October 
1954. Plaintiff also de damage for trespass and 
for conversion of some hay on the farms. Pearce, J., 
gave judgment for the plaintiff and ordered that the 
issues as to damages be referred to the Official 
Referee, His Honour W. K. Carter, Q.C., for trial. 

The plaintiff was a company ing on the trade 
of obtaining and selling gravel and had bought the two 
farms in 1954, for the gravel lying under them. 
As regards damages for conversion of the hay and the 
difference between the outgoing and incoming valua- 
tions; His Honour decided to allow these in full, 
without reference to tax. If, in view of the decision 
in Stow Bardolph Gravel Co Ltd v. Poole (33 A.T.C. 
378), the sums in question were capital receipts, so 
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were the items in lieu. As regards the loss of £650 rent, 
His Honour saw no reason why {£650 granted as 
damages in lieu of rent should be taxable in the plain- 
tiff’s ds, whereas the rent itself would have been 
taxable. Accordingly he made a deduction of 50 per 
cent from the £650, as a rough approximation of the 
income tax and profits tax, less relief for non-distribu- 
tion. ‘This left net damages of £325 for the loss of £650 


rent, 


Civil Appropriation Accounts 


Evidence of better budgeting in the Civil Service 
estimates is given by Sir Frank Tribe, the Comp- 
troller and Auditor-General, in his recently published 
report on the Civil Appropriation Accounts (Classes 
I-V) for 1954~55.1 Estimates each year generally ex- 
ceed expenditure in the aggregate but, for 1954-55, 
the surplus was only 1-4 per cent as compared with 
2°I per cent in 1953-54, 2'5 per cent in 1952-53, 
3°7 per cent in 1951-52 and 5-7 per cent in 1950-51. 
Sir Frank is to be congratulated on setting a shining 
example by achieving a surplus of only -65 per cent in 
his own department. Altogether, the net sum of 
£I 519344752 was surrendered, the largest individual 
contributor being the Colonial Service with 
£2,119,659 which represented 4-9 per cent of its 


supply grant. The Home Office (Civil Defence Ser- 


vices) came next with £2,096,281 which was no less 
than 13°6 per cent of its supply grant. | 

The Comptroller and Auditor-General states that, 
as in previous years, he has given particular attention 
to the systems of control and accounting used by 
the departments and that he has no general criticism 
to record of the standards maintained. Among the 
specific matters he raises is one concerning.consider- 
able variations in salary and boarding costs at teachers’ 
training colleges. The Ministry of Education is con- 
ducting an investigation to ascertain more precisely 
the effect of various factors and to consider whether 
standard costs for certain items might be established. 
The result of the inquiry is expected shortly. 

The accounts attached to the Comptroller and 
Auditor-General’s report cover more than 300 pages 
and a further volume, dealing with Classes VI-X, 
will be issued later. j 


The British Tax System 


The Central Office of Information has produced a 
most able and interesting booklet presenting a 
conspectus of the British system of taxation. It is 
one of a series of pamphlets produced for the Over- 
seas Information Service, but is available in this 
country from the Stationery Office, price 2s 6d net. 
The pamphlet was prepared in July 1955, but has 
obviously been brought up to date, as the new rates of 
purchase tax and profits tax, imposed by the Finance 
(No. 2) Act, 1955, have been included. In its forty- 


1 Civil Appropriation Accounts (Classes I-V) 1954-55. 
H.M.S.O., 12s net. 
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odd pages the booklet presents a most readable and 
succinct account of the present system of taxation in 
Britain, which provides over 97 per cent of the 
Government’s ordinary revenue. Section I deals 
with purposes and principles, Section II with the 
framework of the system, and Sections III to V with 
the individual taxes now in force; how they work, 
what they yield and how they are collected. The 
rather special position of Northern Ireland is made 
clear in two brief paragraphs. 

Particularly interesting are the brief résumés of 
the historical development of some of the larger 
taxes. More important still, perhaps, are the reasons 
which are set out for the imposition of the more 
recondite taxes. In so far as the booklet purports to 
set out the substantive law, it must of course be read 
with some caution, since it is impossible to present an 
infallible treatise in such short compass. In particular 
the statement on page 20, that registrars of companies 
who register insufficiently stamped transfers are 
liable to penalties, is open to some doubt. It is 
strongly arguable that registrars are not responsible 
in the same way as directors who pass a transfer for 


registration. 
| Competition in Road Transport 
It has sometimes been said that the best compromise 
between outright nationalization and uncontrolled 
rivate enterprise would be to nationalize part of an 


industry and make it compete against the privately- 
owned units. Such an argument assumes, of course, 


that both types of enterprise will compete on approxi~— 


mately equal terms. | 

At the second reading of the Transport (Disposal 
of Road Haulage Property) Bill in the House of Com- 
mons last eck thes issues came in for a good deal 
of attention. It was disclosed by the Parliamen 
Secretary to the Ministry of Transport and Civil 
Aviation that out of 35,561 vehicles held by British 
Road Services when the 1953 Act came into operation, 
18,830 had been sold back to private owners, most of 
them to small operators. The remainder will remain 
under B.R.S. and there will thus be competition 
between a big publicly-owned organization and a 


‘large number of small private units. Some concern 


was expressed on the one hand that British Road 
Services had been split up to an unnecessary extent 
while on the other that the competition resulting 
from the new structure of the road haulage industry 
savoured a little of the whale and the minnows. 
This was not the kind of competition which has 
been envisaged by the exponents of a compromise 
between nationalization and private ownership. It 
is clear, however, that the experiment is to have a 
trial and it will be interesting to see whether the 
ri iene and powerful buying power of B.R.S. 
(which has established.a reputation for efficiency 
among many users of road transport) can offset the 
low overheads,’ flexibility and initiative of the small 
seid the advantage of both sides and the general 
public. 
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FINANCE AND COMMERCE 


Weakness persists in the stock-markets. Institutional 
investors find profitable employment for funds outside 
the market, while among private investors the dis- 
position is to maintain a fair degree of liquidity and 


to restrict investment to the support of new offers 


made below ruling market levels. 


Fatstock Marketing 


A reader has sent us the accounts of The Fatstock 
Marketing Corporation from which we have taken 
this week's reprint. A critical accompanying letter in 
which the reader says that he fails to understand them 
isla reminder that while the accounts of public com- 
panies should, on the whole, be self-explanatory, 
there are such organizations as this where one must 
have a fairly close knowledge of its purpose and 
working to be able to read the accounts intelligently. 
May we hope, therefore, at a later date, with the 
co-operation of the Corporation, to get the subject 
in clearer perspective? 

The aim of the Corporation, we read in the 
directors’ report, is ‘to purchase livestock, slaughter 
it, and sell in the best market’. It is the agent for two 
New Zealand rters and has handled imported 
carcases on th ir behalf It has also acted as agent for 
the Ministry of Food for the sale of imported pork 
Gre and it is the agent on the island for the Isle 
of Man Fatstock Marketing Corporation. 


Profit Query 


The chairman, Mr O R. Guard, points out that at 
the beginning of April 1954, the Corporation did 
not exist: there were no ent, staff, premises 
or trading connections. Yet by the end of March, 
1955, it was operating at seventy-three slaughter 
points, selling from ninety-one depots, employing 
3,000 and had recorded a turnover of {£103 million. 
It was established, he says, as a producer organiza- 
tion in the absence of the proposed statutory market- 
ing board. Its facilities are optional to producers; 
they have other markets available if they do not wish 
to deal with the Corporation. They must decide for 
themselves whether they want long-term security or 
the possibility of immediate or occasional advantage. 
., Trading, says Mr Guard, resulted in a ‘small but 
satisfactory profit of {£113,070 after making full 
provision for all prelimi and other expenses 
except income tax’, And here our reader starts to 
query. 
According to the group profit and loss account, he 
says, over £400,000 has been charged in taxation 
and there appears to be some {£734,730 which is 
not considered profit by the board but which is so 
considered by the Inland Revenue. He wonders 
whether ‘it is correct to show this liability of £350,000 
for taxation on the price equalization account’ when 
it must have been known at the time — November 


any such undertaking. Had they 


29th, when the report was signed — that there would 
be a corresponding loss in the next period and no 
doubt a claim for refund of tax. 


Complex Operations 


It seems evident that the Corporation’s operations 
are not without some complexity and that one needs 
to know quite a bit about it before considering its 
accounts. There is, for instance, its circular of last 
December referring to prices for bacon pigs. The 
price which the Corporation receives for these bacon 
pigs, it states, is made up of several parts: 

(a) A commercial price which is related by a 
formula to the wholesale price of bacon on the 
London Provision Exchange. This price is known on 
the Thursday preceding the week to which it applies. 

(b) The collective guarantee payment (feed formula . 
adjustment and quality premium) which is known at 
least ten days before the week to which it applies. 

(c) The dead weight payment, which is not known 
until eleven days after the week to which it applies 
because it is calculated by the Ministry of Agriculture 
from that week’s auction market prices. 

(d) Any adjustments of the price which the Cor- 

poration wishes to make as an incentive or dis- 
incentive for specific classes of pigs through the 
medium of the equalization fund. 
“Hitherto, the ‘cushion’ of the fund has enabled 
the Corporation to take limited risks regarding the 
amount of the dead weight payment. But the virtual 
disappearance of the equalization fund, it is stated, 
has now made it impossible for the Corporation to 
take such risks at the present time. 


Dorman Long 


Readers who have followed the stock-markets will 
have witnessed the disappointment expressed there 
over the Dorman Long $ per cent ordinary dividend 
for the year to September 1955, which is no more than 
the minimum prospect given by the directors when, 
under denationalization, the shares were offered back 
to the public in November 1954. 

There has been much quoting of the directors’ 
statement, in their December 1955 report, that 
arrangements with the Finance Corporation for 
Industry for unsecured advances up to £15 million 
‘were based on the continuation, for the time, of 
the ordinary dividend at the existing rate and the 


retention in the business of the balance of available 


profits’. It was held that the directors had submitted 
the company to a form of dividend limitation. 

Criticism continued at the annual meeting where 

Sir Ellis Hunter, the chairman, strongly denied 

given any under- 

to limit dividends, he declared, the fact would 

have. been disclosed in the offer for sale of the 
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ordinary shares in November 1955. The hubbub Money Market 

will die down, of course. But it does show what care ‘Treasury bill applications on February roth totalled 
must be taken in the wording of companies’ official £389,630,000. At a maintained bid the market ob- 
statements. What Sir Ellis did not do, so far as we tained 52 per cent of requirements with the average 
can sée, was to explain just what the statement in the rate at £4 28 8-71d per cent. This week’s offer is 


















































report did mean. . £250 million against maturities of {300 million. 
THE FATSTOCK MARKETING CORPORATION LIMITED ` Balance Sheet as at April 2nd, [935 
£ £ £ £ £ 
At Cast or 
RESERVES FIXED ASSETS Valuation Depreciation 
aes Land and bulldings......... 20,000 45 19,955 
embership fees rocelved. eens TA 3,937 Plant, equipment, furniture and fittings 84,278 6,229 78,049 
= Motor vehicles ........- aeiae enai , 23,095 2,409 20,686 
Revenue ca an ` 
Profit and Loss Account... eee a Nees 38,694 £127,373 £8,683 118,690 
‘ 42,631 Licences, market rights and goodwill, 
Ot COSE we Ae e 224,631 
Investments in essockated companies, 
PRICE EQUALIZATION ACCOUNT i BE GEN Ee e : 95,277 
amount set aside for taxation thereon....... ere 385,734 Pages 
INVESTMENTS IN AND AMOUNTS 
Bank overdrafts er a ee ee ENEE S e 421,678 bey t t 122,360 
Taxation (including amount sef aside for taxation Anoa E ee 122.054 
on Price SE Account of £348,996)... 385,317 OUNCE GUE .eraresrsasrsenersasa te 22, 244414 
Creditors and accrued [labitities...........0000> 2,676, 174 3493.169 CURRENT ASSETS SCH 
det Stocks as valued by the Corporatlon’s 
UC GENEE 431,611 
NOTES Debtors and payments In advance.... 1,059,826 
Fatstock guarantees due from H.M. 
OO) Capital commitments at April 2nd, (938 — £22,000. S Government .aessuosesnreesres> ; 1,717,123 
(2) There are contingent liabilities under purchase Cash at bank and In hand............ 19,962 S 
center i -r a achten payments for S 728,522 
icences, market rights and goodwill dependent upon ? o R. GUARD 
` and in relation to future profits. JR. MAIOR }Diractors, 
R. F. DALY 
£3,911,534 November 29th, 1955. £3,911,534 
THE FATSTOCK MARKETING CORPORATION LIMITED Consolidated Balance Sheet as at April 2nd, 1955 
AND SUBSIDIARY COMPANIES 
£ £- £ £ £ £ 
RESERVES FIXED ASSETS KE Deprectatio 
aluation n 
itol Land and bulldingt......sssseesenseo 49,474 46i 49,013 
embarship fees recelved aoe cae geg 3,937 Plant, equipmant, furniture and ‘flctings 87,596 6,544 81,052 
Surplus on realization of Investments 323 4.280 Motor vehicles Ae Eeer 27,300 3,197 24,503 
Revenue £164,370 £10,202 4,168 
Profit and Loss Accounts.......... 51,349 ere S ee "e j ` 
FUTURE TAXATION of a subsidiary 
EDERT BEE 18,000 Licences, market rights and goodwill, , 
iee ee i E 229,111 
PRICE EQUALIZATION AC- ; Investments In associated compantes, 
COUNT less amount set aside for Et COIE Ee PROE 95,277. 
tamation thareon ,, eee e eee eens 385,734 ` 
CURRENT LIABILITIES ) ; ER 
Bank overdrafts Au 221,754 
Taxation (including amount set side 
for taxation on Price Equalization geg CURRENT ASSETS - 
count of £348,996)... 2... cea ee 389,377 Stocks as valued by tha Companies’ 
Creditors and accrued Itabilithes...... 2,686,839 EE, deenen ebe eene 435,572 
nn 3,297,970 Debtors and payments in advance., 1,095,400 
ye Fatstock guarantees due from H. Lt 
Government `... nee §,717,123 
NOTES . Tax reserve certificates........ KEE d 10,500 
(1) Capital commitments at April 2nd, 1955 - £27,000, Cash at bank and in hand......... as 20,162 
ore contingent dap ies under purchose j 3,278,757 
agreements In respect of additional payments for 
licences, market rights and goodwill dependent upon 
and In relation to future profits. 
e D 
£3,757,313 £3,757,313 
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HR FATSTOCK MARKETING CORPORATION LIMITED 
IND SUBSIDIARY COMPANIES 


onsolidated Profit and Loss Account 
ar the period from April 30th, 1954, to April 2nd, 1955 


























- £ £ 
RADING PROFIT .............. SAS - 447,152 
after transfers to (less withdrawals from) Price 
Equalization Account amounting to £734,730, and 
after charging: 
Directors’ emoluments 
i Fee eenegen tEeaaesgipsëttaereas gen a eene 19,652 
Salaries. assess eS ECR ee EEE (ECKER oeesune 8,882 
: 28,534 
Auditors’ remuneration and expenses........ 9,750 
Depreclition: ....sssespessssvessus See Se 10,216 
£48,500 
i ` KH 
NCOMB from £ 
investments In associated companies............ 8,751 
Other Inveromen. eee reer eee eee eenee 603 
9,354 
126,506 
4ON-RECURRING AND | PRELIMINARY 
EXPENSES ............ Ce ren eee ee ee T 13,436 
'ROFIT BEFORE TAXATION ......... Serie 113,070 
"AXATION for the period 
On profits 
Profits Tax Saeneä kens xw keseaeestnsssg epes e 2,580 
Income Tax ...0..4.-. E EE 57,808 i 
` l ` 60,388 
On Price Equaltzation Account and charged thereto 
Profits Vax coc See dee wee 18,358 
Income Tax EE EE 330,628 
£348,996 
'ROFIT AFTER "TAXATION. 52,682 
're-acquisition profits of a subsidjary company.... 1,333 
51,349 
'rofic retained by subsidiary companies...........: 12,655 
IALANCE RETAINED BY THE FATSTOCK 
MARKETING CORPORATION LIMITED £38,694 





REPORT OF THE AUDITORS 
To the Members of . 
The Fatstock Marketing Corporation Limited 


Ve have audited the annexed Balance Sheet and have obtained all the 
nformation and explanacions which to the best of our knowledge and 


altef necessary for that purpose. So far as peer from our examina- `j’ 


lon, proper books of account have been kept by t 
eturns received from- branches, 

In our opinion and to the best of our Information and according to che 
xplanations given co us, the sald Balance Sheer, which ls in agreement 
vith the books and returns, gives, In eee wich the annexed Con- 
olidated Profit and Loss Account, the 'nformation required by the Com- 
antes ‘Act, 1948, in the prescribed manner, and gives a true and fair view 
f the érare of the Company's affairs as at April 2nd, 1955. 


s Company and adequate 


We have examined the Group accounts submitted and consisting of a 


consolidated Balance Sheet as at April 2nd, 1955, and a Consolidated 
'rofit and Loss Account for the perlod from April 30th, 1954, to April 2nd, 


955, with the audited accounts of the Company and ics Subsidiaries; În. 


nur opinion the Group accounts have been properly prepared In accordance 
vith the Companies Act, '1948, so as to give, so far as concerns the members 
4 the Company, a.true and fair view of the stare of affairs and of the profits 
f the 'Company and its Subsidiaries. ` 


e D 

1 ironmonger Lana, - PEAT, MARWICK, MITCHELL A CO, 

ondon, E SN 7 ` Chartared Accountants, 

Jovember 29th, 1955. . - ' Auditors. 
7 € 


Some Statistics of Trading to April 2nd, [955 


p“ 


THE FATSTOCK MARKETING CORPORATION LIMITED AND ITS AREAS 
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1,091,500 


831,000 


13,900 


frefand 


Northern 


Scotland 


South 
43,600 | 46,400 | 64,900 


®* One cottle unit se | steer, heifer, cow, etc.. or 3 calves, or 5 sheep or lambs, or 3 pigs 
Amalgamation of the North Western and North Midland Area. This took place on April 8th, 1955, and 


useful economies were effected 


156,200 | 84,000 


Eastern ` 
32 


123,500 | -21,900 


Midland 


112,100 | 77,500 | 67,000 
ril 2nd, 1955. Shortly afterwards considerable 


* Figures rounded to nearest hundred. 


Manual workers 
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NOTES: The etatistics relate to the Corporation on Ap 


STOCK TO THE CORPORATION 


UP TO MARCH Ist, 1955 
DELIVERIES AND KILLINGS 


OF LIVESTOCK® 


H. 
St: 
= wo 
Eg 
SEI 
KC 
DS 
Ss 
2 
le 


SLAUGHTER POINTS 
AND SALES DEPOTS 


AT APRIL 2nd. 


189 


H 


+ 


n divided between the North Eastern 
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previous! 
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engaged by that da 


Area Boundaries. Lincolnshire had 
began operations at two slaughter points 2 


reas; on April 8th It was 
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Alteration 
and Midland 
Isla of Man office 


la of cattle and sheep Is largely decan- 


quently, 


purchase, slaughter and sa 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Child Allowance: Articled Clerk 


Sir, — A parent can claim a child allowance in respect . 


of an articled clerk provided the income of the latter 

does not exceed £85 in a year. In this connection 

- I have received a letter from an Inspector of Taxes 
which reads: 

‘For the years 1955-56 onwards the special 
provisions by which the child’s emoluments may be 
regarded as payable or receivable by way of return 
of premium no longer apply, and such payments must 
be brought into the computation of the total income 
of the child.’ | e 


Can any of your readers say if that is the case and 
if so what authority there is for the statement? 
Yours faithfully, 
` PRIMO. 


| Gift by Renunciation 
Sir, — In the case of bonus shares which have been 


issued following capitalization of profits, and a share- ` 


` holder has renounced in favour of another member 
without cash passing, it would appear that estate 
duty would be payable by the receiver if the 
renouncer died within five years. 

Can any reader confirm whether or not this would 
be the case, giving authorities if possible. 

l l Yours faithfully, 
SNACA. 


Stock Valuation 


SIr -On many previous occasions and again in 
your January 28th issue, this question has been 
dealt with on the basis that it is an isolated question 
instead of being~as it really is — only one of the 
items (and not always the most important at that) 
constituting circulating capital, all of which are 
required to appear in the final accounts at their 
realizable values, or put another way, their cash 
values. 

The desideratum of all published accounts is to 
show the realizable profit of the year. In order to 
achieve this, the circulating capital, which answers 
the profit and loss account, must be stated in terms 
of cash values. Trading stock constitutes an item of 
circulating capital, and must therefore be shown at 
its cash equivalent. LFO and/or FIFO or any other 
method of valuation, do not come into the question 
which is concerned only with the cash value of trading 
stock or unsold purchases. 

How then to arrive at this cash equivalent? The 
‘answer is simple although its operation may give 
rise to difficulties. The stock must be valued in the, 
condition and quantities in which it appeared on the 
last day of the accounting period. For example, if a 


departmental store has on its shelves on December 
31st, 1955, 500 bowler hats in very large and 
very small sizes only (in view of the examination 
results recently published) the value of this trading 
stock is what the hats would be worth if sold en bloc 
on the date mentioned. The only. market for this 
stock would be the market to which the store resorted 
in the first instance to acquire the hats, in other 
words, the wholesale market. 
If all remaining items of stock are similarly valued, 
the result will be what it is desired to achieve, namely, 
an asset in kind reduced so far as is practicable to 
its cash equivalent. It must be remembered that the 
profit shown in published accounts is very quickly 
disposed of: nearly half must go in taxation, then 
there is the dividend etc., two extremely cogent 
reasons for stating the profit in terms of cash. 
Yours faithfully, 


London, EC2. E. HARMAN, 


Register of Members: Trusts 


Sir, — I have read “T’s’ letter in your issue of January 
21st with interest and not a little surprise. I believe 


be is confusing the true purpose of Section 117 


which Buckley on the Companies Acts, 12th edition, 
page 299, describes thus: 


“The object of the section is (1) to relieve the 
company from taking notice of equitable interests - 
in shares, and (2) to preclude persons claiming under 
equitable titles from converting the company into 
a trustee for them’. 

The use of a number and prefix letters cannot in 
my view be construed as recognition of a trust; it 
is merely a reference to facilitate the disposal of 
documents received by the registered holder. From 
the practical point of view such designations could 
be a nuisance causing unjustified additional expense 
to a company if carried to excess and for that reason, 
when accepting them I make it clear that the com- 
pany reserves the right at all times for all purposes 
to treat such ear-marked accounts as one if thought fit. 

The Chartered Institute of, Secretaries in 1947 
obtained Counsel’s opinion on ear-marking of accounts 
in the light of the then Companies Act, 1929, Sec- 
tion ror, which opinion was broadly to the effect 
that the mere ear-marking or designation of accounts 
does not of itself provide notice of a trust and 
although there is no obligation upon the company 
to act upon requests for ear-marking accounts or to 
accept transfers into names designated by initial 
letters, there is no objection to compliance with 
such requests. , 

As to the ‘noting’ in the register of the name(s) 
and address(es) of executor(s) or administrator(s) in 
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pencil only, that is surely an unnecessary form of 
pedantry, they are the only persons who can be 
rec as having a right to deal with a deceased 
member’s shares (in sole but not in joint account, of 
course) and these particulars ought in my view to be 
entered in ink as a record which may and frequently 
does stand for years. The members name is not, of 
course, deleted, the word ‘deceased’ being usually 
written after it in brackets, and the account remains 
in its alphabetical place according to his or her name. 
Yours faithfully, 

ROBERT P. CROUT, F.c.1s., 


Sanderstead, Surrey. 


A.A.C.C.A. 


Sik, ~ In reference to the letter on the above subject 
which appeared in your issue of January 21st, the 
Council "oe the Chartered Institute of Secretaries 
sought the opinion of Counsel in 1947 on the growing 
practice on the part of insurance companies, pensions 
fund companies and others, to request the splitting 
of accounts into separate parts, each part being ear- 
marked by a distin letter. As a result of that 
opinion the Council is satisfied that, in the absence 
of any specific notice which would bring such 
requests into conflict with either Section 117 of the 
Companies Act, 1948, or the provisions of articles, 
the mere ear-marking or designation of accounts does 
not of itself provide notice of a trust, and that, 
although there is no obligation upon a company to 
act upon requests for ear-marking accounts or to 
accept transfers of shares into names designated by 
“initial letters, there is no objection. to compliance 
with such requests. 

' The Council is aware that the length to which the 
practice might be carried if nominee companies, for 
example, were permitted to adopt it is a matter of 
‘some concern, and it considers that it would be 
desirable that companies, when accepting such re- 
quests, should make it clear that they reserve the 
right at all times and for all p to treat all 
ear-marked accounts as one account if they should 
think fit. Yours ee 

E. G. WALLACE, 
Assistant Secretary. 


Tre CHARTERED INSTITUTE OF SECRETARIES. 
London, EC 4. 


| Overdraft: Treatment of Holiday Money 


‘Six, — The letter from ‘Unbowed’ questions’ the 
Sonnet of the auditors’ opinion that cash which 
‘has been accumulated in a separate bank account 
ifor a specific purpose should be used in the balance 
‘sheet to offset part of the company’s overdraft. 

On the face of it this method of treatment appears 
.irregular, especially if one is correct in assuming — 
: as appears to be the case — that under the agreement 
with the unions the money thus set aside cannot 
be used for any purpose other than that of dis- 


bursing holiday pay. ` 


THE ACCOUNTANT 


‘to. that mentioned 


CU 


The money does not seem to belong to the com- 


“pany but is held by them in trust. As it is. however 


under the control of signatories appointed by the 
company, in my view it should be shown in the 
balance sheet either as a deduction from a “Holiday 
pay y liability account’ on the liabilities side, or as 
Cash at bank for the payment of holiday pay’ on 
the assets side of the balance sheet. 


Yours faithfully, 
: NORMAN H. DAVIES. 
Woodford Green, Essex. 


Sm, - The company for which I act as chief account- 
ant has a similar arrangement regardin cpanel pay 

by ‘Unbowed’ DS 
issue). In our case, Dees the holiday SE g 
placed to a bank deposit account in the names of 
the secretary of the company and myself. 

We credit ‘Holiday pay account’ in the books with 
the actual amount accrued each:week and a cheque 
for the weekly total is paid into the deposit account 
one week in arrear. In the balance sheet the accumu- 
lated holiday pay total, less the amount on deposit, 
is included under ‘creditors’. , 

This, I think, is the correct treatment and has 
been accepted by our auditors. In no circumstances. 
would I agree to the inclusion of this sum with the 
company’s bank balances 


Yours faithfully, 
gei CHIEF ACCOUNTANT. 


SIR, — Your correspondent ‘Unbowed’ (January 
28th issue) can be quite sure that funds placed to the 
credit of a separate ‘Holiday fund account’ under the 
control of trustees for the employees are no longer 
the property of or under the control of the company. 
his is the essence of the rule applicable to mem- 
bers of the Engineering and Allied Employers” 
National Federation. 
If the company were wound up before the holiday 


' pay had been distributed, these funds would have 


to be applied in contributing to the next holiday pay- 
ment in the hands of succeeding employers. 


Yours faithfully, 
“London, N3. ` E. A. S. DAVIES 


[The following procedure is recommended by the 
Engineering and Allied Employers’ National Federa- 
tion in order to place employees’ accrued credits outside 
the jurisdiction and control of a liquidator: a special 
fund with a separate bank account in the names of not 
less than two trustees, a resolution by the board of each 
firm recording the arrangement duly entered in the 
minute books, and the payment of the holiday allow- 
ances into the special fund. 

In the case of an employee who leaves the employ- 
ment of a firm before the holiday period, the Federation 
say that the normal procedure is for him to be given 
‘a chit stating the amount of holiday allowances standing 
to his credit which can be encashed at the Se 
period. — Editor.] 
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: Moribund Shareholdings 


Sir, - A golf club formed more than forty years ago 
was incorporated under the Companies (Consolida- 
tion) Act, 1908. Each member of the club is.required 
to hold at least one share in the company. There 
are now some 2,000 shareholders of whom less than 
. 400 are current members of the club. To comply 
with the provisions of the Companies Act respecting 
notices and when registering the annual return, the 
large number of non-member shareholders — most of 
whom hold one share only — is a source of embarrass- 
ment, and your readers’ suggestions for reducing the 
number of shareholders to something more in line 
with the current membership are invited. : 
Yours faithfully 
FREE FORESTER. 


Poll at Company Meeting 


Sir, — I have recently seen your issue of December | 


st, in which London students are jubilant over ‘the 
A incident: ` 

‘In the course of the proceedings [at a public com- 
` .pany’s annual meeting] three members demanded 

a poll, which was refused by the chairman since 

the articles (unrevised since 1933), stipulated a 

minimum of five. The articled clerk thereupon 

courteously informed the meeting that this provision 
was now void under Section 137 of the 1948 Act. 

The chairman blinked, the secretary hastily reached 

for his copy of the Act and, after discussion, the 

poll was allowed.’ (Page 760, London Students’ 

Coluran.) 

May I, with respect, suggest that the chairman wás 
in fact correct? It is Tab A, 1948 Companies Act, 
which lays down a minimum number of three as 
required to demand a poll. Section 137 of the Act 
requires a minimum of five and as the company had 
evidently a requirement of five in its own article, 
I respectfully suggest that the chairman was in order 
and that he should not have been persuaded by the 
articled clerk to permit the poll because the 1948 
‘Table A was not applicable to the case. 

Yours truly, 
SECRETARY- BIRD. 

{Our London Students’ Correspondent writes: The 
chairman, I fear, was wrong in that he should first have 
inquired from the members what voting rights they 
represented, and it was this that the articled ‘clerk 
pointed out. As it transpired in the subsequent dis- 
cussion that the three members had well over one-tenth 
of the total voting, rights, a poll was allowable under 
Section 137 (1) (b) (ii).J 


Maintenance of Capital in Times of Changing 
Prices 


Sm, ~ = In the letter of mine which you published in 
your issue of January 14th, I was bold enough to say 
that the solution of this problem ‘is all so sim 

In between the writing oa my letter and its publica- 
tion, there appeared in your issue of January 7th, 
Professor Paish’s comment upon Mr Arthur J. 
Hindley’s letter published in the same issue and, in 
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such reply, the Professor says that the point raised 
by Mr Hindley (the treatment of debtors and credi- 
tors) ‘unfortunately opens the door to a number of 
questions to which it is difficult to find a practicable 
answer’. I fear that the efforts which a few of ua are 

making to solve this pretty problem are being bogged 
down rena eee those few, although unanimous in their 
view that historical cost accounting is seriously 
deficient, are far from unanimous as to exactly what 
should take its place. So long as that lack of agreement 
exists among the enthusiasts, it is not surprising that 
we fail to gather more adherents to our cause. 

It is all very well for me to say -as I do- that 
historical cost accounting is one of the most serious 
burdens which mankind has ever had to carry, but 
I cannot quarrel with my many fellows who sim ly 
say: ‘Alright, old man. Perhaps you're right; 

ive us something to take its place and get it See 
by an adequate number of your fellow enthusiasts before 
Goi iy io ell io aa! 

Why. do Mr B. J. Davis and I and a few others 
find the whole matter so simple and why do Professor 
Paish and many, many others find it so difficult? 
With great respect to all the latter, I must remark 
that key have failed to recognize with sufficient 
clarity that profit-is simply the excess of capital at the 
end over capital at the beginning. It has never been 
anything else. All we have to do is give effect to that 
idea without adopting the foolish assumption that 
the value of our measuring unit never changes. 


Mr Hindley (your issue of January 7th) wants 
regard to be had to the part of debtors and creditors. 
Professor Paish says this is difficult. I disagree with 
him. A trust estate commences the year with capital of 
£10,000 wholly represented by an investment in 
government loan. It ends the year with capital of 
£10,350 represented as to {10,000 by the same in- 
vestment in Government loan and £350 in the bank 
(arising from {£400 interest earned and received less 
£50 administration charges). The cost of the things we 
want out of life increased during the year by 10 per 
cent. What was the profit? The answer is minus £650: 
The opening capital of £10,000, obviously enough, 
has to be indexed upwards by Io per cent (i.e. to 
£11,000) in order to convert it into £s of the same 
measuring power as those already used to measure 
the closing capital. Comparison of. that {11,000 
opening capital with the closing capital of £10,350 
(both measured in end~-of-the-year £s) shows a 
decline of £650. This, I am in no doubt, is the loss 
for the year. 

These mechanics are quite unaffected by the- 
maturity date of the Government loan. The answer 
will still be a loss of £650 whether that maturity date 
be next week, next year or next century. The mech- 
anics are the same if the capital is represented by 
cash, trade debtors, water board debentures, mon 
due from the bookmaker or any other asset which 
is no more thanea claim on money. 

Liabilities lend themselves to the same simple 
treatment provided that they are simply thought of.as 
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minus capital. I commence the year with no assets and 
liabilities of £10,000 (long-term, short-term, hi S 
interest, low interest — it doesn’t matter). I finish 
year with no assets and still with liabilities of £10,000 
(bank out, life office in, doctor paid, butcher unpaid — 
it doesn’t matter). I lived on the charity of my children 
for! the year. The price level rose by 10 per cent. 
What was my profit? My opening minus capital of 
£10,000, previously recorded in b g-of-the- 
year £s, has to be indexed upwards to {11,000 in order 
to permit a comparison with my closing minus capital 
£10,000. This comparison shows an improvement 
of 1,000 end-of-the-year £s. I am better off to that 
extent. That is my profit. 

The biologists designate the human population as 
homo sapiens. The statisticians include accountants in 
the human population. I sometimes wonder. 


Yours faithfully, 
Sydney, Australia, A. R. MUTTON. 


‘The Practising Accountant’s Relationship 
to Management Accounting’ 


Sır, — I thoroughly enjoyed reading the paper 
delivered by Mr R. G. Leach, C.B.E., F.C.A., entitled 
‘The practising accountant’s relationship to manage- 
ment accounting’, which was published in your issue 
of January 7th. 

There has been too much loose thinking on the 

art of some accountants in industry regarding 
management accounting. Mr Leach rightly points 
X t cost accounting (including standard costing 
and budgetary control), material control (including 
the control of waste during manufacture or process- 
iog), internal and statistical accounts, the mechanics 
of an accounting system, special cost and economic 
studies and the proper interpretation of financial 
(and statistical) data, are all subjects in the field of 
accountancy. It follows, therefore, that practising 
accountants should be more qualified — by virtue 
of their training and experience — to make use of these 
techniques and advise clients thereon than the 
‘specialized firms’ (as Mr Leach dubs them). I refer, 
of course, to those “specialized firms’ which consist 
entirely, or almost entirely, of engineers and Bedaux- 
trained time-study men. 

Mr Leach Pit that the ‘specialized firms’ 
create a more forceful impression on potential clients 
during the initial contacts than practising accountants. 
Here in South Africa, this is certainly the position — 
due to the fact that The South African Public 
Accountants’ and Auditors’ Act expressly forbids 
the holding out of any inducements to potential 
clients — and quite rightly so. Small wonder, then, 
that boards of directors (and even Government depart- 
ments and local authorities) are forcibly impressed 
by promises of substantial economies and extra 
profits which will accrue if they engage the services 
‘of these ‘specialized firms’. The faot that some. of 
these economies and extra profits do not materialize 
is unfortunate, of course, but many of these special- 
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ized firms do not appear to be subject to any pro- 
fessional rules of conduct and they gaily proceed on 
their not unprofitable way — blissfully unaware of the 
damage they are doing to the new profession of man- 
agement and cost consultancy. 

Mr Leach also quite rightly feels that what he 
terms ‘engineering services’ should be left to special- 
ists — that is, qualified engineers. It has been my 
experience that engineers (qualified or unqualified) 
are not satisfied to advise on purely engineering 
problems. They have entered the field of management 
accounting — in fact they claim (sometimes trucu- 
lently) that they are better qualified to advise on and 
make use of the techniques of management account- 
ing than practising accountants. 

-Perhaps the only solution here in South Africa is 
a concerted entry into the field of management and 


_eost consultancy by practising accountants, and then, 


for the protection of the public, extending the 
Public Accountants’ and Auditors’ Act so that only 
registered accountants and auditors and members 
of a recognized costing institute can hold themselves 
out as management and cost eonsultants. 
Yours faithfully, 
FREDERICK G. BEARD 
Pretoria, South Africa. 


Cultural Training of Articled Clerks 


Sir, - The cultural training of articled clerks is a 
subject which is claiming more and more attention 
of late. It is presumably a broadening of one’s vision 
on all subjects and on the arts in particular. 

When in college, apart from the scholastic curri- 
culum, the student attends concerts of classical . 
music, visits art galleries, hears lectures on these 
and other arts and makes regular use of the college 
library. 

When he enters an accountant’s office, these 
advantages are not denied him but due to his work 
and studies he has little or no time to develop his 
sensitivity for things of beauty. 

In conservatotres and academies of art, the need for 
a general education is reco and students are 
put through a course which not only endeavours to 
perfect them in their art but to develop their appre- 
ciation of the many facets of life with which they will 
be surrounded when they emerge from their student 


Professional accountants stand on equal footing 
with the university-trained professions whose mem- 
bers have had the cultural benefits arising from their 
attendance at a university, and it is unthinkable but 
that it should be so. However, this does not relieve 
them of their duty to be culturally qualified to 
assume the standing of a professional man. 

Five years’ apprenticeship closeted with very little 
but accounting should train a student to be a good 
accountant but will it train him to be a good profes- 
gional man? Yours faithfull 

NEIL VINCENT O’NEILL. 

Waterford, Ireland. 
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THE LEEDS AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ ASSOCIATION | 
ANNUAL DINNER ` 


The annual dinner of the Leeds and District Char- 
tered Accountant Students’ Association was held at 
The Hotel Metropole, Leeds, on January 27th, with the 
President of the Association, Mr S. B. Hill, B.A., F.c.a., 
in the chair. Among the guests were His Honour 
Judge D. O. McKee; Mr Lawrence W. Robson; F.c.A., 
F.C.W.A., a member of the Council of the Institute; the 
Rev. Canon Christopher B. Sampson, M.A., the Vicar 
of Leeds; Mr Robert Crute, Town Clerk of the City 
of Leeds, and 


Messrs E D Austin (South Wales and Monmouthshire 
Chartered Accountant Students’ Society), W. A. Bates 
(Liverpool Chartered Accountant Students’ Association), 
P. Braithwait (Sheffield and District Chartered Accountant 
Students’ Soctety); A. Clarke (Hen. Secretary, Students’ 
Section, Incorporated Accountants District Society of 
Yorkshire): E. V. C. de Graft Johnson, LL.M. (President, 
Leeds University Union); M. G. Gisborne (Nottingham 
Chartered Accountant Students’ Soctety). 

Messrs S. I. Holden (Letcestershire and A Keele 
Chartered. Accountant Students’ Society); G. M. Hope 
_ (Manchester “Chartered Accountants’ Students’ Society); 
B. H. SE (Northern Chartered Accountant Students’ 
North (Bradford and District Chartered 
pei dire: Students’ Association), E. V. Roberts, B.COM., 
A.C.A, ee Leeds College of Commerce). 

rs M. D. Stirling (Birmingham Chartered Accountant 
Students’ Society); E. Sugden, F.c.a. (President, Leeds, 
Bradford. and District Society of Chartered Accountants); 
E. D. Taylor, F.C.A. (Member of the Council, Institute of 
Chartered Accountants in England and Wales) Hartley 
Thwaite (Manager, Lloyds Bank Ltd, Leeds); M. C. 
Whatley, M.A., A.C.A. (Hon. Treasurer, SE and District 
Chartered Accountant Student? Association); J. M. Young 
Kees Accountants’ Students’. Society of Kingston upon 
Hull). 


The Legal and Accountancy Professions 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, His Honour 
Judge D. O. McKee said he thought that at one time the 
two professions of law and accountancy regarded each 
other with`a little suspicion. Lawyers rather felt that 
accountants were doing things that for many years had 
been the prerogative of the legal profession and the 
accountants rather felt that the lawyers did not advise 
clients to go and see an accountant as often as they 
might do. ‘We did regard each other not with hostility 
but with suspicion,’ he declared amidst laughter. He 
went on: 

‘The efforts of our legislators, who over a number of years 
have been pouring out in clear and lucid English (laughter) 
considerable amounts of ‘legislation and orders, some taking 
the form of Finance Acts and others of various controls, have 
provided sufficient work for everybody, and sufficient for 
all of us to do, without treading on each other’s toes.’ 

Continuing he said: 

‘The standard of a profession depends on its ee body 
and during the last fifty years the standard of chartered ac- 
countants has risen to such an extent that I think it must be 
the admiration of every other profession in the country. * 

‘You are people now on whom enormous respon- 
sibility is placed and you are people who are trusted by both 


sides of industry. That must be due, in no smali measure, to 
your ruling body. 


A Profession with Immense Horizons bk 


Mr Lawrence Robson, responding, said that in their 
quieter moments the young accountant and the young 
articled clerk of today must think of the future and 
of the profession they had chosen. 

He said that thirty-five years ago there were 5,000 


members of the Institute. Now there were 18,000. 


‘It must be an indication that the people who want our 
services are prepared to pay for them and find them useful, 
and that we now cover.a vast field of professional endeavour. 
I am sure we have no fears for the future of the articled 
clerk who takes his profession seriously. 

“You are in a profession with immense horizons,’ declared 
Mr Robson. “The whole range of professional responsibility 
is being rapidly extended, and today there are boundless 
opportunities before young men who are prepared to study 
the arts and principles of management accounting, where 
there are great opportunities both in practice and in industry 
for them to make their mark if they are prepared to specialize 
in this particular field of constructive accountancy thought.’ 

Mr Robson said that the Institute was doing its 
best to encourage courses at which articled clerks could 
hear lectures on those subjects, and also courses at the 
colleges of various universities where men both in 
industry and practice were brought together to study. 

Proposing the toast “The Leeds and District 
Chartered Accountant Students’ Association’, the 
Vicar of Leeds, Canon Christopher B. Sampson, said 
people tended to look at the next man to find out what 
he was doing, or was not doing, and to find out what 
he thought we ought to do. “The judgment of the next 
man is often worth exceedingly little,’ he said. 

‘Each one of us has a sense of right and ; 
Whet the next chap is doing is irrelevant, the thing that y 
matters is that which we know by instinct and training and 
by the life which is in us. I believe that is true for all Se ug 
who are living in this complex society and I imagine that it 
is especially true for all of you who are coming up into the 
exceedingly honourable profession of accountancy.’ 


~ 


A Paper on Accountancy Ethics? 


Responding, Mr Hill said be was delighted to learn 
that it was becoming usual at the Grantley Hall 
courses, for the chairman or some member of the 
Council of the Institute, to deliver a short homily on 
professional etiquette and similar matters. l 

‘But what steps does the Institute take to ascertain that it 
only admits as members people well versed in these matters? 

‘Well, of course, the answer is that it relies on the certifi- 
cate of the principal when application for membership is made 


‘by a successful examinee. But is that enough? 


‘I would venture to say no, and I would suggest to the two 
members of the Council present tonight that there should 
be included in the Final examination a paper on accountancy 
ethics. I say this in all seriousness.’ 


The toast of ‘Our Guests’ was proposed by Mr 
M. C. Whatley, M.A., A.C.A., hon. treasurer of me 
Association, and Mr Robert Crute responded. 
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ECONOMY THROUGH EFFICIENCY 


Office Equipment and Machinery of Assistance to the Profession 


The success of the Business Efficiency Exhibition which opens in Birmingham on 
Monday is assured and many of our readers will benefit from a visit to this exten- 
sive demonstration. In the increased number of pages of our Business Efficiency 
Special Issue published last week, were authoritative, factual articles which not 
only described systems, machines and equipment, but with actual examples 


detailed their practical application in businesses, factories and professional offices, 
illustrating some of the innumerable ways in which accountants — both in practice 


and in industry — are finding value in ‘mechanical aids’. We hope that the following 
brief outlines of equipment being shown and demonstrated in the Exhibition will 
i be of added interest to members of the profession. 


A Electronic Machines 
The British ‘Tabulating Machine Co Ltd, in presenting 


its Hollerith equipment, demonstrates the working of- 


three new machines. The Hec General Purpose Electronic 
Computer is designed to undertake automatically an entire 
accounting requirement involving many thousands of in- 
dividual calculations. It will distinguish the characters of 
individual sums and products; apply alternative factors 
according to circumstance; memorize factors and its 


own intermediate calculations; check its own arith- . 


metic, and balance and print the final results, The 
. Hollerith Electronic 550 Calculator is a time-saving 


adjunct to a punched-card machine installation, which ' 


can be used, for instance, to eliminate the enormous 
number of calculations required in connection with a 
familiar procedure of stock control with- average 
pricing. It has particular advantages, it is claimed, for 
„electricity billing, since it can discriminate auto- 
matically between the varying rates applicable to the 
different tariff steps, and among its other uses are 
the production of essential accounting data in the 
sphere of labour accounting,. labour efficiency state- 
ments, costing records and payroll. ‘The third machine 
is the Hollerith Electronic 542 Multiplier, the functions 
of which are by no means confined to multiplication. 
It can be used as a fully automatic P.A.Y.E. calculat- 
ing machine, which, without reference to tax tables, 
undertakes all the pay calculations, and can dis- 
tinguish between the ‘special cases’ and apply the 
appropriate procedure to each. Stores and costing are 
other departments in which it can be advantageously 


used. 
Punched Cards 


IBM United Kingdom Ltd is showing several 
machines. With the 026 Alphabetic Printing Punch; 
information can be recorded into punched cards: 
functions.such as skipping, duplicating, and shifting 
from numeric to alphabetical punching being governed 
by: simple coded instructions punched in a card and 
inserted in the machine. Electronically assisted dupli- 
cation takes place at 18 columns a second. The 
machine can also print a character along the top edge 
of the card as it is punched, thus creating a punched 


and visible record at the same time. The 082 High’ 


Speed Sorter has a number of additional refinements, 
including an electronic unit which, it is claimed, 
enables it to operate at a speed of 650 cards a minute. 
The 421I Accounting Machine proc®sses punched 
records into final printed results. It can carry out at 
high. speed a lengthy sequence of arithmetical, and 


logical steps, in much the same way as a calculator, 
and is being demonstrated in a stock control applica- 
tion. For work necessitating a large volume of laborious 
calculations, there is the new 604 Electronic Calculator, 
consisting of two cable connected units —the elec- 
tronic calculating unit proper, and a gang summary 
punch providing input and output at a speed of 
100 cards a minute. The basie programme has been 
increased to 70 steps, and may be further expanded; 
146 storage positions are available, of which 50 are 
fully electronic, and there are new features to facilitate 
sterling calculation. 


Dictating 


Hartley Electromotives Ltd are showing a dictating 
machine called the Tape-Riter, described by the 
makers as ‘a virtually fool-proof electronic secretary’. 
Special features are finger-tip microphone control, 
which enables erasions and corrections to be made as 
the dictator goes along; a foot-switch for the typist, 
incorporating stop, start, and forward and back 
spacing, and practically everlasting magnetic tape. A 
Tape-Riter dictating erchange can be installed in 
large offices and institutions. By means of a hand 
microphone in every execttive’s office, which contains 
all controls needed to operate the Tape-Riter, direct 
automatic dictation can be given to the Tape-Riters 
installed in the typists’ pool. 


Printing, Adding and Listing 

British ‘Typewriters Ltd show a new all-electric 
adding and totalling machine, the Odhner Electric 
Adding and Listing Machine, which can be used for 
sterling whole number and decimal calculations. The 
keyboard is low and compact, and the arrangement of 
the keys at different heights makes touch operation 
easy. There are only three keys, one for addition and 
sub-totals, one for subtraction and total, and one for 
repeated operations. Sub-totals and totals are obtained 
with only one stroke. 

Among the exhibits of British Olivetti Ltd are two 
printing, adding and listing machines. One ~ the 
Summa 15 — has a ten-key keyboard and is capable of 
being operated with one hand. It is equipped for two~ 
colour printing (for totals and sub-totals) and can give 
a credit balance. A switch converts fo whole numbers, 
making it extremely useful for ‘dual-currency’ 
businesses, and in whole numbers multiplication is 
facilitated by means of a device for multiplying by 
ten EECH The Electrosumma is an electric 
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adding and listing machine which also prints on a 
tally roll, and has a ten-key keyboard with two extra 
keys to speed the entering of noughts. It adds and 
subtracts directly and gives a credit balance, and 
includes also a device which enables it to be used for 
decimal currencies. Completing this range is the 
Divisumma, which is a printing calculator giving 
entirely automatic multiplication and division, as 
well as being a highly efficient adding and subtracting 
machine also able to produce a credit balance. 


Accounting 


Underwood Business Machines Ltd have de a 
system to simplify garage accounting procedure, and 
at the same time to provide ‘Vital information to the 
management. This system, it is claimed, can be 
efficiently ‘and simply operated on their Underwood 
Sundstrand Accounting Machines, and can also easily 
be altered to suit changes in circumstances occurring 
after the equipment has been installed. The machines 
_are made in a variety of models to cater for every 
accounting requirement in every size of garage busi- 
ness, and the system has been evolved after lengthy 
research by people with an extensive knowledge of the 
accounting requiremenjs of all sections of the motor 
vehicle distributing and servicing business. 


Writing, Copying and Duplicating 


Among the ideas in method and equipment demon- 
strated by Kalamazoo Ltd, the Kalamazoo Dupli- 
cate Statement method eliminates the sales ledger, but 
is designed to give the small trader all the accounts 
and records he requires. Of special interest to outside 
cash collectors and salesmen is the Kalamazoo Collec- 
tion Copy-triter, which by carbon duplication enables 
the cash journal and payments card to be written up 
together. The Three in one method of compiling wages 
enables all necessary entries on the tax card, the pay- 
roll, the individual pay record, and the pay slip to be 
made at one writing. The Kalamazoo Summarizer, 
using only the original document, gives analysis up to 
a thousand headings (or even more), or complete sum- 

maries of dispersed. stocks, requisitions or branch 
returns. 

Fordigraph Ltd are showing their Systemette 
Sptrit Duplicating Machine, designed especially for fast 
systems documentation. From the side-seated position 
the operator can have full vision of the forms being 
fed into the machine, the master on the drum of the 
machine, and the completed copies. It is made with a 
_ deep receiving tray, so that the need for constant 
clearing is avoided. 

Block & Anderson Ltd are introducing two entirely 
new additions to their range of machines. The Justo- 
writer is an automatic tape-operated composing 
machine consisting of a recorder and reproducer, both 
fitted with standard typewriter keyboard and carriage. 
The recorder produces a visible proof and a punched 
tape with one manual operation, and the reproducer 
automatically produces final proof or direct image 
plates from the punched tape at the rate of 100 words 
a minute. Changes, revisions, corrections and altera- 
tions can easily bé made on this machine, which will 
punch, read, revise’or duplicate tape. The Flexowrtter 
Automatic Writing Machine is designed for processing 
repetitive information. It has a normal typewriter key- 
board and carriage, which punches a common lan- 
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guage tape as a by-product of typing an. essential. 
document. It can also read punched tape and existing 
tape can be used to reproduce repetitive information 
without errors and at speeds well in excess of manual 
operation. Another new machine is the Flexowriter 
Programmatic which will, besides punching tape, also 
punch and read cards. This firm’s Banda range of 
hand and electric spirit duplicators includes machines 
suitable for every type of office, large or small. In 
addition to the duplicators there is the Bandavelop 
photo-copying equipment; the Bandafold, which auto- 
matically folds, perforates and scores papers of all 
weights up to a speed of 15,000 sheets an hour; and 
the Bandamail letter~-opening machine. 


Form -feed | 


Lamson Paragon Ltd have a new form-feed for 
typewriters, called the Parafeed, for rapidly feeding 
multi-copy sets of forms, carbonless, carbon backed, 
or carbon filled, into the typewriter or accounting 
machine. Their other exhibits include a large range of 
products relating to business documentation, and also 
a display of products of a highly specialized character 
relating to continuous forms for punched-card account- 
ing machines and addressing machines. They claim to 
have the largest range of autographic manifold registers 
in the world, including.a special model register which 
automatically dates and times records. Addressing 
machines with continuous stationery controlled by 
Formaliner Form Feed, automatically cut into single 
forms upon completion, or refold into continuous 
packs for further processing on the .typewriter or 
tabulator. | 


i 


Intercommunication 


In the field of office intercommunication there are a 
number of interesting exhibits. The Reliance Tele- 
phone Co Ltd (a subsidiary of thefGeneral Electric Co 
Ltd) is showing G.E.C.. Private Automatic Telephone 
Exchanges providing secret intercommunication twenty- 
four hours a day without the aid of an operator. 
This equipment incorporates the new SE co two- 
motion selector switch, which is stated to be 
exceptionally speedy in operation, having a step- 
ping speed of forty-five steps per second; an ex- 
ceptionally long life, easy maintenance and com- 
plete reliability. There are various types of automatic 
instruments which operate in conjunction with these 
exchanges, and they are fitted with the latest type 
G.E.C. Trigger Dial, specially designed by the com- 
pany and standardized by the Post Office authorities. 
Among this company’s other exhibits is the Reliance 
Push-Bution Intercommuntcation System with loud- 
speaking master stations. With this system calls from 
the master station have priority and are secret. In 
addition there are sets suitable for systems from two 
to twenty-one lines, ideal for small organizations. 
Hadley Telephone and Sound Systems Ltd have 
on show a new and improved version of the Hadley 
Multicom intercommunication system which, it is 
claimed, is the only system of its kind providing direct 
loud-speaking or telephone contact between all points 
up to a maximum of twenty. All units are identical and 
are linked to each other through an automatic ex- 
change, so that every point on the system can call 
every other point simply by pressing a switch. Among 
this company’s other exhibits are the Hadley Inter- 
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PRIVATE COMPANIES 1 : 
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HERMES INTROMAT 


| Book-keeping Typewriter 


INVESTMENT 
REGISTRY 


LIMITED 


Established 1880 





Undertakes the following services 
for owners of established private 
businesses, and those concerned 
with provision for death dutles, — 
deceased estates, etc.: 





% Automatic 3 in Í post- 
ing without carbon 





See us on Stand No. 27 at the Business Efficiency Exhibition 





paper 


% All forms individually 


inserted and aligned 


ak Automatic efection 
control of all three. 


forms 


Electric carriage 
return and line spacing 


Time and money 


saving for the smaller 


and medium-size firm 


Adaptability practi- 
cally unlimited 

Other machines, also 
incorporating. new and 
unique features, to be 
announced. 


R U F ORGANISATION LTD — 


Central Buildings, Horley, Surrey 


„Flotation through recognized 


Stock Exchanges by Public 
Issue, Offer for Sale or Intro- 
duction of all or part of 
existing share capital. 


y 


Provision of new capital for 


. expansion_or the funding of 


Bank Loans. 


_ The purchase of large share- 


holdings in Companies ` 
already having a Stock Ex- 
change quotation. | 


The keeping of Company 
Share Registers and the 


_ handling of share certificates, 


HORLEY 935 ‘dividend payments, etc, 


"— C COUPON 
Please send further details of HERMES INTROMAT to: 


6 GRAFTON STREET, LONDON, WI 
Telephone: Hyde Park 6455 
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communicator Mark 'TII, a system for establishing 
instant contact. between principals and departmental 
executives. The master unit has facilities for either 
sixteen or twelve extensions, and calling from ‘the 
master set to one or. more extensions is automatic 
when the appropriate key is depressed. Each extension 
can be called without the necessity of being switched 
.on, but privacy is preserved. The New Executive 
Master Unit is another equipment which can be used 
with practically every existing internal dial telephone 
system of two to two thousand or more lines. It is 
designed for use by the executive in receiving calls 
either by loudspeaker or, in the case of confidential 
conversations, by use of the telephone handset. ` 


Communication Systems Ltd have a new. visual 
caller for use in conjunction with private automatic 
telephone systems. It consists of a neon lamp mounted 
on a rubber ball-shaped base, weighted so that if it 
falls it will bounce harmlessly. Other exhibits are a 
working model of a 25-line private automatic telephone 
exchange, a new S.R. 53 Loudspeaking Telephone, 
designed to occupy no more than normal telephone 
desk-space, and the Soundmaster, which reproduces 
uninterrupted natural speech over loudspeaking inter- 
communication systems. The Pioneer Staff Locator is 
a visual code calling system, now used by large firms 
and institutions throughout the country, for quickly 
calling members of the staff. 


THE ACCOUNTANT 


197 


Franking, Cheque-signing and Money-checking 
A new Simplex desk model ‘postal franker, especially 
designed for use.by the small mailer, is shown by 
Universal Postal Frankers Ltd, as well as a number ` 
of other models. The latest Multivalue hand or electric 
franker gives a full range of postage rates to cover 
letter post, air mails and parcels, and incorporating a ` 
labelling device which automatically cuts, feeds and 
franks gummed labels ready for affixing to bulky 
packets or parcels. The new Foldopost folding machine 
is a desk model electrically operated with an auto- 
matic feed, which can handle a wide range of paper, 
and give the folds normally used on office stationery. 
They also have a new Director cheque-signing machine 
for hand or electrical operation, and a high-speed 
counting and imprinting machine called the Totometer. 

The Universal Monevchecker, exhibited for the first 
time by Office Machinery ‘Ltd, has been designed 
iri close collaboration with the banks, in order to 
provide a machine capable of checking quickly large 
amounts of notes and currency. Not only is money 
checked after it has been received from the banks, 
but also checked prior to being paid in against internal 
accounting forms. The dial gives an immediate reading, 
the beam is adjusted so that both pans weigh exactly 
the same — a thing unobtainablt with the normal gold 
scale — and the machine is not affected by atmospheric 
Comeon, 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


-Fhe following is a list of Associates elected to Fellow- 
ship at the Council Meeting held on February rst, 
1956, who completed their Fellowship before February 
14th, 1956.- 


Angel, Alexander Morris; 1948, A.C.A.; 9 Grove Court, - 


St John’s Wood, London, NW8. 

Broadbent, Winston Ewart; 1938, A.C.A.; (*E. Broadbent, 
Fish & Co), 1-4 Clarence Arcade Chambers, Stamford 
Street, Ashton-under-Lyne. 

Brooking, Alexander Whicher, 1929, A.C.A; (A. C. 
Brading & Co), Liloyds' Bank Chambers, Basingstoke. 
and at Bournemouth. 

Brown, Maurice Alan; 1949, A.C.A.; (Ham, Jackson & 
Brown), 26 Gay Street, Bath, and at Bristol. 

Flamank, Robert Arthur: 1946, A.C.A; (*Flamank & 
Co), 1 Regent Place, Birmin ham, 1, and at 117 Church 
Lane, Handsworth, Birmin , 20. 

Golden, Lewis Lawrence; 1947, A.C.A.: (Lewis Golden 
& Co), 30 Queen Anne Street, London, W1. 

Grande, Joha Edgar; 1950, A.C.A.: (Knill, Padgham & 
Grande), 27 Hertford Street, Park Lane, London, -Wr. 

Hague, Walter dëse? 1948, A.C.A,; (Bourner, Bullock, 
‘Andrew & Co), Bush Lane House, Cannon Street, 
‘London, EC4. 

Harley, John Ireland; 1949, A.C.A.; (R. F. Miller & Co), 
Ramsden Square, Barrow-in-Furness, and at Ulverston. 

Hatch, Maurice Edwards, p.F.c.; 1947, A.C.A.; (Saffery 
‘Sons & Co), 200 Gresham House, Old Broad Street, 
London, E 2; and at gia 

Holmes, Alec Ian; 1946 A: (A. C. Brading & Co), 
Lloyds Bank Chambers, Basin 


Johnston, David Oliver; 1948, A.C.A.; (Oldham, Holland 


& Roe 63-64 New Broad Street, Londen, ECa; also at 
Lewes (Oldham, Holland, Frank E Co). 
Kirkham, Norman; 1950, A.C.A.; (Cecil eee & 


Tonks), Metropolitan Chambers, Lichfield Street, 
Wolverhampton. 
McGregor, Eric Hutchinson; 1949, A-C.A.; (Owen West & 
McGregor), Globe Buildings, 38 Friar Street, Reading. 
Millard, Robert George; 1939, A.C.A.; (Albert Goodman 
& Co), 3 Hammet Street, Taunton, and at London. 
EE Henry Charles; 1949, A.C.A.: (Harmood Banner, 
Lewis & Mounsey), 24 North John Street, Liverpool, 2, 
and at Chester, London and Manchester. 
Munday, Rowland John; 1938, A.C.A.; (H. N. Murray & 
SCH g-11 Copthall Avenue, London, ECa, and at 
ou 
Nicholson, Dennis Thomas Holme, M.B.E; 1949, A.C.A.; 
(Saffery, Sons & Co), 200 Gresham House, ld Broad 
Street, se EC2, and at Margate. 
Parkinson, Nigel Henry; 1949, A.C.A.; (Baker Bros. 
Sereda &. Co), Selborne Buildings, 14 Millstone Lane, 
Powell, Charles Henry William; 1946, A » (William 
S. Ogle & Co), 90 Gresham House, 24 oid Bred Street, 
London, EC2. 
Prevezer, Henry; 1950, A CA: (Prevezer & Young), 5 
Mansfield Street, Portland Place, London, Wr. 
Rader, Bernard; 1950, A.C.A; (Bernard Rader & Co), 
Broadway Chambers, Ludgate Broadway, London, EC4. 
Siddle, Edward Rowland; 1990, A.C.A.; (Albert Goodman 
& Co), 3 Hammet Street, Taunton, and at London. 
Silem, SCH George; 1936, A CA: (*Turquand, 
Youngs & Co), and (*Arthur Andersen, Turquand, 
Youngs & Co), 19 Coleman Street, London, EC2, and 
at Malta, c.c., (*Turquand, Youngs & Co); (for other 
towns see *Turq uand, Youngs & Co- 
Brazilian, Bristol (England Ceyion, 
Iberian and North Borneo Firms, *Arthur Andersen, 
Turquand, Youngs & Co (France, U.S.A.) and *Fuller, 
De Kee Youngs & Co (Abstralia). 
Arthur;. 1937, A.C.A; (*Elles, Reeve & 
Co), 4 Go. EE C4. 
Sudell, Henry Arnold: 1949, Ke (Impey, Cudworth 


wh 
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& Co), Finsbury House, Blomfield Street, London, 
EC2, and at Birmingham. 

Tolputt, Norman Arthur; 1948, A.C.A.; (*Passmore & 

Tolputt), Market Chambers, Onslow Street, Guildford, 


Surrey. 
Wade, Stewart Harry GE 1949, A.C.A.; (Wright & 


Westhead), 1 Martin Street, Stafford, and at Wolver- 
hampton. 
Warren, Frederick; 1950, A.C.A.; (*Peat, Marwick, Mitchell 


& Co), 11 Chapel Street, Camborne, Cornwall. 
Watts, George; 1949, A.C.A.; (Cayzer & Co), 27 John 
Adam Street, Adelphi, London, WCz2, and at High 


Wycombe. 
Webster, Derrick Burnby, D.8.0., T.p.; 1950, A.C.A,; 


(Wilkinson Organ, Deakin, Webster & Co), 8-9 Revenue 
Chambers, 4 Howard Street, Sheffield, 1. 

Williams, — Anthony; 1949, A CA: (J ones, Robathan, 
Thompson & Co), 11-12 Skinner Street, Newport, 
Mon, and at Cardiff, Cardigan, , Chepstow 
and London, 

Wilson, George Grandidge; 1948, A.C.A,; ee 


S Sagar & Co), 31 Clarendon Road, Leeds, 2 


(Not in England or Wales) 

O’Connell, Brian Woodall Skene; 1937, A.C.A.; (*Deloitte, 
Plender, Griffiths, Annan & Co), Tanganyika House, 
Third Street, (P. O. Box 267), Salisbury, S. Rhodesia, 
and at Blantyre and Umtali. 

Perry, Edwin Bourne; 1929, A.C.A.; (*Halsey, Button & 
Perry), 66 Hotchkiss House, Gardiner Street, Durban, 
and at Johannesburg. 

Sims, Ernest Henry; 1926, A.C.A,; Headway House, 
113 Main Street, Bulawayo, S. Rhodesia. 


Personal 


Messrs Percy Cones & Co, Chartered Accountants, 
of Watford, announce with deep regret the death at 
the age of eighty-five of Mr Percy Coss, who had 
been in continuous practice and a member of the 


- Institute for sixty years. Arrangements had been 


made for the practice to be continued by Mr James C. 
HOUNSFIELD, F.c.a., of Coventry House, South Place, 


Moorgate, EC2, and this arrangement will operate ` 


forthwith. 

MESSRS BouRNER, BULLOCK, ANDREW & Co, 
Chartered Accountants, Bush Lane House, Cannon 
Street, London, EC4, announce the retirement, after 
more than fifty years’ association with the practice, 
of Mr THOMAS GEORGE PIPER, F.C.A., with effect from 
December 31st, 1955. The practice ‘will continue to 
be carried on by the rem partners and Mr 
Drone services will be rina in a consultative 
capacity. 

MR Ropert Brown, C.A., practising as Wou J. 
Younc & Brown, 157 ‘West George Street, Glasgow, 


C2, announces that, as from January rst, 1956, he- 


has assumed Mr Davip LYLE Nairn, C.A., as a part- 
ner. The firm will continue to be known as MESSRS 
WILLIAM J. Younc & Brown, Chartered Accountants. 
Messrs EVERETT, CHETTLE & Co, Chartered 
Accountants, announce that as from February 16th 
they have moved their offices from 14 Leadenhall 
Street, London, : EC3z, to 35-37 Chiswell Street, 
London, ECr. 1. Telephone: Metropolitan 8211-4. 


* placed a a firm name signifies that the firm is not 
ee elasively KEE of members of the Institute. 
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Professional Notes 


Mr A H. Cheetham, F.c.a., has been appointed 
chief finance officer of the National Coal Board 
(North-eastern Division). Mr Cheetham has been 
chief accountant of the Division since 1949, prior 
to that he was chief internal auditor of the Board. 

Mr Arthur B. Thoseby, Sea, has joined the 
board of Henry Mason ({ hipley) Ltd, sith which 

company he has long associations, and has been 
appointed chairman. 

E. S. H. Eales, A.C.A., A.M.INST.T., London 
Transport costs officer, has been appointed accounts 
officer. 

Mr W. E. Ogden, M.C., F.C.A., has been appointed 
chairman of The Delta Metal Co Ltd. 

Mr W. Jenkins Gibson, J.P., ¢.A., has been 
ap inted financial director of Mulspaugh Ltd. 

C. G. Allott, A.C.A., has been appointed a 
director of The Olympic Portland Cement Co Ltd. 

Mr D E. Webb, B.A., F.c.a., has been elected to 
the board of the Beecham Group Ltd. 

Viscount De L’Isle, ve, P.C., D.L., A.C.A., has 
joined the boards of the British Match Corporation, 
and of the Cape Town and District Gas Light and 
Coke Co. 


Scottish Transport Council 


Sir Ian Bolton, Bt, ong, H.M.L., LL.D., JP., C.A., 
President of The Institute of Chartered Accountants 
of Scotland and chairman of The Scottish Area Board 
of the British Transport Commission, has been 
appointed a member (representing the Commission) 
of the Scottish Transport Council, recently set up 
by the Minister of Transport and Civil Aviation to 
further the development of an efficient and co- 
ordinated system of public transport in Scotland. 


Death of Mr Ernest Evan Spicer, F.C.A. 


It is with great regret that we record the death on 
Monday last, February 13th, at the age of 77, of 
Mr Ernest Evan Spicer, F.c.a. Mr Spicer was senior 
partner in the London firm of Spicer & Pegler and 
was a former member of the Council of the Institute; 
he was well-known as an author. An obituary notice 
will be published in our next issue. 


Blackpool and Fylde Branch Chartered 
Accountants’ Society 


The seventh annual meeting of the Blackpool and 
Fylde Branch Chartered Accountants’ Society was 
held at The Palatine Hotel, Blackpool, on January 
30th. 

The Secretary, Mr J. D. Eckersley, a.c.a., reported 
an increase in membership from fifty-seven to sixty- 
four and he stated that an average attendance at the 
monthly luncheon meetings is now twenty-one. 

Mr Ivan G. Aspinall, J.P., F.c.a., was re-elected 
president for the ensuing year and the chairman is 
to be Mr W. G. Wearden, F.c.a. Mr Eckersley, was 
re-elected hon. secretary, and Mr J. S. Walker, 
A.C.A., Was reappointed hon. auditor. 
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24 per cent Defence Bonds: Conversion Offer 


The Treasury announce that a conversion offer will 
be made to holders of 2} per cent Defence Bonds 
purchased between May ist, and September 3oth, 
1946, and maturing between May ist and September 
goth, 1956, of which about {12 million are outstand- 
ing. These holders will be invited to exchange their 
holdings into 4 per cent Defence Bonds (Conversion 
Issue) on the tenth anniversary of the date of pur- 
chase (instead of on a fixed date thereafter, as in 
previous conversion offers). 

If they accept the offer they will be paid interest at 
2¢ per cent per annum for the period from April 1st, 
1956, to the date of exchange, and at 4 per cent per annum 
for the period from the date of exchange to September 3oth, 
1956; the maturity premium of £1 per cent will be paid on 
the date of exchange. Acceptance of the offer will not involve 
any break in the holder’s encashment rights. If the offer 
is not accepted, interest on the maturing bonds will cease 
on the tenth anniversary of the date of purchase. 

The terms of the conversion bond will be the same as those 


of the 4 per cent Defence Bonds currently on sale, except . 


that interest will be payable on April 1st and October ist, 
The full conversion terms are given in the prospectus and 
notice, which have been issued to individual holders, 
together with forms of request for conversion and forms of 
_ authority for repayment for the use of holders who do not 
accept the conversion offer. 

The list of acceptances of the conversion offer will be 
closed on March isth, 1956. 

Apart from bonds inherited from a deceased holder, the 
maximum amount of Defence Bonds which a person may 
hold, either solely or jointly with any other person; is 
£1,000 4 per cent Defence Bonds (Subscription Issue), 
£2,000 3f per cent Defence Bonds (Subscription Issue) 
and £3,500 in the aggregate of all other issues of Defence 
Bonds, riding the present issue of 4 per cent Defence 
-Bonds (Conversion Issue). 


In Parliament 
INCOME TAx: FINES FOR PARKING OFFENCES 


Mr H. Wrnson asked the Chancellor of the Ex- 
chequer to what extent the Board of Inland Revenue 
allows fines for parking offences to be included as 
business expenses for income tax purposes. 

Mr H. Brooge: Fines imposed for such breaches 
of the law are not admissible as a deduction in com- 
puting profits for tax purposes. 

Hansard, Feb. and, 1956. Oral Answers. Col, 1081. 


Double Taxation 
FEDERATION OF RHODESIA AND NYASALAND 


rhe terms of the Double Taxation Agreement 
between the United Kingdom and the Federation of 
Rhodesia and Nyasaland, which was signed on 
“November 25th, 1955, have been published in a 
Schedule to a draft Order in Council. 
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East Anglian Society of Chartered Accountants 
A residential tuition course for students will be held 
in Norwich from Monday, March sth, to Saturday, 
March roth, 1956. Students from any other area 
will be welcome to join the course. Full particulars of 
the programme and fees can be obtained from Mr 
H. Robinson, F.c.a., 4 Elm Hill, Norwich. 


The Chartered Accountant Students’ Society 

of London 

The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on ‘Some 
practical aspects of maintaining professional standards’, 
by Mr Henry A. Benson, c.8.£., F.c.A. Chairman: Mr 
P. M. Rees, M.C., F.C.A., Member of the Council of the 
Institute. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) “Taxable income’ , by Mr J. Kennedy 
Melling, A.C.A., A.T.1.L, F.R.ECON.S., and (2) ‘The law of 
agreements and damages’, by Mr A.C. Staples. 

7.0 p.m. (at Chelmsford): Demonstration and film on 
e Mechanized accounts’, by The National Cash Register 
o Ltd. 
Saturday, Badminton v. The National Provincial Bank. 


The Accountants’ Christian Fellowship 
“Time and eternity’ is the title of a film which will be 
shown at a meeting of the Accountants’ Christian 
Fellowship at 6 p.m. next Friday, February 24th, 
at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, WC2. Members, friends and 
any others who may be interested will be very wel ` 
come. After the film the annual general meeting of 
the Fellowship will be held. 


The Corporation of Secretaries 

The new headquarters of the Corporation of Secre- 
taries at Devonshire House, Devonshire Street, 
London, W1, were formally opened on February 3rd ' 
by the Rt. Hon. the Lord Mayor of London, Alderman 
Cuthbert Ackroyd. Also present were the Mayor of 
St Marylebone, Councillor C. D. Denis-Smith, J.P., 
and the Mayoress, Mrs J. Styles-Allen, and the 
Bishop of Rochester, Dr C. M. Chavasse, 0.B.E.(MIL.), 
M.C., T.D., D.D. 


Chartered Accountants’ Golfing Society 
The following fixtures of the Chartered Accountants’ 
Golfing Society have been arranged for 1956: 


April roth: Wood Cup, at Roehampton. 

April 21st: Match v. Bar Golfing Society, at Woking. 

May 5th~-6th: Annual meeting at Prince’s, Sandwich. 

May rath: Match v. Solicitors’ Golfing Society, at Ashdown 
‘orest. 

Sune 15th: Summer meeting at Beaconsfield. 

October 5th: Autumn meeting at Burhill. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND.ASSESSORS 
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Rugby Football 


At Old Deer. Park, Richmond, on January 25th, 
the London Chartered Accountant Students’ Society 
beat the Birmingham Chartered Accountant Students’ 
Society by 14 pts. to 12 pts. 

Birmingham kicked ‘off, in good conditions, but 
‘the early play was hampered by some poor handling 
on both sides. Chariton then scored for London and 
before half-time a well-supported rush by forwards 
and backs brought a try by Cranfield, which was 
converted by Hardcastle. 

the second half London allowed themselves to 

ushed back: on their heels by some determined 

GE , and penalties awarded for too many technical 
infringements lost them much ground. Three times 
Birmingham pulled up to within two points, by 
means of four penalties, two of them from long range, 


kicked by the scrum-half Harper, but tries by Ball - 


and Charlton enabled London to maintain their lead. 


London. — Hardcastle (Capt.); Ball, Marshall, Griffith, 
Charlton; Ashford, Whyte; Pomo Doak, Whyatt; Simpson, 
Beere; Thomas, Cranfield, Wort 

Birmingham. — Peat; Pye, Colter, Prosser, 
Aston, Harper; Cook, Johnston, Westwood; Hills, 
(Capt.); Matthews, Stimpson, Richards, 


Hockey 


An een match played on January 25th between 
the London Chartered Accountant Students and the 
Birmingham Chartered Accountant Students resulted: 
in a 3-1 win for Birmingham. 

G. Mayers was the first to score for Bi ham, 
and a second goal followed shortly afterwards by 
Harrison. The London forwards attacked after this 
set-back and nearly scored, but the ball was cleared 
after a rebound from the goalkeeper” s pads. Bi 


ham added a third just before half-time. 
In the second the London forwards had the 
best of the e and P. Flory scored with a hard, 


rising shot into the top of the net. Despite some 
dangerous movements by the Birmingham left wing 
and the repeated efforts of the London forwards, no 
further goals were scored. 


Lonpon XI: J. S. Kinross (Beckenham); 
cliffe (Surbiton), Captain; D. Wilson (Sou 
Cheam); Kë ko Ashton (W. Herts); A. CG "Myers 
H.A.C.); C. G. Anthony (Hornchurch); J. M. Dann 
Centymca); P. Flory (Wimbledon); 

Centymea); B. G. enderson (Burgess Hin. 

BIRMINGHAM XI: R. W. Coley (Guest Player); A. Parsons 
(Wombourne), T. R. Pepper (Walsall); C. Lunt, G. Ce 
J. M. Robotham (Captain); J. Coulter (Edgbaston); G 
Mayers (Ont Somers (Bromsgrove); M. J. Cole 
(Pickwick); C. Een (Bromsgrove). 
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Our Weekly Problem 
No. 107: Pot Lucg? 


In Mr L. U. Sidate’s large and rambling garden was a 
curious structure known as “The Bowery’. It had 
been damaged by bombs but a kindly War Damage 
Commission had built it up again, since when it had 
become a junk hole. 

Charles decided to clean it up and paint it. The 
front, which was 4 ft. longer than the side, had a large 
french window occupying half the wall space. The 
door at one end was 2 ft. 6 ins. by 7 ft. Mr Sidate 
had contributed a pot of distemper guaranteed to 
cover 215 square feet. Charles had completed all the 
walls, except the wall opposite the door, and finished 
the pot. 

Rosemary Ravel had called to admire. 

“Why not do the ceiling while you are about it?” 
she suggested. “It looks as if another pot would just 
about do that and the end wall.’ ) 

Rosemary was quite right. 

What was the height of ‘The Bowery’? 

The answer will be published next week. 


ANSWER TO No. 106: Puce Rue 


IfPi is the point where the rug is'clamped, the distance to the 
point on one wall (S) is } feet. Let SP be extended to Q, a 

point on the far side of the rug. If T is the point where the 
rug touches the same wall as S and r is the radius of the rug: 


Then ST==r— 
sp=3 


and ST'%==SP x SQ l 
From this equation r= 4 or ł 
As the latter is unreasonable the diameter of the rug i is 
7 ft. 6 ins. 


3 
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SEVENTY-FIVE YEARS AGO 

- From Oe Accountant or FEBRUARY 19TH, 1881 

Letter to the Editor entitled 
CHARTERED ACCOUNTANTS 

Sir,—I received, this morning, a post card from a 
firm of Chartered Accountants, bearing after their 
name the letters F.C.A., informing“ me that they are 
Chartered Accountants, Land and Estate Agents, 
Valuers, Surveyors, Money-Lenders and Patent 

nts. 

. Surely the Institute has power to put a stop to 
advertising of this description. If it is not in the 
Charter, it might, at any rate, -I should think, be 
provided for in the Bye Laws, which, I understand, 
are now under discussion. 


Yours truly, 
Feb. 12th. CHARTERED ACCOUNTANT. 
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ESTABLISHED 1874 
VOL. CXXXIV. NO. 4236 


CLEARER COMPANY 
ACCOUNTS 


N a recent Birmingham speech -— reproduced elsewhere 
JÈ this issue- SIR Joun BRAITHWAITE, chairman of the 

Stock Exchange, London, makes three pleas on matters 
connected with commercial company accounts which for long 
have had the active support of this journal. 

The first is the need for a common language between accountants 
and economists so that their measurements and interpretations 
of business affairs may be acceptable to each other as well as in- 
telligible to people who are neither accountants nor economists, 

Some years ago, The Institute of Chartered Accountants in 
England and Wales and the National Institute of Economic and 
Social Research set up a joint exploratory Committee to consider 
this identical question. Its report, published in 1951, indicated 
that the principal cleavage of opinion between accountants and 
economists was not on terminology but on certain fundamental 
accounting concepts such as the principles on which fixed assets 
and stocks should be valued in the present unstable monetary 
climate.t Conditions have not changed appreciably in the past five 
years but it might well be that a second approach to the problem, 
which still remains unresolved, might now be more productive. 
~ On Sm Joun’s second plea, for publication by commercial 
and industrial companies of half-yearly progress reports, there 
is much greater unanimity of thought. The advantages to be 
derived from this practice — which, we are glad to note, is steadily 
gaining ground - have often been enumerated in these columns. 
Its adoption by all companies quoted on stock exchanges would 
not only benefit accountants, bankers, economists and others 
concerned with company financial policy but might also help 
to curb irresponsible speculation. 

The third of Sir JoHN’s pleas, for better presentation and pro- 
duction of company accounts and reports, is a cause with which 
this journal is especially identified. We appreciate, in particular, 
his reference to the value of The Accountant Annual Awards. In 
return, we may safely say that while the panel of judges has never 
disclosed by what methods the winners are selected, the company 
which follows Sir JoHN’s precepts and produces a live and realistic 
form of accounts, in full compliance with the Companies Act of 
1948, yet easily understandable by its shareholders and employees, 
and by the general public, will always merit serious consideration. 
An award may not come its way in the final reckoning but it will 
have had the satisfaction of making a distinctive contribution to 


° greater clarity imthe dissemination of financial information. 


1See The Accountant of August 25th, 1951, at page I7I1. 


202 


THE ACCOUNTANT 


February 25th, 1956 


RESTRICTIVE TRADE PRACTICES BILL 


HE Restrictive Trade Practices Bill will be 

a remarkable piece of legislation if, as is 

to be expected, it becomes law. Under it 
an extensive category of restrictive trading agree- 
ments will require to be entered on a public 
register. On the initiative of a Registrar to be 
appointed, each agreement (which includes 
unenforceable arrangements) will be examined 
by a new court, the Restrictive Practices Court. 
The court will prohibit those agreements found 
to be contrary to the public interest. 

The agreements qualifying for registration 
are those between persons carrying on business 
in the United Kingdom in the production or 
supply of goods, or in the application of any 
process of manufacture to goods. ‘Goods’ in- 
cludes ships and aircraft, minerals, and animals 
(including fish). The construction of buildings 
and structures by contractors will be treated 
as the supply of goods. The agreement must 
be one under which mutual restrictions are 
accepted by the parties in respect of any of the 
following: 


(a) the prices to be charged, quoted or paid; 


(b) the other terms on which goods are to be 
supplied, etc 


(c) the quantities or daanin of the goods to 
be dealt with; 


(d) the processes of manufacture to be applied 
to goods, or the goods to which the processes 
are to be applied; 


(e) the persons to whom goods are to be 
supplied, etc. ; 


The agreement need not in terms apply restric- 
tions; it may be caught because it confers privi- 
leges or benefits on those who comply, or imposes 
obligations on those who do not, or makes a 
charge by reference to quantities. On the other 
hand, an agreement for the supply of goods 
which imposes no restrictions on goods other than 
those subject to the contract is not caught, nor is 
an agreement between partners or between 
members of a group of companies. 

If recommendations (express or implied) are 


made on behalf of a trade association to its mem-~° 


bers as to the action to be taken or not taken in 


relation to any of the five matters tabulated above, 
the Bill applies to the agreement for the constitu- 
tion of the association as if each member were 
required by it to comply with the recommenda- 
tions, even if the agreement expressly provides 
to the contrary. 

The provision for registration will not come 
into force immediately the Act is passed; it is 
contemplated that different classes of agreements 
will be brought in gradually by a series of 
orders by the Board of Trade, which will require 
to be affirmed by both Houses of Parliament. In 
compiling the register, the Registrar is given 
very wide powers of inquiry and search. For 
instance, an officer duly authorized by him may 
enter business premises and may inspect and 
take copies of, or extracts from, any documents 
found there which appear to him to be material. 
There are, of course, penalties for non-compliance 
with the provisions as to giving information. 
It will be an offence wilfully to alter, suppress or 
destroy any document which is required to be 
furnished; the maximum penalty will be two 
years’ imprisonment and a fine. It is interesting 
to observe specific provision that a member of 
the body carrying on a nationalized undertaking 
is to be under the same liability as if he were a 
director of a company. 

Where a registered agreement is considered 
by the new court, it will be presumed to be against 
the public interest unless the parties satisfy the 
court to the contrary. One of the grounds on 
which an agreement can be upheld is that the 
restriction imposed by it is necessary for the pur- 
poses of a scheme certified by the Board of 
Trade under Part XXIII of the Income Tax Act, 
1952 (rationalization of industry). 

The collective enforcement of resale price 
maintenance agreements, with its secret courts 
and stop lists will also be prohibited. Disregard of 
the prohibition will not involve criminal liability, 
but persons injured will be able to sue in tort. 
On the other hand, a person who sells goods 
subject to such an agreement will be able to en- 
force the agreement not only against his own 
buyer but against third parties who sell the goods 
below the standard price when they have notice 
of the restriction. 
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MAINTENANCE CLAIMS 


AN INCONSISTENCY 
by ARTHUR REZ, B.Com., F.A.C.C.A. 


HEN the Income Tax Act, 1945 (now 
embodied in Part X of the Income Tax 


Act, 1952), was enacted, the opportunity 
was taken to suppress or restrict the grant of 
allowances on the acquisition of capital assets, the 
cost of which is met in whole or in part out of 
sums contributed by a Government, a local or 
public authority or any person other than the 
‘Claimant. Section 332 (1), Income Tax Act, 1952, 
> provides, therefore, that, in calculating capital 
allowances, such subsidies or contributions must 
. be deducted from the cost of the asset, so that the 
allowances are limited to the net expenditure 
borne by the person who acquires it. 

However, to this rule an exception was intro- 
duced by Section 332 (2) (a). Insurance and 
similar recoveries for property damaged or 
destroyed need not be treated in this manner, so 
that the full cost of the asset constitutes the basis 
for calculating the capital allowances. This pro- 
cedure, so far as insurance moneys are concerned, 
is quite logical bearing in mind that such sums 

__ are in a sense equivalent to the proceeds of a sale 
which have been expended to replace the asset. 
This is all the more reasonable, as money re- 
covered from an insurance in these circumstances 
has to be taken into account in determining the 
balancing charge or balancing allowance on the 
destruction of the asset. 


Another Exception 
‘A further important exception is to be found 
in Section 332 (2) (6), which does not require the 
expenditure met by any other person (unless it 
is a public body) to be deducted by the claimant 
from the cost of the asset, unless the contributor 
himself is able to obtain the benefit of the capital 
‘allowances. 
_ The scheme of these provisions is, therefore, 
, to eliminate sums contributed out of public funds 
from capital expenditure qualifying for tax allow- 
ances, to obviate a double claim to allowances on 
the same expenditure in other cases, but to treat 
money recovered from insurance claims as if it 
were the proceeds of a sale. 

Similarly, the Income Tax Act, 1945, intro- 
duced the provision (now Section dort (3), Income 
Tax Act, 1952) that contributions by any govern- 

. ment or public body or any person towards the 


cost of maintenance and repair of property which 
would be included in a claim to maintenance 
relief shall be deducted from the allowable 
expenditure. Here again, there was the intention 
to deprive the claimant of any benefit arising from 
expenditure not borne by him. However, the 
proviso to Section 101r (3) modified the effect of 
this restriction by stating that. Section 332 (2) 


‘shall apply to such contributions. The conse- 


quence is that, to quote the relevant words of 
subsection (2) (a) of Section 332, 
‘any insurance moneys or other compensation 
moneys payable in respect of any asset which has 
been demolished, destroyed or put out of use’ 
need not be deducted from the cost of replacing 
such assets included in a maintenance claim. 


Town Property 

So far as claims in respect of town property are 
concerned, the possibility of benefiting from this 
provision is limited, since, generally, maintenance 
claims cover ordinary repairs and replacements 
and only in exceptional circumstances would the 
necessity arise to claim for an ‘asset which has 
been demolished, destroyed or put out of use’. 
The most likely occasion on which this would 
happen would be the total destruction of a build- 
ing, but as the replacement of the structure would 
involve the creation of a new unit of assessment 
to Schedule A, its cost could not possibly fall 
within the definition of ‘maintenance, repairs, 
insurance and management’, subject to the 
exception to be found in Section Loi (2) in 
connection with farm property. 

It is, however, possible to benefit from the fact 
that insurance recoveries need not be deducted 
from the expenditure on replacing an asset where 
an independent piece of apparatus forming part 
of the structure is the subject of a successful 
insurance claim. An instance is a burst tank or 
boiler. These are certainly assets, and their 
replacement should not be excluded from a main- 
tenance claim even if their cost is met by an 
insurance recovery. Any consequential damage 
to decorations, walls and the like, for which com- 
pensation is received, would, however, not fall 


„within the category of insurance recoveries for 


an ‘asset which has been demolished, destroyed 
or put out of use’. Of course, where plant and 
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machinery are taken into account, either by way 
of replacement or capital allowances, in main- 
tenance claims, the position is quite clear as out- 
lined at the beginning of this article. 


Farms 

It is probable that when the proviso was added 
to Section 101 (3), the expenditure envisaged by 
the draftsman was the cost of replacement of 
buildings etc. on farms, which, unlike town 
property, may be included in a maintenance 
claim. There is, however, no reason why persons 
who are not owners of farms should fail to take 
advantage of a provision, albeit limited, not 
actually intended for their benefit. 

A more debatable question arises from the 
relationship between Section or (1) and Section 
332 (2) (b), Income Tax Act, 1952, that is, 
whether there can be included in a maintenance 
claim expenditure on repairs incurred by a 
person other than the owner of the property. 
Although Section 101 (1) provides that the owner 
of land and buildings may claim only the ‘cost 
to him of maintenance, repairs, insurance and 
management’, there is the well-known concession 
whereby on the acquisition of a property the 
expenditure of the previous owner may be taken 
into account in computing the five-years’ average. 
This concession would appear to indicate that the 
Inland Revenue regard, in these limited circum- 
stances, the property itself as the basis of the 
claim and not the person who owns it. 


The Official View 


Thus it could be asserted that even if the 
owner — and this comprises any person who bears 
the Schedule A tax — does not incur the cost of 
the repairs during the period of his ownership, 
such expenditure should nevertheless qualify for 
relief. Although the Inland Revenue do not 
accept this contention — and the Royal Commis- 
sion on ‘Taxation have expressed their approval 
of the official view — the question arises as to 
when the proviso to Section 1o1 (3), bringing 
Section 332 (2) (b) into force in relation to main- 
tenance claims, can be invoked, so that expendi- 
ture by any person, except a public authority, is 
available for inclusion in the claim. 

Section 101 (3) disqualifies expenditure ‘met 
directly or indirectly ... by any person’, but the 
proviso through Section 332 (2) (4) then validates 
such outlays which are not the subject of any. 
allowances. ‘The logical deduction, therefore, is 
that the expenditure by another person should 
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not be excluded from the claim if the owner of 
the property can substantiate it. 

The report of the Royal Commission refers to 
representations for an alteration in the law so that 
repairs in such circumstances could qualify for 
relief. The Commission, however, declined to 
accept this suggestion on the ground that as the 
true rent is composed of the actual rent plus the 
liability for repairs, no inequity exists inasmuch 
as the owner bears tax only on the actual rent 
received. From this, it would appear that the 
possible wider implications of the proviso to 
Section ror (3) were then not considered. 

It is true that the context of Section 332 (2) 
would appear to limit this section to capital 
expenditure, which again gives the impression. 
that the object was to restrict its application to 
maintenance claims of farms, and only to cases 
where the claimant himself incurs the expenditure, 
which is then reimbursed by another person. But 
as this is not expressly stated and it is not at all 
certain that the Courts would read into the section 
the official interpretation, it is considered that the 
view of the Inland Revenue ought not to be ` 
accepted without question. 


Lessees’ Repairs 
There are undoubtedly innumerable instances 
of repairs being carried out by lessees of resi- 
dential property who, not paying the Schedule A 
tax, are not able to secure the. normal fiscal relief, 
while the owner likewise is deprived of any claim. 

This inconsistency becomes all the more 
glaring as the Inland Revenue could not object 
to such expenditure being included in main- 
tenance claims by a subsequent owner of the 
property who was the former lessee. 

Thus a person who, as lessee, could not 
obtain some benefit from expenditure incurred 
by him would, if he purchased the property, then 
be able to make use of the very same outlays to 
obtain relief only because of his changed status. 
This situation surely calls for an interpretation 
of the proviso to Section ror (3) which would 
encourage the owner to come to an agreement 
with the lessee to share the relief granted in respect 
of the lessee’s repairs. If such relief over five 


- years is likely to prove substantial, it may well 


constitute an element in the price which the 
lessee would be prepared to pay for the property. 

Even though ‘income tax and equity are 
strangers’, there is no reason to be quiescent 
where anachronisms of this nature exist, par- 
ticularly when ¢o-operation between landlord and 
tenant may enable them to make profitable use 
of Section 332 (2) (6), Income Tax Act, 1952. 


~~ 


_ joint plea, was for simplification 
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IMPROVEMENT IN COMPANY REPORTING 


Need for Interim and more Informative Reports and Accounts 


by SIR JOHN BRAITHWAITE 
Chairman of the Stock Exchange, London 


to the Birmingham Stock Exchange, with which 

we in London have the closest and most 
cordial relations, and which, together with the other 
great cities of Great Britain, is bound up with 
London into a network or grid which the great 
business of the country in stocks and shares may tap 
at any point and may flow from 
thence to the best market at 
that particular moment for that 
particular transaction. 

I feel that it would be un- 
grateful if I did not refer also 
to a compliment paid to me by 
the Birmingham Post, when, last 
October, they took up a point 
I had made at the bankers’ and 
merchants’ dinner at the Mansion 
House, and developed it in two 
quite admirable articles. 


| CANNOT speak in your city without a reference 


+ 
+> 
iy 
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Plea for Simplification of 
Terms and Phrases 


My plea, or now, rather, our 


and uniformity in the terms and 
phrases in which we discuss the 
economics and the accountancy 
of our national and our business 
affairs. 

I make no apology for speak- 
ing of it again today, for it is one 
of those things which need say- 
ing over and over again and in 
different ways and Ge different voices, before any 
practical result is likely to issue. 

Our economists and statisticians perform a first- 
class service. That they do not always point us in 
the same direction is hardly to be wondered at. 
If they did, our problems would be easier of solution 
than in fact they are. But it is most desirable that 
they should if possible avoid developing a language 
of their own, but should realize that a very large 
part of the value of their work is taken away if what 
they speak and write cannot be understood by the 
ordinary man. 

And our accountancy bodies stand above criticism, 
for their technical ability and their standards of 
integrity; but I believe they would render a great 
service if they could by some means standardize the 
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Sir Jobn Braithwaite 


meaning of the terms they have to use; for example, 
if a common understanding could be reached and 
established as to what profits are- what is their 
nature; how are they produced; what are the principles 
of accountancy that should govern their calculation; 
and if statistics with regard to them could be estab- 
lished with authority, so that they would be generally 
accepted. 


More Frequent Statements 


Just over a year ago, in address- 
ing the London branch of the 
Chartered Institute of Secre- 
taries, I said a few words as to 
the desirability, where it is both 
reasonably possible and appro- 
priate, of more frequent state- 
ments by boards of directors to 
their shareholders. I suggested 
half-yearly interim progress re- 
ports - a term that allows great 
elasticity in interpretation. 

There were.already then a few 
companies that were doing this 
and quite a number more have 
joined them during the past year. 

I speak of it again today be- 
cause I believe it is a practice that 
might well become more wide- 
spread among the five thousand 
or so companies whose securities 
we quote on the Stock Exchange; 
and because I believe that the 
liberal and democratic and soci- 
ally conscious capitalism — the system of joint stack 
enterprise — that stands virtually unchallenged, after 
the measure of nationalization that we have had, as 
the best and probably the only way in which we can 
carry on the vast bulk of our industry and commerce. 
I believe that that system of joint stock enterprise, 
like everything else around us, is passing into a new 
era to which it must adapt itself. 

If we believe, as I certainly do, that the re- 
distribution of wealth that has already gone so far 
ought to produce a new property-owning and invest- 
ment-owning society, then I think that boards of 
directors must look afresh and with a new vision at 
their relations with and their obligations to their 
fellow stockholders — and particularly those that we 
may call the risk stockholders- who have elected 
them to serve the interests of the whole corporate body. 

In speaking of this matter before, and J emphasize 
it again now, I said that I realized to the full the 
almost infinite diversity of industry, and of the 
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circumstances in which companies find themselves. 
It needs little imagination to conceive cases in which 
a half-yearly progress report might be misleading 
rather than helpful; but nevertheless, if the desira- 
bility of it is recognized, I believe that there will be 
a high proportion of companies who will find that 
there are matters that they can usefully and properly 
and rightly communicate to their shareholders more 
often than once a year. 

I said, at the same time, a very few words about 
the quality and presentment of company reports and 
accounts, and I want to enlarge a little on that today. 
. The form of reports and accounts may seem a very 
small matter. It may be held that so long as they 
contain the statutory information that is required it 
matters little how much is added to that, or how the 
documents are printed and presented. . 

If joint stock enterprise is indeed passing, as- I 
have suggested, into a new era, then I believe we 
might have another look at this matter. 

We have begun already to move, and there is now 
quite a large number of companies whose reports and 
accounts are brilliantly produced and which leave 
little or nothing to be desired. I know of one which 
has even gone so far as to include an admirable 
article in the simplest possible language, explaining 
the balance sheet and the business facts behind it, 
illustrated with humorous sketches. 


Praise for The Accountant Annual Awards 


The movement towards better presentment and pro- 
duction has, I am sure, been encouraged by the 
competition organized — now in its third year — and 
the awards offered by The Accountant. This journal 
deserves high praise for the lead given in this matter, 
following, as it does, in the footsteps of the Financial 
World in New York which awards annually gold, silver 
and bronze “Oscars’ for the best annual report in each 
of approximately a hundred different industries. In this 
country last year the reports of some five hundred 
companies were entered for judgment by the panel, 
ER over by Mr Montagu Gedge, Q.c., appointed 
y The Accountant to make their awards. 

If it should be asked: What value attaches to 
reports and accounts— what objects they should 
have in view beyond complying with the require- 
ments of the Companies Act? these are the answers I 
should make. : 

Firstly, of course, as we have said, to give the 
shareholders the information to which they are 
entitled; but to give it to them in the clearest possible 
form so that it can be understood quite easily by the 
average non-professional shareholder; and beyond 
that to give them more than is often customary in 
the way of information about the company’s activi- 
ties and progress and plans, in such a way as to make 
them interested in their company (American reports 
sometimes speak of- their members as ‘owners’, not 
shareholders), and so as to make them feel they are 
really members, and part of an organization — 
members of a club — of a body of persons who have 


THE ACCOUNTANT 


February 25th, 1956 


clubbed together to carry on this or that enterprise. 
Secondly, reports should be designed to give to 
the employees also the same full picture of the 
company’s activities, and should show — perhaps in 
graphic form, as some British reports already do- 
how, and in what proportions the gross takings are 
absorbed by wages and salaries, expenses, advertising, 
taxation, dividends and so on. Some American 
reports are addressed to both stockholders and 
employees; and in a few cases to customers also. 
A third angle, which is certainly recognized in 
America, is that good and attractively-presented 
reports have a definite advertising value, and 
specialists are often employed to help with design 
and preparation. Reports are sent not only‘ to stock- 
holders, but to professional men and women and to 
men’s and women’s clubs, school teachers and youth 


organizations. 


Company Reports should be Attractive 


Company reports should, I think, always be attractive 
to look at and to handle- good paper, good and 
imaginative printing; often illustrated and with ` 
diagrams; often using colour. . 

Needless to say, the precise form of report will 
vary considerably according to what is appropriate 
in each individual case; but the underlying idea 
should always be the same — to bring new life and 
more reality into what I may call the ownership side of 
joint stock enterprise. 

Like so many other good things in this country 
joint stock enterprise does not advertise itself. It takes 
itself -and expects to be taken — for granted, as some- 
thing that everybody knows about and understands. 

We live now in an age when nothing is taken for 
granted, but must be tested afresh and re-examined, 
and this is good and healthy. 

Joint stock enterprise will stand any amount of 
testing and re-examination. It is the foundation 
upon which the industry and commerce of this 
country is built. 

We want to see, and we need to see, a great 
expansion of interest in joint stock investment; we 
want to see the number of private shareholders — 
that is, of private owners of industry — at , least 
doubled; and these new owners will, almost of 
necessity, be small investors coming mainly from the 
employee classes who now have an ability to save 
that they never possessed before, if they can be 
turned and attracted to investment in industry. 

Joint stock enterprise should not hide its light 
under a bushel, but those who believe in it, and the 
Government first of all, should rather shout its 
merits from the housetops. It is the system that has 
made this country the great industrial nation that it is. 
It is the way of freedom. It is the way that offers to 
every man of any degree of ability and energy, the 
opportunity to succeed and to excel and to gain, b 


e hard work of hand or brain, the betterment for himse 


and his children, and their children, that everyone 
should desire. 
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TRUSTS AND TAXATION-II 


Tax Aspects of Variation and Termination of Settlements 
by J. A. BRIGHTMAN, B.A. 


Infant Reversioners 


. Y T may well be that some of the reversioners are 
[ives Suppose that there is a life-tenant of a 
fund, and SE are three children aged 19, 20 and 
21 who are entitled in reversion. There will be some 
difficulty in dealing with the entire trust fund 
because the infants cannot enter into an irrevocable 
assignment of their reversionary interests. In some 
cases the Court can sanction the sale of the infant’s 
| reversionary interest under Section 53 of the Trustee 
Act, 1925. Alternatively, and more commonly, the 
life-tenant will in the first instance deal with only 
one-third of the trust fund, namely, the proportion 
which can be assigned to him by his adult child. 
De may buy the other two-thirds as and when the 
children attain full age. 

The life-tenant cannot surmount the problem by 
exercising his power of appointment in favour of 
his adult child, so as to purchase the whole reversion 
from the one child. Such an appointment would be 

~ void in nine cases out of ten. 

It is a safe working rule that a special power of 
appointment can never be validly exercised in order 
to facilitate a transaction under which a life-tenant is 
proposing to purchase a reversionary interest. The 
--- power, if it exists, must be released so as to crystallize 


the interests of those who are entitled in default of 


appointment. A person is not at liberty to exercise 
a special power of appointment to benefit himself, 
, but he is entitled to preclude himself from exercising 
the power by releasing it, notwithstanding that his 
' purpose in doing so is to benefit himself. 


Deceased Reversioner 


A common type of case is where property has been 
settled on a person for life, then to his issue as he 
appoints, and in default of appointment to his 
children who attain the age of twenty-one; one of 
, the children attained the age of twenty-one and died — 
perhaps killed in the last war. The life-tenant 
wishes to break the settlement, but does not wish 
: to give a share of the purchase price to the estate 
of the deceased child. It is distally not open to the 
life-tenant to make an appointment in favour of 
the two surviving children and to buy the whole 
reversion from them, because that would be breakin 

the rule that a person must not exercise a speci 

power of appointment in order to benefit himself. 
If the life-tenant merely releases his power of 
appointment, the estate of the deceased child will 
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be entitled to a share in default of appointment, If 
the life-tenant buys that reversionary share, the 
purchase price paid to the estate of the deceased 
child will bear estate duty on the death of that child. 

The best course is for the surviving children to 
approach the personal representatives of the deceased 
child and say: ‘Will you sell us your interest in default 
of appointment? If you don’t sell it to us, you can 
be certain that the estate will receive nothing because 
the life-tenant is not likely to leave this power 
unexercised if the settlement remains on foot.’ If 
this is true, the personal representatives will be 
advised to sell for a nominal sum. If the personal 
representatives sell their interest in default of 
appointment to the surviving children, the life- 
tenant can release his power of appointment and the 
whole purchase price of the reversion will pass to 
the surviving children. 


Protective and Discretionary Trusts 
Sometimes the interest of the tenant for life is subject 
to ‘protective trusts’ under Section 33 of the Trustee 
Act, 1925. This is a trust under which the income is 

ayable to a person during his life until such time as 
he attempts to assign it. As soon as he attempts to 
assign it, his life interest determines. Discretionary 
trusts then arise in favour of the life-tenant, his 
present and any future wife and his issue to any 
degree. 

Protective trusts are not, by themselves, any bar 
to the saving estate duty by the purchase of the 
reversion. So long as the life-tenant has a free estate 
which can provide the purchase money, he can still 
increase his free estate and reduce his aggregable 
estate by buying the reversion. ‘There is exactly the 
same estate duty advantage to be gained as in the 
case where the life interest is absolute. But where 
the life-tenant is restrained from dealing with the life 
interest he cannot, except in very special cases, 
require the trustees to hand over the trust fund to 
him after he has bought the reversion. The life 
interest does not belong to him absolutely and 
therefore the trust fund has to be left in the hands. 


of the trustees. 


The same estate duty advantage is available where 
a trust fund is settled during the life of X. on dis- 
cretionary trusts for the benefit of X. and others. 
This type of case equally well lends itself to the 
saving of estate duty provided only that X. has the 
free resources available to buy the reversion. 

It will be appreciated why estate duty is saved in 
these cases. When a person expends {50,000 out of 
his free money in buying the reversion to a fund 
which passes on his death, he is divesting himself 
of an asset which attracts estate duty, i.e. the purchase 
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money of the reversion, and he is buying an asset 
which attracts no estate duty, namely, the reversion. 


I say it attracts no estate duty, because the trust fund. 


is already dutiable on the death of the life-tenant, 
and the mere fact of his acquiring a further interest 
in the trust fund does not increase the duty liability. 

There are occasions where it is possible to break 
up a settlement completely and pay out capital to a 
person although he has only a protected life interest 
or even if he is only the object of a discretionary 
trust. Before the decision of the House of Lords in the 
case of Chapman v. Chapman (33 ATC 84; [1954] 
A.C. 429) it was common to apply to the High Court 
and have such settlements terminated on the basis of 
a division of the trust fund between ali the bene- 
ficiaries. The Hoyse of Lords has now decided that 
the High Court had been exceeding its jurisdiction. 
Consequently, you cannot now go to the Court to 
break a settlement under which protective or discre- 
tionary trusts arise. But that is not necessarily a matter 
for despair. Even in the case of protective trusts 
there are special cases in which it is possible to 
terminate a settlement out of Court, e.g. where the 
class of beneficiaries entitled in the event of a forfeiture 
of the life interest is closed, or almost closed, and any 
possible liability of the trustees can be covered by an 
indemnity policy. This is a very difficult and tech- 
nical subject. I would rather leave the point there, 
and say that in most cases of protective and dis- 
cretionery trusts it is not possible to pay out capital, 
but there are certain special cases in which it is 
possible to distribute. 


Release of Life Interest 

The termination of a settlement by the release of a 
life interest calls for no comment. The principles 
involved are commonplace and universally known. 
They are summed up in the simple proposition that 
unless the life interest is in reversion at the moment 
it is released, a five-year period arises under Section 
43 of the Finance Act, 1940 (reprinted as amended 
in the Seventh Schedule to the Finance Act, 1950). 

My only excuse for introducing this topic is to 
remind you that the existence of a protected life 
interest is not necessarily a bar to this old-established 
method of saving estate duty. The protected life- 
tenant cannot assign his life interest and therefore 
cannot release it in the ordinary sense of the term. 
But if the settlement is a post-1925 settlement of 
personalty, the trustees will have a statutory power 
of advancement under Section 32 of the Trustee 
Act, 1925. By exercising this power they will be 
able, with the consent of the life-tenant, to accelerate 
the reversion in many cases and thus extinguish the 
life interest. Estate duty will be avoided if the life- 
tenant survives the advance by five years. 


Exempted Trust Fund 
There is one case where it is not advantageous to 
bring a settlement to an end by buying the reversion. 
This is the case where the life-tenant is the surviving 
spouse and the trust fund is accordingly franked for 
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duty on the death of the life-tenant. If the life-tenant . 
bought the reversioner’s interest, there would be an 
estate duty disadvantage. 

Take the hypothetical case of a widow with a free 
estate of £100,000, and a settled estate of £100,000, 
-the settled estate having borne duty on the death 
of her husband. The prospective rate of duty is 
45 per cent, payable on the free estate only. If the 
widow buys the reversion in the settled fund (which 
is free of duty) for, say, £75,000, her free estate 
will be increased to £125,000, i.e. £100,000 trust 
fund, plus the residue of her original free estate, 
and the rate of duty is increased to eo per cent. 
The total property available to the family as a 
whole at the death of the life-tenant (if capital is 
not spent) will therefore be £137,500 net, i.e. 50 per 
cent of {125,000 (the widow’s free estate) plus 
£75,000 purchase price paid to the reversioner, a 
total of {137,500 instead of £55,000 net free estate 
and {100,000 trust fund. free of duty, a total of 
£155,000. The net loss will therefore be £17,500 
plus costs, instead of a profit of £35,000 in the 
example originally given. 


Annuities 


Annuities sometimes lend themselves to treatment so 
as to achieve an estate duty advantage. 

Imagine a fund of {100,000 producing £5,000 a 
year. Imagine this is settled in trust to pay an 
annuity of £2,500 to X. for life, and subject thereto 
the remainder of the income is payable to Y. for 
life and after Y.’s death the trust fund goes to Z. 
absolutely, subject to the annuity if X. is still living. ` 
If Y., the life-tenant, dies in the lifetime of the 
annuitant X., the whole trust fund will be dutiable 
jess only the actuarial value of X.’s annuity. The 
ee value may not be very much. There is 
no deduction in respect of the slice required to 
produce the annuity (Re Longbourne (31 A.T.C. 438)). 
The remedy is for X., Y. and Z. to agree that X. 
shall take in future, not merely an annuity of £2,500, 
but the income of a moiety (or other appropriate 
fraction) of the trust fund, and release the remaining 
part of the trust fund from the annuity. At the end 
of five years, assuming that Y., the life-tenant, lives 
so long, duty will have been saved on the life-tenant’s 


. death on half the trust fund. All that will pass on 


his death will be the fund in which the life-tenant’s 
life interest then subsists, namely, a moiety of the 
trust fund. 

In the case of land, one sometimes finds that X. 
has a rent-charge during the joint lives of himself 
and Y., and subject thereto the income Ze payable 
to Y. during his life with remainder after the death 
of Y. to X. absolutely or for life. Estates are often 
found to be settled in this manner. When X. succeeds 
to the property on the death of Y., he succeeds to 
the extent of the annuity to something which he 


„already possesses, Nevertheless, as the law stands, 


there will be no deduction whatever on the death 
of Y. for the slice required to produce X.’s rent- 


rt er NE NAN, 


February 25th, 1956 


charge (Re Lambton (31 A.T.C. 300)). If, however, 
X. and Y. agree that X. shall in future receive the 
income of a definite proportion of the trust estate 
in place of his annuity, estate duty can be saved on 
Y.’s death in respect of that proportion of the 
trust estate. 

Another case where there is a ready saving of 
duty is based on the decision in Re Bett (30 A.T.C. 
326). Imagine that the residuary estate of a testator 
is held on trust to pay an carat and that subject 
thereto it goes to the children of the testator. 

On the death of the annuitant (if the annuitant 
is not the surviving spouse), estate duty will be 
payable on the slice of the estate required to pro- 
duce the annuity. This can be avoided. The annuitant 
and the testator’s children agree with the trustees that 
the trustees shall buy in their names an annuity for 
the life of the annuitant from an insurance company. 
The annuitant agrees to release all the remainder of 
the residuary estate from his annuity, so that the 
purchased annuity is the sole security. When the 
annuitant dies, there is no estate duty claim. The 
only property left charged with the annuity given 
by the will was the annuity purchased from the 
insurance company. That annuity ceases to exist on 


the death of the annuitant. There is a saving of duty, - 


and there is no five-years’ period applicable. Instead 
of buying the annuity from an insurance company, 
the residuary legatees can covenant personally to pay 
a like annuity to the trustees. That was, in fact, the 
Bett case. 


Settlements of Land 


This part of my address deals with the big landed 


estate. It is usually subject to what is called a strict 
settlement, i.e. the land is settled upon trust for X. 
during his life and after his death to his sons suc- 
cessively in tail male. 

Here is a word of warning. If the tenant in tail 
in remainder is a child who is under the age of 
twenty-one, there is a danger in the life-tenant’s 
releasing his life interest. The result of the release 
is to put the tenant in tail in possession. Although 
the tenant in tail in possession is an infant, the estate 
will nevertheless pass for estate duty purposes on his 
death, by reason of the definition of ‘competent to 
dispose’ in Section 22 of the Finance Act, 1894. 

Suppose that X. is tenant for life and the pines 
devolves at his death on his sons successively in tail. 
If he surrenders his life interest to his child, aged 
fine, that son might die in infancy and the whole 
property will pass for duty purposes. The next child, 
aged four, becomes the tenant in tail. It may be a 
remote chance but he also may die in infancy and 
then there will be another estate duty claim. Then 
the life-tenant might have a child who dies the day 
after he is born. During the day that he lives he has 
a vested interest in possession, and the whole 
property passes for estate duty purposes. Though the 

isk may be remote and such a succession of mis- 
fortunes unlikely, it should be borne in mind that 
the surrender of a life interest, so as to put the 
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tenant in tail in possession, does expose the trust 
estate to a risk which would not have existed had the 
surrender not been made. The like problem is 
unlikely to arise in the case of a personalty settle- 
ment, because a beneficiary’s interest is probably 
contingent upon attaining twenty-one or marrying, 
and there will be no duty claim if he dies before his. 
interest vests. 


Void Resettlements 

The only other practical point I wanted to men- 
tion is this: for generations it was the practice to 
resettle a landed estate as soon as the eldest son 
attained twenty-one. As an example, let us take the 
Marquis of Blank. He is the life-tenant of an 
estate and the property at his death goes to his 
eldest son the viscount in tail. As soon as the eldest 
son attains twenty-one, the marquis, and the 
viscount would normally resettle the property. In 
most cases they reserved to themselves a joint general 
power of appointment, and subject thereto the 
estates were settled on the marquis for life, and after 
his death to the viscount fer life, and then to the 
viscount’s sons successively in tail. They reserved 
this general power of appointment to themselves 
so that in due course they could tie another knot in 
the family settlement. As soon as the viscount 
married and himself begat a child, the marquis 
and viscount would make an appointment under 
their general power of appointment. By this appoint- 
ment they would cut down the estate tail of the 
newly-born son of the viscount to a life interest, 
with remainder to Afs sons in tail, and thus tie up the 
estate for another generation. That was the almost 
universal practice in the case of the big settled 
estates throughout the country. <... 

Now, fortunately in view of the fiscal difficulties 
of the present day, it has -bten .recently decided 
(Re Churston ([1954] Ch. 334)) that an appointment 
by the marquis and the viscount in such circum- 
stances, ‘purporting to cut down the interest of the 
viscount’s son from an entailed interest to a life 
interest, is void, as infringing the rule against re- 
moteness of limitations. The consequence is that the 
estate tail of the viscount’s son remains intact and 
unafiected. In the result there are proving to be 
many cases today in which a person thinks he is only 
a life-tenant of land, but is really a tenant in tail and 
at liberty to make the estate his own. 

You may think that that is a very involved matter 
to bring to your notice because, you may say, it 
requires the perusal of a number of legal documents 
to see what has been done. This is not so. You can 
spot the point without ever seeing a single settle- 
ment or appointment. All you need to know is when 
your client was born and the date of the settlement. 
If your client was born after the date of the settle- 
ment you can be pretty certain that the point is 
there, and he is probably tenant in tail. Once the 

“point has been found, there is almost unlimited 
opportunity for rearranging matters so as to secure 
estate duty and taxation advantages. 
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WEEKLY NOTES 


Cost Accountants’ Examinations 


In the December 1955 examinations of The Institute 
of Cost and Works Accountants a total of 1,342 
candidates sat for the whole or part of the Final 
examination. Of these, 232 passed the complete 
examination, 72 passed Part A only and 174 passed 
Part B only. 

Mr John Charles Gibbons, of Birmingham, 
gained first place and has been awarded the S. 
Lawrence Gill Prize. The Donald L. Moran Prize 
for management — factory and distribution — has been 
awarded to Mr Geoffrey Pullen, of Bath, and the 
Leverhulme Prize for cost accountancy to Mr 
Michael Henley Jenner, of Crawley, Sussex. 

In the Intermediate examination there were 2,121 
candidates, of whom 76 passed Parts I and II, 435 
passed Part I only, 213 passed Part II only. The 
George Russell Memorial Prize for first place was won 
by Mr Noel Paul Esprey,of Germiston, South Africa. 

The names of the successful candidates who 


completed the Final examination appear, together_ 


with a summary of the results, elsewhere in this 
issue. 
Sugar Board Audit 

In a recent debate on the Committee stage of the 
Sugar Bill, now before Parliament, Mr John Howard, 
F.C.A, Member of Parliament for Southampton, 
Test, put forward an amendment that the accounts 
of the proposed Sugar Board should be audited by 
professional auditors-to be appointed by the 


Minister of Agriculture, Fisheries and Food — who - 


are members of otie of the five statutory bodies men- 
tioned in Section ër of the Companies Act of 1948. 
Mr Howard gave examples of similar provisions 
which had been incorporated in other statutes rang- 
ing, in point of time, from the Herring Act of 1935 
to the Television Act of 1954. In the discussion 
which followed, members expressed some concern 
that such an amendment might detract from ‘general 
and important rights’ of the Comptroller and Auditor- 
General. It was pointed out that as the accounts of 
the Board would be subject to the scrutiny of the 
Public Accounts Committee, it was more appropriate 
that they should come under the domestic surveil- 
lance of the Comptroller and Auditor-General’s 
department. After further debate, the Joint Parlia- 
mentary Secretary to the Ministry of Agriculture, 
Fisheries and Food, Mr Harmar Nicholls, informed 
the members of the committee that the Comptroller 
and Auditor-General would be required automatically 
to audit in another capacity the surcharge collected 
from the new Board by the Commissioners of Customs 
and Excise and that the normal audit of the Board — 


7... if we find acceptable words, will be carried out 


by the type of outside body which we have discussed’. « 


This solution seemed to satisfy everyone and Mr 
Howard withdrew his amendment. 


Double Taxation Relief 


A most welcome document has been published by the 
Board of Inland Revenue, in the form of a thirty-one 
page booklet of explanatory notes (No. 420) on 
double taxation relief. The booklet takes the reader 
through the whole subject in simple lucid language, 
reinforced by simple arithmetical examples, so that 
at the end the reader feels he has a comprehensive 
grasp of the main principles. Admittedly, examples 
which arise in practice are usually much more 
complicated, but a thorough understanding of the 
principles, which this booklet gives, should greatly 
lighten the task of all those who have to compute 
double tax relief. 

The decision to publish the booklet could have 
arisen entirely from enlightened self-interest, for the 
more people who are.able to submit their own com- 
putations of relief, the less work the Revenue will be 
involved in. However, another factor is the report 
of the Royal Commission which mentioned the 
suggestion of a witness that the Revenue should 
issue a descriptive pamphlet about the system of 
double taxation relief. The report expressed pleasure 
at the intimation that the Revenue regarded the 
subject as deserving of early attention. (Cmd. 9474, 
paragraph 752.) 

The new booklet is being issued automatically to 
practising accountants. Further copies can be 
obtained from the Inland Revenue. 


Bank Rate and Capital Investment 


Mr Macmillan’s measures to deal with the economic 
situation are a judicious mixture of the economically 
desirable and the politically possible, with the 
emphasis somewhat on the latter. The decision to 
raise Bank rate by 1 per cent is intended as a gesture 
to show that the Government intends to press ahead 
with monetary restriction but that it does not con- 
sider the situation to be acutely critical. It would 
have taken an increase of 14 per cent to give that 
impression. From the capital investment point of 
view, the investment allowances have been discon- 
tinued and initial allowances restored. A critical 
attitude is to be adopted towards new issues by the 
Capital Issues Committee. The capital programmes of 
the nationalized industries are to be cut by £50 million 
in the fiscal year 1956-57. Local authority projects 
are to be curtailed and Government direct spending 
is to be reduced by over £20 million in the fiscal 
year 1956-1957. The consumer is to be made to pay 
more for bread and milk (the subsidies being cut by 
£38 million) in an effort to curb the public’s spending. 
On the capital side the only exceptions which will be 
allowed to rank for the investment allowances are 
ship-building anf scientific research. 

Sterling has been stronger since these measures 
were announced last week and it is possible that the 
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medicine may be strong enough to curb inflation. 
It is quite apparent, however, that the brunt of the 
cuts is being borne by capital investment. It is not 
possible to say what the cuts in private capital outlay 
will be, following these measures, but when one looks 
closer at the {£50 million to be found from the 
nationalized industries, it is apparent that £22 
million of it comes from the British Transport Com- 
mission — 3 cut which is equal to the anticipated 
economies in direct Government spending. Within 
the B.T.C. the railways will be the worst affected 
but it is quite clear that the improvement of the 
country’s transport system in general is being post- 
poned as a major gesture towards economy. With the 
present state of the roads and railways it is an 
exceedingly expensive gesture. 

: The cut in the food subsidies is not likely to 
improve the temper of trade union representatives at 
wage negotiations this spring. The Government has 
provided unions with fresh ammunition on the cost- 


of-living argument and it is not likely that the’ 


Chancellor’s prescription improves the chances of 
stopping the wages spiral from a further upward 
twist. It is becoming increasingly clear that there is 
no alternative to increasing the incentive to save if 
inflation is to be successfully combated. Higher 
spending, rather than higher wages, is the main 
cause of the trouble and the situation calls for a 
widespread and whole-hearted effort to increase the 
savings of private individuals to reduce the pressure 
on consumer goods. 


Sc Wages of Miners and Engineers 


Last week 350,000 coal miners were offered an 8 per 
cent wage increase and the National Union of Mine- 
workers accepted the award. When allowance is 
made for the consequential changes in piece-rates 
for face workers, the total bill is likely to come to 
£25 million a year, or 2s 8d per ton of coal produced. 
The other claims of the Union such as to merge the 
_ five-day-week bonus in the shift rate, a third week’s 

holiday with pay, sick pay and a shorter working 
day have been deferred for later consideration. A 
joint statement a ter the final discussions calls upon 
everybody in the industry to concentrate on improv- 
ing production and efficiency. Apparently, the 
impression is to be given that everyone in the industry 
will now ‘live happily ever after’ in the best romantic 
tradition. We shall see. 

It would be expected that a wage award of this 
size in the coal industry would set something of a 
standard for the other major pay claims now pending. 
The negotiations in the engineering industry, how- 
ever, have not gone so smoothly. Last week the 
engineering unions turned down an offer of a 7 per 
cent wage increase from the employers’ federation. 
It will be recalled that the unions had asked for 15 per 
cent, though there had clearly been some disagree- 
ment among themselves in going abeve (o per cent. 
Since the engineering industry has greater difficulty 
in passing on higher wage costs to its customers, 
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especially in the export market, than has the coal 
industry, it is not surprising that their offer should 
have been slightly less. It was no less surprising that 
the unions turned the offer down. It is possible, by 
putting a more favourable interpretation on the cost- 
of-living figures and the increase in productivity in 
the engineering industry over the last twelve months, 
to argue for a 9 or Io per cent increase, and it is 
probably a settlement of this kind which would be 
acceptable to the unions. 


Commercial Development of the Atom 
Last week it was announced that the first privately 
designed and owned nuclear reactor furnace was to 
be erected in this country. It is being constructed by 
the A.E.I./John Thompson Nuclear Energy Group 
for Associated Electrical Industries laboratories at 
Aldermaston. This reactor has certain advantages of 
simplicity and versatility which will enable it to be 
used not only for research in engineering purposes 
but also for training. Constructional work is to start 
in June and the reactor is expected to be in operation 
by the end of next year. The,reactor will be used by 
all the companies in the A.E.I. group and it will 
also be made available to a number of universities, 
technical colleges and research institutions. The fuel 
element will be provided by the Atomic Energy 
Authority. 

In this connection it is of interest that the Authority 
announced on the same day that as soon as a British 
manufacturer has an order for a reactor, it may be 
assumed that the fuel element will be made available. 
In other words, as the export drive in nuclear re- 
actors develops, those British concerns going into 
the field can be assured that they will not be hindered 
by a lack of atomic fuel. 

A British and an American company have mean- 
while agreed to work together in designing and 
building nuclear power plants in the Commonwealth 
and other countries. They have been given permis- 
sion to do this following long negotiations with the 
United States Atomic Energy Commission and the 
United Kingdom Atomic Energy Authority. It 
seems probable that the American company will 
design and supply the reactors and their components 
while the rest of the station will be the main concern 
of the British company. There have already been 
meetings between the British company and the South 
African Government with the idea of installing 
power plants, based on atomic energy which would 
be produced from the natural uranium in South 
Africa, so overcoming the difficulty of hauling coal 
and oil over long distances. 


Survey of Young Workers 
It is one of the luxuries of an older generation to 
criticize the irresponsibility of the generation which 
follows it. There has been particularly strong 
criticism of young workers by their seniors in the 
last few years, and an interesting report has been 
published by the London County Council of its 


youth employment service. The report covers the 


212 


three years up to July 31st, 1955, and in that time 
nearly 131,000 young people between fifteen and 
eighteen years of age were found employment. The 
report comments on the strong competition which 
exists today for young workers. 

Opinion about the quality of recruits varied con- 
siderably. There was a good deal said by employers 
about poor speech and bearing and the standard of 
English and arithmetic. The report pointed out, 
however, that those who were most satisfied with the 
quality of their intake were those with good training 
schemes in operation and with a high sense of re- 
sponsibility for young workers. It is doubtless a 
controversial point as to whether these schemes were 
trying to improve on basically good material or 
whether they have been a despairing effort to get 
an adequate return out of a high wages bill. For both 
boys and girls the most popular employment in this 
three-year period was in the distributive trades 
which indicates what would be expected, namely, 
that young people have gone where the wages were 
good even it the hours were less attractive. 

For trade and industfy, the problem of high wages 
for indifferent junior material is a long-term one. It 
raises a host of problems for the next twenty or 
thirty years. Some of these are already becoming 
apparent. There is a noticeable unwillingness of 
young boys in particular to learn a skilled trade at a 
time when the country urgently requires skilled men. 
Another problem which is already apparent is the 
difficulty of raising the wages or salaries of juniors 
fast enough to provide an incentive which will carry 
them through to middle age. If an office boy today 
in the City of London can start with £3 10s od a 
week at fifteen years of age, what level of salary will 
make him an efficient, loyal worker when he is fifty? 
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Statement on Defence 1956 

This year’s Defence White Paper! covers many 
aspects of defence and foreign relations including 
strategy, recruitment for the Forces, home defence, 
Commonwealth and international co-operation, and 
disarmament. Of more particular concern to account- 
ants and the business community are the economic 
issues which are discussed at some length. The White 
Paper recognizes that economic strength has its part 
to play in resisting aggression, and accepts the con- 
clusion that the burden of defence cannot be allowed 
to rise to a level which would endanger our economic 
future. It also recognizes that a high level of defence 
expenditure has implications other than purely 
financial ones. It absorbs resources of man-power, 
materials and productive capacity which could other- 
wise be used for the production of exports, or the re- 
equipment of home industry. The maintenance of 
British forces overseas involves a heavy direct charge 
on the balance of payments. 

Defence expenditure for 1956-57 is estimated at 
£1,550 million, a little higher than the estimate for 
last year against which there were certain: production 
shortfalls. Although the White Paper does not deal 
with this point it is of interest to note that the esti- 
mated defence expenditure for 1956-57 represents 
about one-eleventh of the expected gross national 
product for 1956. It equals one-third of the revenue 
raised from taxation in the current year. Defence 
production and research, at £613 million, will absorb 
about one-fourteenth of the output of manufacturing 
industry but its impact on the engineering and metal- 
using industries will of course be much greater. 
Roughly one-eighth of the output of these industries 
is for defence purposes. 


1 Cmd. 9691. H.M.S.O. Price 1s 3d net. 


FINANCE AND COMMERCE 


Raising of Bank rate to 54 per cent and the introduc- 
tion by Mr Macmillan of fresh economic measures 
has provided the stock-market with a major task of 
readjustment. Although. this process has now been 
largely completed, the private investor still shows 
little inclination to test the new basis to any extent. 


United Steel 


From the recent series of accounts of denationalized 
steel companies, we reprint this week those of the 
United Steel Companies Ltd. The form in which 
these accounts are presented (we quote from the 
report) ‘is designed to show in single column of 
figures how the capital is employed and the disposal 
of the excess of income over expenditure. In both 
cases, notes and schedules show the make-up of the 
figures. It is hoped that this form will be regarded as 
making for greater’ clarity’. The result is a good 
illustration of the “notes and schedules’ method of 
presentation. e 
We have omitted the parent balance sheet but 
have left the tree detail in the schedules which 


makes room for certain tabular information. given 
by Sir Walter Benton Jones, the chairman, in his 
statement with the accounts. This latter illustrates an 
extremely interesting discourse by Sir Walter on 
capital expenditure and revenue. 

Sir Walter remarks how investors and managers in ` 
industry are being urged to invest in expansion and 
modernization at high speed in order to ensure full 
employment and to earn more for the country in 
world markets. But on the other hand, when earnings 
from these investments appear in the shape of 
larger revenue, they seem to be regarded as unearned . 
and undeserved. As this expansion process is COn- 
tinuing and the country is taking part in it, he thinks 
it should be helpful to look at the national capital 
expenditure and the classes into which it is divided. 
His figures are taken from the Central Statistical 
Office’s report on National Income and Expenditure, 
1955- 

In the years 1948-1954 inclusive, the annual 
expenditure on the creation of fixed assets has been 
as follows: 
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Classification by Industry 


(£ million) Gas, elec. 
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Transport and communication £1,568 million or 1a per cent, 
Other items spread over agri- 
culture, mining, distribution, 


Manu- New services Transport and Other social services, etc. £3,611 million or 27 per cent. 
1948 doe? ee E u GEN ie Possibly a larger part should have been spent on 
1949 1,552 397 332 17 213 437 manufacturing but at any rate £3,455 million igs a 
SE P E 337 ts 479 very large sum, spent to produce more with greater 
1952 2,039 SÉ 9 239 20 541 efficiency with expectation of larger earnings. Or why 
1953 2,305 569 re 263 26 5 6 was the money spent? he asks. 
na A : EE SE bh It seems to be overlooked, Sir Walter continues, 
13,283 3.455 3,321 1,528 1,568 zën that a very large part of revenue from industry, old 
Sek a “= "“—— and new, is paid to the State by way of taxation 
Milli and another SR part must be retained for replace- 
Over 212000 Se ment and further improvements. Investors, who 


Over {£13,000 million in the creation of fixed assets 
in seven years, Sir Walter ‘sa out, and the deeg 
increases year by year. The classification of the to 


spending is: 


Manufacturing ..' .. .. £3,455 million or 26 per cent. 
3,121 million or 24 per cent. 


New dwellings .. `. eg 
1,528 million or rx per cent. 


Gas, electric services and water 


were not necessarily spendthrifts — on the contrary, 
in the nature of things, they were reinvestors — 
expected to receive some part of the increased 
revenue for their own use. But for quite extraneous 
reasons, he says, this is begrudged. 

And this, says Sir Walter, raises a question of the 





THE UNITED STEEL COMPANIES LIMITED AND ITS SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year Ended September Ach, 19 



































1954 PROFIT AND LOSS ACCOUNT 1955 NOTES 
] Excess of Income over expendi- EE E? 
9,136,496 ture and depreciation 12,803,657 | Excess of Income ovar expenditure t £ 
l Ded and depreciation has been arrived at 
Hee after charging 
D interest on debenture stock and oe of directors of the parent 
133, loans 209,962 
Foes “(ass pad by associated com- 
DI Transfer to fixed assets replace- `  pantes ~ £950) 13,542 10,824 
1,000, ment reserve [,500,000 Remuneration of executive directors 87,687 63,870 
1,133,635 en -— 1,709,962 Pensions of past directors In respect 
IAT —— of thelr services as executive 
8,002,861 Add 1 1,093,695 officials 2,925 2,925 
IY Non- I d extra . 
= Pei g 368,147 104,154 77,619 
E i SEET Audit fees (including expenses) 
8,002,861 Deduct 11,461,842 SE parani ampan Se Pp 
u ary companies ‘ ' 
3,999.102 : Y Taxation 6,209,470 Dopreclation 2,550,207 2,034,980 
Consolidated net income after 2,663,738 2,122,00i 
4,004,759 taxation 5,252,372 
and after crediting 
Deduct Income from trade Investments (gross) 159,620 66,820 
148,53} Vi Retained In subsidiary companies 203,907 Income from other investments (gross) 546 1,333 
Vil E rhe ia as outside 160,166 68,153 
shareholders of subsidlary com- 
28,856 panies (Loss) 537 V Taxation 
177,387 ee EAA 203,370 Excess profits levy = 173,700 
Gees Net income of The United Steel ae Profits tax on chap profit of the year 722, 583,500 
3,827,372 Campantes Limited 5,049,002 income tax on the profit of the year 5,486,570 3,240,962 
574,000 vil Net transfers to specific reserves 1,364,698 6,207,470 3,778,102 
) VII Net transfers to specific reserves l 
63,253,372 Balance carried to appropriation account £3,684,304 Taatlon velloi la cespece of eer 
expenditure 
Amount set aside for equalization 
of on 383,000 390,000 
Transfer to investment allowance 
APPROPRIATION ACCOUNT reserve 462,000 320,000 
: £ £ Transfer to stock reserva 700,000 — 
3,253,372 Balance brought from profit and loss account 3,684,304 1,545 000 710,000 
Deduct Transfer from stock raserve — 136,000 
999,606 IX Dividends pald or racommended less tax 1,264,643 Transfer from provision for taxation 180,302 a 
2,253,766 2,419,661 1,364,698 574,000 
Deduct IX Dividends pald or recommended 
2,191,314 X Allocation to general reserve 2,300,000 less Tax 
SEN en On 4) per cent cumulative prefers 
62,452 119,661] oo shares eer “fas 129,018 126,150 
n 58 per cent ee e cum 
GE XI Balance at EE 708.692 tive preference shares 129,375 103.453 
’ SEHR On ordinary shares 1,006,250 770,003 
(708,892 Balance San forward “£828,553 1,264,643 ` 999,606 





aa. 
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judgement of directors who, it should be remembered, 
in the aggregate, manage industry and commerce of 
the whole country. Is it really a function of directors, 
he asks, to restrain the riotous living of their fellow 
shareholders or indeed to assume that their fellow 
shareholders are living riotously? 

He maintains that the primary function and duty 
` of directors is to maintain the corpus: of their under- 
takings, to keep it in good health and to make it grow, 
for it cannot stand still. And in performing these 
functions, both its labour and its capital must be 
rewarded or the one will not serve it and the other 
will pass it by. But investors are already restrained 
by the Gate as shareholders and directors and 
the State all know. 

The severity of the restraint, Sir Walter points out, 
can be illustrated by looking at the effect of a pay- 
ment of {1,000 gross dividend to shareholders of a 
company. Before the payment can be made the 
company must have earned a profit of not less than 
£1,500, which may not seem obvious at first sight 
because of the incidence of profits tax, but this, he 
says, is how it works Out: 
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Amount of earned profits needed to > pay afrooo £ s d 


gross dividend if ec 1,500 o o 
The company will have to pay: 

g) in income tex because it is income .. .. 637 10 o 

b) in profits tax because itis profit... 37 10 o 
c) in distributed SES tax SE ‘it is a distri- 

buted profit .. ; . 250 o o 

The State therefore will receiv 25 o o 

{or more than 60 Sg cent ‘of the Lr, 500) en 

The shareholders will receive £575 o o 


(or less than 40 per cent ‘of the £1,500) 


And he concludes: ‘If investment which is made in 
order to produce more or to produce more efficiently 
results in larger earnings, this is a natural sequence 
and it should not be regarded as peculiar or sub- 
mitted to peculiar treatment.’ 





Money Market 


The highest rate for twenty-five years resulted Se 
last Friday’s Treasury bill tender — the first to follow 
the higher Bank rate. With bidding at £98 13s Ad for 
the Monday bills and £98 13s 7d for other maturities ° 
the average rate came out at £5 5s 5-88d per cent. 
Applications totalled £368,650,000. Next week’s 
offer is £220 million. 


- 


H 


THE UNITED STEEL COMPANIES LIMITED AND ITS SUBSIDIARY COMPANIES 
Consolidated Balance Sheet as at September 30th, 1955 





1954 1955 
P CAPITAL EMPLOYED S 


23,097,000 1} Issued capital of The United Steel 
Companies Limited 23,097,000 
16,893,019 Il Capital and Revenue reserves 23,228,254 | 
ill Intaresta of outside shareholders of 
192,945 subsidiary companies 24,979 
3,367,731 IV Debenture stock and icans 4,778,111 
7,695,280 V Future taxation 10,294,829 ` 
£51 ,247,975 £61,423,173 





EMPLOYMENT OF CAPITAL 
£ Vi Current assets £ 





16,633,955 Stocks as valued by the companies’ official 18,175,400 
Debtors, advances, and prepayments, Joss 
12,938,728 provisions 14,990,720 
Government securities (Market Valua 
18,448 £16,223) 18,448 
352,1 58 Cash and bank balances 3,876,298 
29,943,289 37,060,366 
Vil Current liabilities 
14,879,599 Creditors, bills payable, and provisions 15,001,390 
774,760 Bank overdraft — 
5,907,288 Taxation 5,664,863 
462,000 Proposed final dividend (net) 684,250 
22,023,647 24,350,503 
7,919,642 Current assets fers current liebilities 15,709,863 
47,835,936 VIII Fixed Assets 50,564,467 
X Trade investments In associated come 
1,405,765 panies ac or under cost 2,387,813 
56,861,343 j 68,662,143 
, Deduct e 
5,613,368 X Provision for maintenance 7,238,970 
£51 247,975 W. BENTON JONES £6] ,423,173 


NOTES 
I Details of share capital are given in Schedule A 
I} Details of reserves are given In Schedule B 
cedars! 30th September 3th 
i955 {954 
IV Debenture stock and loan £ 
44 per cent Debénture Stock 1968/78 














Amount paid per Schedule C 4,500,000 3,321,731 
Mortgage loans of subsidiary companies 
(secured) 278,11! 48,000 
4,778,111 3,369,731 
Y Future taxation 
Income Tax due on January Ist, [957 5,507,829 3,291,280 
Amount sat aside for the equalization 
of taxation 4,787,000 4,404,000 
18,294,829 7,695,280 
VII Details of fixed assets are given In Schadule D 
IX Trade Investments in associated 
companies 
Quoted (market value at September 
30th, 1955, £1,760,937) 940,195 21,440 
Unquoted 1, 47,618 1,084,325 
2,387,813 IT. 405,765 





The unquoted investments include £260,767 representing shares In 
and advances to certain ovorseas companies which have become sub- 
pase bee during the year and for which accounts have not yet been 
received 

X The provision for maintenance (provided out of trading profits) 
includes amounts set aside to meet accruing repairs, replacement of 
major parts, rellning of blast furnaces, and rebullding of steel 





furnaces. 
ADDITIONAL NOTES 
i September 30th, 
1954 
A At September 30th, 1955 
{a} the commitments in respect of con- 
tracts for capital expenditure not 
provided for are estimated to 
amount to £8,008,000 £4,315,000 
(b) there were contingant liabilities of £256,000 £22,000 





B The balance sheors of the subsidiary companies are dated September 
30ch, 1955, with che exception of that of a small statutory company 
which is dated December 3ist, 1954, 

C The assets and Ilabilities of overseas subsidiaries have bean converted 
fo sterling at the rate ruling at September 30th, 1955. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Accounting for Management 


Sir,— I believe my experience may be of some value, 
and in reply to the letter from Mr Jan T. Morrow on 
the above subject (February rh issue), I would 
state that I left the profession over fifteen years ago, 
since when I have been in commerce. 

I whole-heartedly agree with Mr Morrow that 
members of the Institute who wish to act as manage- 
ment consultants should invariably serve a period 
in industry in addition to the normal professional 
training. I consider that the average student will 
learn as much in one year in an industrial concern as 
he will learn in the five years normally served in a 
professional office. l 

The subject of costing, while of such extreme 
importance to any accountant, is one subject on 
which no experience whatsoever is gained from inside 
a professional office, and when we consider the future 
uses of management accounting it will be generally 
agreed that this subject will go the same way. I 
cannot recommend too strongly the suggestion that 
all students should serve at least six months in 
industry with a view to gaining the practical experi- 
ence of both costing and management accounting. 

Speaking from my own experience I confirm that 
management accounting can only be dealt with 
effectively from inside an industrial firm, and that 
without this inside experience the detailed nature 
of the problems encountered will neither be complete 
- nor effectively understood. | 

At the recent course in Harrogate a large number of 
the members seemed to be under the impression 
that a system of management accounting could be 
installed somewhat in the nature of a television set. 
Nothing could be further from the truth. Any 
efficient system of management accounting must start 
from the bottom and grow from within the firm itself. 

Yours faithfully, 


Bradford, Yorks. R. RICHMOND MANN. 


Accountancy Education for New Responsibiltles 
Sir,-If Professor Solomons were searching the 


correspondence columns in your February r1th- 


issue for interesting comment on his lecture, he 
would not find any. He was treated, on the one hand, 
to an assertion that the Institute’s greatness was due 
solely to its system of training under articles and, on 
the other, to a c ing but irrelevant piece of 
Somerset dialect. I should like, therefore, to raise at 
least one voice of hearty praise for his thought- 
provoking proposals. 

Many busy practitioners have no time to fulfil 
adequately their role of tutor; and articled clerke 
must frequently find that the course of their practical 
experience is dictated by the work programme of 





their firm. Indeed, some practices may not afford a 
completely ‘comprehensive training even if the 
articled clerk were allowed to sample every job in 
the office! 

Professor Solomons has provided much food for 
thought: it would be a pity if the profession threw it 
away without even having tasted it. 


Yours faithfully, 


Smethwick, Staffs. I. F. CAMPBELL. 
Sir,-I have read with interest the lecture by 
Professor D. Solomons published in your issues of 
January 28th and February 4th, particularly that 
section in which he discusses the setting up of 
‘training schools’ and hints at the possibility that 
technical colleges may be appropriate places to 
house such. 

The educational facilities of the larger technical 
colleges are quite different from those normally 
suggested by the term ‘training school’. Several 
such colleges already offer, by way of part-time day 
and pre-examination refresher courses, tuition to 
meet the special needs of Intermediate and Final 
students. It is unfortunate that the exigencies of 
office work do not permit more students to take 
advantage of these existing facilities which have 
already proved their worth and which could cope 
with substantially larger numbers. 


Yours faithfully, 


E. V. ROBERTS, 
Principal, 
Leeds, 2. LEEDS COLLEGE OF COMMERCE. 


Child Allowance: Articled Clerk 

SIR, ~ With reference to the letter from ‘Primo’ 
(February 18th issue), the provision whereby pay- 
ments by way of retum of premium were not to be 
taken into account in determining whether or not a 
child had emoluments from an ‘employer’ exceeding 
£52 per annum, was made in Section 212 (3), Income 
Tax Act, 1952. 

The repeal, therefore, of subsection (3) by Section 
2 (5), Finance Act, 1955, means the abolition not 
only of the £52 limit but also of the provision regard- 
ing repayment of premium and the attention of the 
Chancellor of the Exchequer has been drawn to the 
point. Yours faithfully, 

B. E. F. 
Moribund Shareholdings 

SIR, — Your correspondent ‘Free Forester’ (February 
18th issue) may be interested to know that the articles 
of the companf in which The West Surrey Golf 
Club was incorporated provide that only members of 
the gelf club may hold shares in the company. How- 
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ever, any shares belonging to a member are forfeited 
to the company in the event of that person ceasing 
to be a member of the club for any reason; the articles 
‘further provide that the company shall thereupon find 
a purchaser for the shares and reimburse the former 
member accordingly. 
However, ‘Free Forester’ should also be advised 
that the Inland Revenue have now invoked the case 
‘of the Eccentric Club Co Ltd (39 T.L.R. 461) in 
this instance to support a contention that such a 
company cannot be held to be trading with its 
‘ members. Yours faithfully, 
: i D. K. MILLIGAN. 
THE West SURREY GOLF CLUB. 


Godalming, Surrey. 


‘The Practising Accountant’s 
Relationship to Management Accounting’ 
Sir, — It was with particular interest that I read 
Mr Kennewell’s letter, published in your edition 
of January 21st, as I had the privilege of listening 
to the lecture! delivered by Mr R. G. Leach, C.B.E., 
an extract from which Mr Kennewell quotes. I 
further had the opportunity of discussing the whole 
question of management accounting with a cross- 
section of practising and industrial accountants at 
the excellent course held by the Leeds, Bradford 
and District Society of Chartered Accountants at 

Harrogate in November last year. 

I take the liberty of disagreeing with much that 
Mr Kennewell says, as I am, I believe, one of the 
minority of practising accountants who have had 
a considerable period of industrial experience. 
In my own case, I was fortunate enough to be em- 
ployed as accountant to a medium-large public 
company and to report direct to the general manager 
who was himself a member of the Institute. At an 
early stage, I was informed that each month he wished 
to review the business through the medium of figures, 
and thereafter, as I struggled with this GEI 
I was to receive hard knocks, ground between the 
general manager -who was determined to probe 
every point thrown up by the figures to the full ~ and 
departmental managers whose interests did not at 
times run along similar lines. This was, however, 
an excellent basic training. 

During the last ten years as a practising member I 
have advocated management accounting wherever 
possible and I think I am on common ground with 
Mr Kennewell in that we are both referring to 
the medium-sized business with turnovers of perhaps 
a quarter to one million pounds, and where the 
management data is substantially for the benefit ot 
the managing director and not the lower executives. 

In trying to bring to this problem a strictly practical 
approach I have arrived at conclusions which are 
SSC at variance with those of Mr Kennewell. I 

ill outline them below and then give my reasons 
for each one. a di 

My conclusions are: 


1 Reproduced in The Accountant, dated January 7th,.e1956. 
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(a) That as far as the great majority of these busines- 
ses are concerned a full system of management 
control as envisaged by Mr Kennewell is neither 
practicable nor desirable. 

(b) That any attempt to impose a standard system 
of management control on the hosiery or any 
other industry is again neither practicable nor 
desirable. In fact, I wil go further and say 
that there might well be considerable differences 
in the most appropriate system applicable to 
different half-hose manufacturers each with an 
output of say 3,000-5,000 dozen a week. 

(c) That whereas some practising accountants are 
obviously more interested in this problem than 
others, it is not the fault of the profession as a 
whole that all that could be done in this field has 
not in fact been done. 


May I now deal with each of my conclusions in turn? 

(a) Dealing with this matter as a whole I think it is. 
necessary to reduce the problem to first principles. 
Everyone will agree that a one-man business, for 
example the local grocer, does not require ent 
contro] data because he controls his business by eye. 

Should his business grow fo a chain of say 500 
shops, the complexities will be such that he Sot: have 
to rely for control very largely on the figures thrown 
up by his accounting system. In between there is a 
full range of management where the eye control grad- 
ually disappears and is or should be, supplemented 
by figure control. It thus follows that the object 
of any system of management control must be 
dovetailed to fill this gap in eye control in those 
particular circumstances and for that particular 
manager. For example: there is no point in preparing 
cash budgets for a business that has ample funds and 
has no problem of capital expenditure. On the other 
hand, in a similar business whose finances are tight 
and which has a programme of capital expenditure, a 
cash budget is desirable. 

One usually finds, in practice too, that the managing 
director is particularly interested in and concentrates 
on one particular facet of the business more than 
others. That is, he exercises control by eye in part and 
requires supplementary figure control for other parts. 
As a practical! illustration of this, the managing director 
ofa fighly successful hosiery concern with a turnover 
of approximately three-quarters of a million, where 
there are a comparatively small number of large 
sales items, insists on doing the sales ledger postings 
himself as he says it keeps him in touch with his 
customers. If he insists on doing this there seems to be 
little point in providing him with a monthly sales 
analysis in accordance with a system of management 
control, 

(b) I do not wish, in dealing with a particular 
industry, to repeat what has been said in (a) above, 
but as an illustration I will take two concerns both 
with an output of 4,000 dozen half+hose a week. The 
one manufactures and sells fromm stock, the other 
manufactures against bulk orders received from large 
customers and buys yarn accordingly. Then, I 
suggest that if one is designing — as part of the man- 
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agement control system- stock figures to assist 
management in yarn buying, one is faced with two 
entirely different problems and the figures to be 
tile up by the system must be modified accord- 
ingty: 

(c) As regards the attitude of the average practi- 
tioner, I think that Mr Kennewell is somewhat 
unfair. The facts are, I believe, that the average 
practitioner is grossly overworked, suffers from a 
chronic shortage of. staff, is anxious and equipped 
to assist management in this management accounting 
problem, and finds himself frustrated by management 
who, by and large, have little KE Ge to use figures 


as a tool of ement, and wh resented with 
the figures that the accountant they ought 
to have, are SE of using their technical 


knowledge to draw the right deductions and take the 
appropriate action. 

What, then, can in fact be done? I believe that 
there are two practical objects to be achieved. 

(a) In general. The spread of knowledge Be 
- management accounting technique to management by 
accountants and federations aA other interested 
bodies with strict regard to its practical uses and its 
practical limitations. 

(b) In particular. The realization that the object 
of any system must be to give the maximum assistance 
to that particular management in the circumstances 
of that particular business, having it firmly fixed in 
mind that the production of any figures which do not 
give rise to a deduction and action is an utter waste of 
time. Action in this sense may of course be negative 
if the figures show that all is well. 

How are these objects to be achieved? 

As far as industrial federations are concerned, in 
my opinion their efforts would be better directed to 
the dissemination of knowledge amongst their mem- 
bers and arousing interest in this subject sooner than 
the preparation of standard schemes. 

As far as practising accountants are concerned, I 
think their efforts will depend on whether they can 
or cannot obtain the technical co-operation of manage- 
ment, and this of course means not only a co-operative 
state of mind, but some sympathetic knowledge of 
what one js trying to achieve. 

If that co- operation is not available, I am of opinion 
that the accountant’s scope is limited to the instal- 
lation, where possible, of what are in this context 


comparatively simple matters, such as monthly. 


profit statements, control of overheads by budget and 
the like. In my experience, if he goes further without 
Management co-operation, he becomes bogged in a 
technical morass. 

If full technical co-operation is forthcoming from 
management then I believe the correct approach is 
the preparation of a complete schedule of all the 
facets of the business that could be thrown up by 
figures and then management must decide, assisted 
by the accountant, what information amongst this 
mass of data would be of assistance to him. When once 
this has been decided, the method by which the 
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information is obtained is usually comparatively 
simple; this can then form the basic plan which, when 
modified by trial and error, is the complete system for 
that business, although it may not bear a particularly 
close relationship to a similar business with a different 
management. I then of course agree with Mr Ken- 
Sech that its installation should proceed piecemeal. 

Finally, as regards the consultants mentioned by 
Mr Kennewell, they, in my experience, bring in 
some special skill such as plant layout, time and 
motion study, knowledge of up-to-date industrial 
methods etc, and I suggest as practising accountants 
we should work with these consultants when they 
are employed by management and not pretend to a 
skill that we are not trained to possess. 

Yours faithfully, 
Nottingham. CHARLES BINGHAM, F.c.a. 


Calendar Reform 


Sir,- On Wednesday, February 29th, the former 
Astronomer Royal, Sir Harold Spencer Jones, F.R.S., 
will address a meeting of the Junior Chamber of 
Commerce for London on the subject ‘Calendar 
reform’. The meeting will take place at the London 
Chamber of Commerce, 69 Cannon Street, EC4, 
commencing at 6 p.m. 

In view of the growing international support for 
calendar reform and the bearing it has upon account- 
ing practices, it is felt that you may wish to bring 
this meeting to the notice of your readers. 

My council has asked me to extend through your 
columns an invitation to those of your readers who 
would like to attend. Tickets are not required, but it 
would be appreciated if those who intend to be 
present would telephone the Secretary, Mr D. A. 
Tapping, at Temple Bar 6174. Your co-operation in 
this matter will be very much appreciated. 

Yours faithfully, 
LESLIE e FELLNER. 
President. 
JUNIOR CHAMBER OF COMMERCE 
London, EC'4. FOR LONDON 


An Interesting Advertisement in 1880 
Sir, - Some of your younger readers may be inter- 
ested in the following advertisement which appeared 
e e Chepstow Weekly Advertiser of September 4th, 
1880: 

Parsons and Balding, 

Stock and Share Brokers, 

Public Accountants and Auctioneers, 

Newport, Mon. 

Both above became members of the Institute on 
October 20th, 1880. 

When I was articled here sixty years ago to Parsons 
& Robjent, they were ‘Accountants (C. E. Parsons 
alone being Chartered), Stockbrokers, Auctioneers, 
Fire Loss Assessors, Newport, Mon.’ 


Yours faithfully, 
Negoport, Mon. C. GORDON JOLLIFFE. 
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TAXATION CASES 


Full np orks of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Moll v. CIR. 


In the Court of Session (Inner House) 
December 6th, 1955 


(Before the Lord PRESIDENT (Lord CLYDE), Lord 
CARMONT, Lord RUSSELL and Lord Sorn) 
Income tax — Trade — Failure to make returns — Adjourn- 
ment for production of accounts — Accounts not pro- 
duced ~ Whether estimated assessments validly con- 

firmed — Income Tax Act, 1918, Section 137. 

The appellant carried on a business which was 
Jargely a cash business. He did not render returns 
showing the profits ‘made by the business and 
estimated assessments were made on him for 1948-49, 
‘1949-50 and 1950-51. He appealed to the General 
Commissioners against the assessments and on 
September rgth, 1951, the General Commissioners 
granted an adjournment to enable the appellant’s 
accountant to prepare accounts of the business for 
the accounting periods in question. The adjourned 
, hearing took place on April gth, 1952, but no accounts 
were then produced, and the only document that was 
produced was a statement prepared from the appel- 
lant’s bank-book. The bank-book was not itself pro- 
duced to the General Commissioners and the appel- 
lant stated that the statement was not a full record of 


‘the receipts and expenditure of his business. The — 


General Commissioners confirmed the assessments 
on the ground that the appellant had not discharged 
the onus of showing that they were excessive. 


Held, that the General Commissioners’ decision 
was one which they were entitled to make. 


Jefferson v. Jefferson 
In the Court of Appeal - November 30th, 1955 


(Before Lord Justice DENNING, Lord Justice Hopson 

and Lord Justice Morris) 
Income tax — Divorce — Small maintenance payments — 
Order for payment ‘free of tax’ — Effect of order — 
Income Tax Act, 1952, Sections 169, 170, 205, 206, 
207. 

In a divorce suit a decree absolute was made on 
January 4th, 1952, and an order was made for main- 
tenance ‘at and after the rate of {52 per annum free 
of tax the said sum to be payable weekly’. The hus- 
band gave a standing order to his bank to pay 
£4 6s 8d every calendar month, and that sum had 
been paid regularly into the wife’s account. 

In December 1954, a claim was made on the wife’s 
behalf that the order required the husband to pay 
£1 16s Ad a week. It was contended that ‘£1 free of 
tax’ meant {1 grossed up by reference to tax at the 
standard rate, and that, as the standard rate was then 
gs in the pound, the weekly sum payable by the 
husband was {1 16s 4d. It was accordingly suggested 


to the husband that he should increase his standing 
order to £7 17s 7d a month. This the husband refused 
to do, and a judgment summons was taken out by the 
wife claiming that the husband ought to have paid 
£1 16s 4d a week till April sth, 1955, and thereafter 
[1 14s gd a week, because the standard rate was 
reduced to 8s 6d in the pound. The husband con- 
tended that the order was for a small maintenance 
payment, from which tax could not be deducted, and 
that, therefore, the order should be construed as 
directing the payment of a gross sum of {52 a year. 
Held (Lord Justice Denning dissenting), that the 
order required the husband to pay such an annual 
sum as after deduction of tax at the standard rate 
would leave £52; that the provisions of the Income 


- Tax Act, 1952, relating to small maintenance pay- 


ments did not affect the meaning of the order; that, 
therefore, the arrears were recoverable; that orders 
for small maintenance payments should not be made 
for payments of sums ‘free of tax’, but for stated. 
sums without any reference to income tax; and that 
tax should be taken into consideration in calculating 
the stated sums. 


C.I.R. v. Daniel Beattie and Company 


In the Court of Session (Inner House) 
December 6th, 1955 


(Before the Lord Present (Lord CLYDE), Lord 

` CARMONT, Lord RussELL and Lord Sorn) 
Income tax — Permanent discontinuance — Nattonaltza- 
tion of business — Licence to continue business — Whether 
permanent discontinuance due to transfer of assets under 
nationalization scheme — Finance Act, 1926, Section 31 
~ Finance Act, 1946, Section 32 — Coal Industry 
Nationalization Act, 1946, Sections 5, 36. 

The respondents carried on the business of coal- 
mining and on January ist, 1947, their business was 
transferred to the National Coal Board pursuant to 
Section 5, the Coal Industry Nationalization Act, 
1946. The respondents obtained from the National 
Coal Board a licence to continue mining coal from 
their mine after January rst, 1947, and the licence, 
which was terminable by either party at six months’ 
notice, terminated on March 31st, 1949. On that day 
the respondents’ trade of coal- Re was perma- 
nently discontinued. 

The provisions as to permanent discontinuance / in 
Section 31 of the Finance Act, 1926, were not applied 
as at December 318t, 1946, but an additional. assess- 
ment was made on the respondents for 1947-48, on 
the footing that there had been d permanent dis- 
continuance on that day. The respondents contended 
that they had permanently discontinued their business 
at December 318t, 1946, and that an additional 
assessment for a previous year was not competent in 
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that Section 32 of the Finance Act, 1946, provided 
that where an industry was nationalized and in con- 
sequence of the transfer the trade was permanently 
discontinued, no additional assessment for the 
penultimate year should be made. The General 
Commissioners accepted this contention and dis- 
charged the assessment. 


Held, that Section 32 of the Finance Act, 1946, 
did not apply as the permanent discontinuance of the 
respondents’ trade was not a consequence of the 
transfer of their assets under a nationalization scheme, 
but was a consequence of the expiry of the licence on 


March 31st, 1949. 


Bambridge v. C.LR. 

In the House of Lords — December Sch, 1955 
(Before Lord MORTON op HENRYTON, Lord TUCKER, 
Lord MacDermott and Lord COHEN) 
Surtax — Transfer of assets abroad — Settlement by 
father — Residuary bequest of shares by mother - Whether 
rights acqutred by means of settlement and will — Wills 


Act, 1837, Section 24 - Finance Act, 1936, Section 18 
- Finance Act, 1938, Section 28. 


In 1933, the appellant’s father and mother sold 


Canadian and United States investments to a com- 


pany incorporated in Prince Edward Island, and 
received shares in the company as consideration for 
the sale. In 1934, the appellant’s father made a settle- 
ment in Prince Edward Island of the shares and 
debentures in the company that he had received. The 
terms of the settlement were that the income should 
be paid to the settlor for his life, then to the widow 
for her life, and then to the appellant for her life, with 
remainders over. Accordingly, after the death of her 
mother, in 1939, the appellant became entitled to the 
settlement income. 

The shares in the Prince Edward Island company 
that were allotted to the appellant’s mother formed 
the subject of a similar settlement which the mother 
made in 1934. This settlement was revoked, however, 
in 1937. In 1938, the mother made a will, and left the 
residue of her estate to the appellant. ‘Thus since the 
date of her mother’s death in 1939 the appellant had 
also been entitled to the income from her mother’s 
shares in the Prince Edward Island company. 

The appellant’s father died in January 1936, and 
liability in respect of his shares arose, under Section 
18 of the Finance Act, 1936, for ‘the year 1936-37. 
The appellant’s mother was also charged to tax, pur- 
suant to the section, during her lifetime. After the 
decision of the House of Lords in Congreve v. C.I.R., 
` in 1948, when it was held that a person could become 
subject to the section although he was not responsible 
for the transfer of assets, the Inland Revenue took 
the view that that decision applied to the appellant, 
and assessments to surtax were made upon her accord- 
ingly. The Special Commissioners decided that tlre 
appellant was liable to charge under the section in 
respect of her interest under the settlement made by 
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her father, and also as the residuary legatee under her 
mother’s will. 

Held (affirming the judgment of the Court of 
Appeal), that the Special Commissioners’ decision 
was correct. 


In re Hall: Sanderson and Others v. CIR. 
In the House of Lords — December roth, 1955 


(Before Lord MORTON op Henryron, Lord Tucker, 
Lord Porter, Lord Rapciirre and Lord COHEN) 
Estate duty — Shares in company — Method of valuation 
— Shares deemed to pass — Whether assets basis of valua- 
tion applicable — Finance Act, 1894, Sections I, 2, 5, 

7 (5) — Finance Act, 1940, Section 55. 

The deceased owned 2,500 shares in a company, 
and held more than eo per cent of the total issued 
shares of the company. In 1942, he settled 400 of the 
shares on trust for the benefit of his son and daughter, 
and he died in the following year. If the assets basis 
were adopted, the shares would be valued at Zoo ros 


.a share, and if they were valued according to the 


market price, the value would be about {22 10s a 
share. ` 

It was contended on behalf of the settlement 
trustees that Section 55 of the Finance Act, 1940, 
did not apply to the case, as the wording of that 
section indicated that the section could apply only in 
respect of shares which actually passed on the death, 
and not to shares which, as in the present case, were 
deemed to pass. 

Held (affirming the decision of the Court of Appeal), 
that although Section 55 was a valuation séction and 
not a charging one, nevertheless, on its proper con- 
struction it applied to cases where the assets in 
question were for estate duty purposes deemed to 
pass on the death, as well as to cases where there was 
an actual passing. 


British Transport Commission v. Gourlay 
In the House of Lords ~ December 8th, 1955 
E Earl Jowrrr, Lord Gopparp, Lord RED, 

rd RADCLIFFE, Lord Tucker, Lord KEITH or 

AVONHOLM and Lord SOMERVELL OF HARROW) 
Income tax — Damages — Loss of earnings — Whether tax 
to be taken into account. 


The respondent was a senior partner in a firm of 
civil engineers, and was in receipt of a large income. 
In 1951 he was seriously injured in a railway accident, 
and subsequently brought an action to recover 
damages. The appellant admitted liability in prin- 
ciple. The trial judge awarded the appellant {£9,000 
for pain and suffering and loss of amenities, and 
£1,000 for out-of-pocket expenses, and no question 
arose as to this part of the award. The judge further 
awarded the respondent £37,720 in respect of actual 
and prospective loss of earnings, and in arriving at 
this sum paid no regard to the fact that, if the 
respondent had been able to earn £37,720 in his 
profession as a civil engineer, he would have had to 
pay a large amount in respect of income tax and sur- 
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tax. At the request of the appellant the judge made 
an alternative assessment representing the sum that 
he would have awarded, if he ought to have taken 
tax into account in assessing the damages, and this 
alternative sum was £6,695. In the appeal, the only 
question was whether the amount of the award for 
loss of earnings should be £37,720 or £6,695. 
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Held (Lord Keith of Avonholm dissenting), that 
the damages for loss of earnings should be computed 
after taking into account the amount of tax that 
would have had to be paid by the respondent if he 
had not been injured and had earned that amount, 
and that, therefore, the amount to be awarded for 
this purpose in the present case was £6,695. 


SCOTTISH CHARTERED ACCOUNTANTS 
IN THE MIDLANDS 


The Association of Scottish Chartered Accountants 
in the Midlands held their first annual dinner at The 
Queen's Hotel, Birmingham, on February 18th. 
One hundred members and guests attended and were 
received by Mr William A. Nicol, C.A., F.C.C.s., 
Chairman of the Association, and Sir Ian F. C. 
Bolton, Bt., ong, H.M.L., LL.D., J.P., C.A., President, 
The Institute of Chartered Accountants of Scotland. 
- Among the guests present were Alderman J. R. 
Balmer, Deputy Mayor of Birmingham; Mr Stanley 
Dixon, M.A., ACA., President, Birmingham and 
District Society of Chartered Accountants; Mr Harold 
E. Wincott, Editor, The Investor's. Chronicle, Mr 
C. I. R. Hutton, B.A., C.A., Past Chairman, Association 
of Scottish Chartered Accountants in London and 

Messrs C. W. Blasdale, ong (H.M. Inspector of Taxes, 
il D. H. Buchanan (Agent,. Bank of England, 
Birmingham), Peter Chapman (‘The Accountant’); H. P. 
Court, F.c.w.a. (President, Birmingham and District Branch, 
Institute of Cost and Works Accountants); D. F. Dodd, T.D., 
F.C-A. (Secretary, Birmingham and District Society of Chartered 
Accountants), 

Messrs M. F. K. Fraser, M.C. (President, Birmingham and 
Midland Scottish Society); C. H. Hills, p.s.a.a. (President, 
Birmingham and District Society of Incorporated Account- 
ants); A. W. Jefis (Chairman, Birmingham Stock Exchange); 
E. H. V. McDougall (Secretary, Institute of Chartered 
Accountants of Scot ; A. N. E. McHaffie; B.COM., C.A. 
and Thomas Lister, M.A, C.A. (Members of Council, 
Institute of Chartered Accountants of Scotland); J. A. Taylor, 
M.A., LL.B., (President, Birmingham Law Society). . 

Mr Stanley Dixon proposed the toast of “The City 
"of Birmingham’ and Alderman Balmer responded. 


The toast of the Scottish Institute coupled with that of 
the Association was proposed by Mr Wincott and Sir ` 
Ian Bolton replied. Referring to a proposed new training 
scheme for apprentices, Sir lan said 


ʻI know all of us who have passed the examinations — and 
could not pass any more (laughter) ~ say that the apprentices 
have very much easier examinations than we had, and that 
the way in which some of them fail is ridiculous. 


‘But it is also true that the syllabus has grown until, | 
must say, I share the feeling of some of the apprentices 
that they are rather harassed during their apprenticeship. 


‘The Council set up a committee under Mr Thomas 
Lister, and that committee has produced a report which in 
the opinion of our Council is very fine indeed. For the first 
time in our history the whole question of the training of 
apprentices has been gone right through, and a scheme 

roduced. When the Council publishes this scheme, frankly, 
know that a great many of you will find it revolutionary. 
It is revolutionary, but it is a coherent whole. 


‘I hope that when copies reach you, as they will after the 
annual general meeting, you will take the opportunity of 
looking at it, studying it, and seeing whether Mr Lister, 
his committee and the Council, have produced something that 
will set the chartered accountants of Scotland on the nght 
road for the future. 

‘I know it will in some cases provoke opposition; it 
may not even go through. But it is a very sincere attempt 
to put our Institute on what we consider modern lines which 
will endure for many years.’ 


Mr Nicol proposed the toast of “The Guests’ to 
which Mr Hutton responded. A vote of thanks to Mr 
Nicol for his work as the prime mover in the formation 
of the Association was received with acclamation. 


STUDENTS’ DINNER IN NEWCASTLE 


The annual dinner of the Northern Chartered Account- 
ant Students’ Society was held at The County Hotel, 
Newcastle upon Tyne, on Thursday, February 16th, 
with Mr F. M. Kellett, ¥.c.a., President of the Society 
presiding, supported by Mr F. S. Thompson, F.C.A., 
Chairman of the Society. 

There were over fifty members and guests present, 
among them being Messrs R. K. Dotchin, F.C.A., 
President, Northern Society of Chartered Accountants, 
"TC Squance, F.c.A. President-elect of the Society, 
R. P. Winter, F.c.a., Member of the Council of the 
Institute and 

Messrs H. Bewick, Barrister-at-Law; J. A. Crisp, F.c.A. 
(Past President of the Society); D. L. Dukes (Hull Students’ 
Society); Derek du Pré (Editor, ‘The Accountant’); J. L. 
Gaylor, B.COM., LL.B., (Principal, Newcastle College of 
Commerce), G. R. Hodnett; S. A. Middleton, F.c.a. (Secretary, 
Northern Society of Chartered Accountants); F. M. Oddy 
(Bradford Students’ Society), G. N. Reed; R. Rickaby, F.c.a. 

Messrs J. Shields, a.c.w.a., A.C.1.S.; A. N. Tod (Liverppal 


Students’ Society); D. B. Ward, F.c.a.; A. Whittaker, F.C.a. 


Welcoming the company, Mr Kellett said how 
pleased they were to have ladies with them for the: 
first time. 

The toast of “The Northern Chartered Accountant 
Students’ Society’ was proposed by Mr Derek du Pré, 
Editor of The Accountant, who spoke of the valuable 
part played by students’ societies. One of the most 
admirable things about them, he thought, was their 
corporate spirit. 

Replying to the toast, Mr F. S. Thompson, F.c.A,, 
Chairman of the Society, briefly surveyed the activities 
of the past session saying that it was undoubtedly the 
best and most successful for many years. In a speech 
that was greeted with applause, he thanked Mr Kellett 
and the members of the Committee for their hard and 
successful work. l 

Mr J. Leach, 8.A.(ECON.), astudent member, welcomed 
the guests and Mr Hodnett responded. 
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FOR STUDENTS 


INSTITUTE RECOMMENDATIONS 
No. IX Depreciation of Fixed Assets 


Recommendation IX of ‘The Institute of Chartered 
Accountants in England and Wales was published on 
January 12th, 1945. It deals with the various methods 
of depreciation and their special suitability to various 
types of fixed assets. 

Depreciation is defined as being: 

‘that part of the cost of a fixed asset to its owner which is 

not recoverable when the asset is finally put out of use 
_ by him’. 

The foreword mentions that the assessment of 
depreciation involves the consideration of three factors: 
(a) the cost of the asset, which is definite; (6) the prob- 
able value realizable on the disposal of the asset, which 
can generally only be estimated within wide limits; 
and (c) the effective working life of the asset, which, 
again, can only be estimated. The latter two factors, 
by virtue of their inability to be determined precisely, 
necessarily mean that depreciation cannot be calculated 
within fine limits and this fact alone means. that any 
amount written off by way of depreciation must, 
therefore, be in the nature of a provision, as it is now 
termed under the Eighth Schedule, Companies Act,1948. 

The four main methods by which depreciation may 
be provided are then considered in detail. 

The first method, which is used almost universally 
in the U.S.A. and Canada, is that of the ‘straight line 
method’. This method spreads the effective cost of the 
fixed asset (i.e. original cost less residual value) evenly 
over the period of anticipated use. 

‘The second method is the ‘reducing balance method’ 
which spreads the provision by annual instalments 
of diminishing amount. Under this method a constant 
percentage is applied to the cost in the first year and to 
the net book value in subsequent years, with the result 
that the early years bear relatively heavy charges and 
later years relatively light charges. 

A third method lies in the ‘sinking fund method’ 
under which fixed annual instalments are provided 
and set aside outside the business, with the result that 
such sums accumulating with compound interest will 
provide funds for the replacement of the asset at the 
end of its effective working life. This method necessi- 
tates estimates as to probable tax rates and interest 
yields throughout the life of the asset. 

A fourth method is that of the ‘renewals reserve 
method’ under which round sums are provided and 
set aside as general provisions towards the cost of 
future renewals. 

The recommendations which are made are that: 

(1) Provisions for depreciation should be made on a 
consistent basis from year to year and that where 
later experience shows that past provisions have been 
inadequate, the supplementary provisions should be 
stated separately in the profit and loss account. 

(2) The bases which are considered most appropriate 
for the particular classes of assets are as follows: 

(a) Goodwill and freehold land. Under normal 

conditions it is not considered that depreciation 
will arise in connection with these matters. ° 


(b) Freehold buildings, plant and machinery, equip- 


ment, transport vehicles, etc. Depreciation should, 


in general, be computed on the straight line 
method, whilst assets of comparatively short 
effective life (e.g. loose tools) may be more 
satisfactoily dealt with under revaluation 
methods. 

(c) Leaseholds, patents, etc. This group covers assets 
which become exhausted by the effluxion of time 
and it is considered that here the provision for 
depreciation (more properly called amortisation) 
should be made on the straight line basis with 
due allowance being made for the estimated cost 
of any dilapidations at the end of the lease. 

(d) Mines, oil wells, quarries. This group includes 
all assets of a wasting character which are con- 
sumed in the form of raw material. Here it is 
recommended that depreciation should be com- 
puted on an output basis, so that full depreciation 
is provided by the time that the asset is exhausted. 
Where an undertaking is formed for the purpose 
of exploiting this particular class of asset, if no 
depreciation is to be provided, this fact should 
be made clear to shareholders who may then 
realize that dividends are in part a return of capi- 
tal. 


(3) It is recommended that where it is not considered 
practicable or desirable to make a change in the case 
of assets already in use, the methods recommended 
should be adopted for assets subsequently acquired. 

(4) Fixed asset registers should be maintained to 
show the cost of each asset and the provisions made for 
its depreciation. 

(s) If amounts are set aside out of profits for obsoles- 
cence or for a possible increase in the cost of replacement, 
it is considered that these are matters of financial pru- 
dence, and that as the amount thereof cannot be 
estimated with any degree of accuracy, they should be 
termed ‘reserves’ and not ‘provisions’. 


COST ACCOUNTING 
The Purpose of Cost Accounts 


Many students appear to have difficulty in appreciat- 
ing the true significance and purpose of cost accounts. 
On the one hand, suggestions are sometimes made 
that cost accounts are seldom very important, since the 
financial accounts are the true test of whether the 
business is making a profit or a loss. Included in this 
argument are sometimes the vague suggestions that 
because cost accounts invariably necessitate estimates 
being made, the accounts themselves can never be 
accurate. On the other hand, some students seem to 
feel that cost accounts are the most vital statistics in 
any business, and go on to make suggestions that it is 
the cost price of any manufactured article, as deter- 
mined by cost accounts, that establishes its selling 
price, since the manufacturer will add the required 
margin of profit and dictate the selling price accordingly. 

In fact, of course, both these extreme views are 
erroneous. Cost accounts consist of the identification 
and allocation of all items of expenditure incurred in 
the production of goods or services. Financial accounts 
are similar in many ways, but in financial accounts 
there are shown only the total costs under desired 


headings and these are treated in an absolute light ~. 
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i.e. purely in money terms. Cost accounts, however, 
proceed to analyse these costs and to relate them to the 
production of the goods or services which is under, 
taken by the business concerned. 

In a simple form of business, the financial accounts 
may themselves comprise cost accounts if an addition 
is made of a little further information. A one-man taxi 
business, for instance, may determine the cost per 
mile of running his taxi by the simple expedient of 
dividing his total costs for the year by the mileage as 
shown by his speedometer. Such a simple form of 
cost account, however, is seldom satisfactory. In the 
example given, if the taxi owner found that his ex- 
penditure for the year was £1,350 and his mileage 
36,000, he might well deduce that the costs of running 
the taxi were od per mile. If, however, he wished to 
obtain an income of £450 per annum (i.e. profit), he 
would be in error in establishing a fare of rs per mile. 
The error in this case would arise from the omission 
to realize that although the car had, in fact, covered 
36,000 miles during the year, it would certainly not 
have been on hire for the whole of that distance, 
since many miles would undoubtedly have been con- 
sumed in seeking patronage or in distance covered to 
the garage. 

Even so simple an example, therefore, shows that 
when considering any figures for the purpose of cost 
accounts, one must consider carefully for what pur- 
pose the figures have originally been compiled. In 
many cases it is necessary to prepare special statistics 
for the purposes of cost accounts, and general statistics 
prepared for other purposes must often be treated 
with considerable caution. So in the example, it is 
not the total mileage figure which is of interest, but 
that of ‘hired’ mileage. 

It is also fallacious to suppose that selling prices 
can necessarily be established by reference to cost 
accounts. A selling price may be indicated by refer- 
ence to cost accounts, but whether it can be obtained 
on the market depends entirely upon the prevailing 
conditions of supply and demand in the market for 
that particular commodity or service. 

A useful axiom to remember is in the phrase 
‘Selling prices are a policy; estimates, an opinion; but 
costs are facts’. 


The Analysis of Cost 


Whatever may be the commodity or service produced 
by a business it is possible to analyse the total con- 
stituents of cost under certain general headings. These 
headings are: 


(1) Direct labour 
(2) Direct material ¢ Prime Cost | 


(3) Direct expenses Cost of 

(4) Overhead expenses Pro- \ Cost of 
(a) Factory | duction{ Sales 
(b) Office 
(c) Selling 
(d) Dispatch 


Direct labour embraces all labour expended directly 
in connection with the production. Thus, in an 
ordinary factory, all charge hands would be considered 
direct labour. 

Direct material is used to denote all material that 
becomes a part of the finished product. In some cases, 
however, the amount of material of one type used in 
any product is so small that precise measurement of 
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it is not an economic proposition. Thus, in the manu- 
facture of cigarettes (ignoring packaging) it is doubtful 
if the amount of ink used on each cigarette paper 
would be worthy of computation for the purposes of 
cost accounts. In such cases the small amounts of 
direct materials are conveniently regarded as being 
an overhead expense. 

Direct expenses embrace all expenses which are 
directly incurred in connection with the production 
of a unit. Thus, if any processes in production are sub- 
contracted (e.g. the services of an electrical engineer 
to a builder who is constructing a house) these expenses 
are readily identifiable with the unit produced and are 
therefore termed direct expenses. 

Overhead expenses, sometimes referred to as ‘oncost’, 
comprise all the other expenses which fall to be borne 
in connection with the production of commodities or 
services. Many sub-divisions of overhead expenses are 
possible, and the precise sub-division used in any 
system of cost accounts must depend on the nature of 
the production. It is convenient, however, to sub- 
divide into four main sections, although each of these 
sections may itself be subdivided further. The four 
subsections shown comprise factory overhead ex- 
penses (e.g. rent, rates, lighting, depreciation of 
factory buildings); office overhead expenses (e.g. 
clerical staff, stationery, telephone charges, etc.); 
selling expenses (e.g. travellers’ salaries and commis- 
sions, advertising expenses, etc.); and distribution 
expenses (e.g. packing and carriage charges). 

The foregoing analysis of cost is fundamental and 
it will be observed that items (1) to (3) inclusive are 
termed the prime cost of the commodity; items (1) 
to (4) (b) inclusive are termed the cost of production; 
and items (1) to (4) (d). inclusive, the cost of sales. 
These terms are constantly encountered in connection 
with accountancy matters, and the reader may care to 
consider for himself the reasons why work-in-progress 
valuations are often advocated as being at prime cost, 
are allowed as being at cost of production, but cannot 
be countenanced on the basis of the cost of sales. 

Overhead expenses may also be classified as fixed 
overheads and variable overheads, and this further 
division will be considered in later notes. 


EXECUTORSHIP 
Executor’s Renunciation of Office 


A person named in a will or codicil as an executor is 
under no legal obligation to carry out the duties of an 
executor. If he is to renounce his nomination, however, 
it is necessary that other interested parties should 
know that he is doing this. Renunciation of office is 
therefore cariied out in one of three ways: 


(1) By filing a renunciation statement with the 
Registrar. 

(2) By refusing to take the executor’s oath (which 
must be given before the Court will grant 
probate). 

(3) By failing to obtain probate when cited. 


A citation is a notice which may be obtained from 
the Court by any interested person» it requires the 
nominated executor to whom it is addressed to obtain 
probate or to renounce the office of executor. Failure 
on*the part of the named executor to obtain probate 
is regarded by the Court as being a renunciation of 
the office. 
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NOTES AND NOTICES 


Personal 


Messrs ALFRED G. DEACON & Co, of National Cham- 
berg, 4 Horsefair Street, Leicester, announce with 
regret the death on February 15th of their senior 
partner, Mr Frank DIXON, F.c.a., F.S.A.A. The 
practice will be continued by the surviving partners. 


Messrs Doucuty, Hanns & Co, Accountants and 
Auditors, of 50 Aldridge Road, Birmingham, 22B, 
announce the dissolution of their partnership. Mr 
H. R. Hanps, a.s.a.a., will continue to practice from 
the same address under the name and style of H. R. 
Hands & Co, Incorporated Accountants. 


Professional Notes 


Mr J. R. Walker, CA. secretary of the Central West 
Area, Scotland, of the National Coal Board, has been 
appointed chief accountant. 


Mr Bennet Palmer, 0.3.., R.D., F.C.A., a director and 
secretary of The Associated Biscuit Manufacturers 
Ltd is relinquishing the office of secretary but will 
remain on the board and become financial director of 
the group. 

Mr H. Batty, a.s.a.a., secretary of Darley Mills Co 
Ltd, has been elected to the board of the company. 


Mr H. R. Hands, a.s.a.a., has been appointed a 
director of G. H. Midgley & Co Ltd and E. A. 
Rodgers (Wholesale) Ltd. 

Mr L. A. W. Hawkins, A.C.A., ¢.a.(s.R.), chief 
accounts and finance officer of Rhodesia Railways in 
the Federation of Rhodesia and Nyasaland, has been 
appointed to the post of principal executive officer 
(technical) as from March 1st, 1956. 


Mr T. A. Wright, c.a.(s.n.), formerly assistant chief 
accounts and finance officer of Rhodesia Railways, 
has been appointed chief accounts and finance officer 
with effect from March rst, 1956. 


Obituary 
ERNEST EVAN SPICER, F.C.A. 


As briefly reported in our last issue, Mr Ernest Evan 
Spicer, F.c.a., died at his home at Chislehurst, Kent, 
‘ on February 13th, at the age of 77. He had been a 
member of the Council of the Institute for fifteen 
years from 1937 to 1952, when he retired through ill- 
health. 


Mr Spicer, who was the son of Sir Evan Spicer, 
served his articles with the late Mr Gerard van de 
Linde, founder of the London firm which bears his 
name. He was admitted an Associate of the Institute 
in 1902, in which year he founded, together with the 
late Mr E. C. Pegler, the firm of Spicer & Pegler, 
and was elected a Fellow of the Institute in 1908. 

He was formerly a director of the well-known 
tutorial establishment of H. Foulks Lynch & Co Ltd 
and was joint author, with Mr Pegler, of the many 


standard accounting text-books which have had so 
great an influence on the training of accountants. He 
was also the author of many articles and was very 
well-known as a lecturer. 

In 1937 he represented the Council of the Institute 
at the twenty-fifth anniversary celebrations of the 
Föreningen af Statsautoriserede Revisorer held at 
Copenhagen; while in 1948 he again represented the 
Council, on this occasion at the Year Day of the 
Netherlands Institute of Accountants. 

Mr Spicer served on the Central Price Regulation 
Committee during the last war and had wide interests 
outside his professional activities. He was an active 
member of the Magic Circl «and produced and 
performed in shows for charity. He was also treasurer 
of Cray Valley Hospital for many years and was 


-honorary treasurer of the West Kent Cricket Club; 


he did much to help sport and the development of 
playing fields near his home at Chislehurst. He took 
a great interest in animals and up to the outbreak of 
the last war he maintained a small private zoo in thie 
grounds of his home. 


ARTHUR JONATHAN FOSTER, F.C.A. 


It is with deep regret that we have heard of the 
death, on February 12th in his eighty-first year, of 
Mr Arthur Jonathan Foster, F.c.a., a former senior 
partner of Messrs Lord, Foster & Co, Chartered 
Accountants, of London. 

Admitted an Associate of the Institute in 1909, 
Mr Foster became a pattner in his firm in rọrọ, and 
was elected a Fellow of the Institute in 1915. He con- 
tinued in active practice until June 1944. 

In his younger days, Mr Foster took a keen interest 
in the guidance and instruction of students, and he 
was well known as a lecturer to the London, and a 
number of the PS students’ societies. 


The Institute of Chartered Accountants in - 
Ireland 


MEETING OF THE COUNCIL 


A meeting of the Council’ of The Institute of 
Chartered Accountants in Ireland was held in 
Belfast on Tuesday, January 31st, 1956. 


Attendance 


The President, Mr F. Cleland, was in the chair, and ` 
there were also present: 
Messrs G. F. Klingner, Vice-President; H. E. A. Addy, 
J. Bacon, G. A. P. Bryan, P. Butler, G. E. Cameron, 
M. M. Connor, A. E. Dawson, J. Graham, R. E. McClure, 
H. Trevor Montgomery, R. P. F. Olden, H. W. Robinson, 
J. Walker and D. McC. Watson, with Mr W. S. Orr, 
Secretary, and Mr H. Stevenson, Joint Honorary Secretary 
and Treasurer, in attendance. 

An apology for absence was submitted from Mr 
J.-F. Dempsey. 


February 25th, 1956 


The President welcomed Messrs Bacon, Bryan, 
Connor, Graham and Robinson to this the first 
meeting since their co-option to the Council. 


Vacancy on Council 
Mr Niall Valentine Hogan, B.comM., F.C.A., of 
Dublin, was unanimously co-opted to fill the vacancy 
on the Council resulting from the resignation of 
Mr Patrick J. Purtill, LL.B., F.C.A., F.S.A.A. 


Fellowship 


The following Associates in Practice were elected to 
Fellowship: 


Mr Edmund Francis McCambridge, aan ae 
Mr Patrick Kevin Doherty, Londonderry. 
Mr James Alphonsus Joy, Dublin. 


Associateship in Practice 


Mr Wiliam Terence Horscroft, A.C.A, Southall, 
Middlesex, was admitted to practice. 


Membership 


The following successful candidates at the Final 
examination held in November 1955 were admitted 
to membership as Associates hot in Practice: 


Barbour, David William (Portadown, Co. Armagh); 
Brassington, Trevor Francis (Dublin); Britton, Peter 
William ublin); Carroll, James G. (Clones, Co. 
Monaghan); Cody, Denis ‘Anthony Lorenzo (Dublin); 
Coppel, Ronald Lewis (Belfast); Cullen, William 
Christopher (Enniscorthy, Co. Wexford); Forde, Patrick 
Bernard (Ballyhaunis, Co. Mayo); Gavin, Margaret 


(Dublin). 

Haughey, Noel Christopher (Dublin); Houlihan, 
Edward Gerard (Kilmallock, Co. Limerick); Jennings, 
George William Bryan (Portadown, Co. Armagh); 
Kavanagh, James Ronald (Dublin); Kelly, Patrick Joseph 
(Dublin Kerins, John F. (Dublin); Kilcoyne, Bartholomew 

ublin); McCrae, Francis Ian (Belfast); McEvoy, 
Edward Gerald (Dublin); McGilligan, Patrick Th 
(Dublin); Mills, Maurice William (Belfast). 

Nesbitt, Denis (Belfast); O’Donnell, Don satel 
O’Hegarty, Brian Kevin (Dublin); O’Kan ane; Fergus 
Gregory (Belfast); O’Reilly, Gerard Laurence (Dublin); 
O’Sullivan, Edward John (Mullingar); Russell, Patrick 
(Thurles, Co. Tipperary); Savage, John Nelson (Belfast); 
Gone” Derek Arthur (Dublin); Winter, Harold James 

eitast). 


At a short ceremony, the President welcomed the 
new Northern Ireland Associates and presented 
certificates of membership. 


Death 


The death of Mr John Eric Cummins, A.C.A., Cape- 
town, in August, 1955, was reported and noted with 
regret. 


omas 


Joint Auditor 
Mr William Duffield, F.C.A., was unanimously ap- 
pointed Joint Auditor of the Institute (with Mr 
H. H Forsyth, F.c.a.) to fill the vacancy arising from 
the co-option of Mr J. Graham, F.c.a., to the Council. 


Next Examinations 


It was decided to hold the next examinations — Inter- 
mediate and Final~ on May 15th, 16th, 17th and rera 
1956, in Belfast and Dublin. 
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The ‘Red Book’ 


The 1956 List of Members (the ‘Red Book’) of The 
Institute of Chartered Accountants in England and 
Wales contains a full alphabetical list of members 
and their firms revised up to December rst, 1955. 

A topographical list of members is also given, 
together with the names of members of the Council 
and committees, and details of the Benevolent 
Association, the Library, and the district and students’ 


. societies. The total membership of the Institute is 


shown as 18,778 — an increase on the previous year 
of 626 — and is as follows: 








On Dec On Dec. 
Yst, 1954 Ist, 1955 Increase 
Fellows in practice Ga 3,668 3,771 +103 
Fellows not in practice 431I 458 + 27 
Associates in practice .. BEE 3,148 + 41 
Associates not in practice 8,963 9,372 +409 
16,179 16,749 





Nor IN ENGLAND OR WALES 
Fellows in practice 176 
Fellows not in practice 52 59 








Associates in practice .. 255 
Associates not in practice 1,491 1,503 
1,973 4,029 
Total membership 18,152 18,778 +626 


The Chartered Accountant Students Society of 
London 


The following meetings of the Pander Students’ 
Society will be held during next week: 


Monday: Visit to Martins Bank (limited numbers); 5.30 
p.m., at the Institute: Lecture on ‘Income tax losses’ by 
Mr 7. E. Talbot, F.c.a. Chairman: Mr W. K. Wells, 
B.A., F.C.A. 

Wednesday, 5.30 p.m., at the Institute: Introductory 
lecture for mechanized accounting course by Mr Dudley 

. W. Hooper, M.A., A.C.A. chief organizing accountant, 
National Coal Board. i 
7.30 p.m., at Southend: Lecture on “The machinery of 
income tax’ , by Mr W. Emery 

Thursday, 6.30 p.m., at Guildford: Lecture on “The 
practical approach to executorship’, by Mr M. W. 
Lockyer, A.I.B. ; 

dier at Birmingham: Joint debate on the motion “That 

an’s pursuit of happiness is his main-spring in life’. 
SS I5 p.m., at the Institute: Introductory course lectures 
on {1) ‘Audit practice and methods’, by Mr W. K. 
, Wells, B.A., F.C.A., and (2) “The law of gale of goods’, by 
"Mr A.C. Staples. 

Saturday, Fo am., at Luton: Lecture on ‘Auditing: 
special points’, by Mr W. T. Dent, A.C.A., followed by the 
annual general meeting of the Bedfordshire branch. 


Assistant Official Receiver Appointed 


The Board of Trade announce that Mr William 
Taylor has been appointed an assistant official 
receiver for the bankruptcy district of the County 
Courts of Ashton-under-Lyne and Stalybridge; 
Bkackburn; Blackpool; Bolton; Burnley; Oldham, 
Preston; Rochdale and Stockport. This appointment 
became effective on February 6th, 1956. 
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F.B.I. and the Royal Commission on 
Taxation 


The final report of the Royal Commission on the 
Taxation of Profits and Income and the report of the 
Millard Tucker (No. 2) Committee are the subject of 
comment by the Federation of British Industries in 
a newly-issued booklet. 

Though the Federation finds itself in agreement 
with the principles underlying most of the proposals 
in the reports — notwithstanding that it may differ on 
points of detail — there is one major issue on which it 
does not agree: that of inflation in relation to taxation, 
and, since it does not accept the Commission’s con- 
clusions as the last word on this subject, it seeks to 
present its own views. 

Copies of the booklet, price 2s net, are obtainable 
from the Federation’s offices, 21 Tothill Street, 
London, SWT. 


Liverpool and Manchester Students’ 
Residential Courses 


The education and joint tuition committees of the 
Liverpool and Manchester Societies of Chartered 
Accountants are holding their fourteenth joint 
residential courses for students at Burton Manor, 
Burton-in-Wirral, from Monday, March vorh, to 
Friday, March 23rd. 

The courses are open to both Intermediate and 
Final students who are in the offices of members of 
the Institute within the areas of the Liverpool and 
Manchester Societies. Vacancies for the sixty places 
available will be allocated so far as possible between 
the two areas equally. 

A comprehensive programme has been arranged, 
and as in previous years, the emphasis of the courses 
will be upon the group discussion following the 
lectures. The charge to students will be £6 6s, com- 
prising £3 16s for board and accommodation, and 
£2 10s for lectures. 


The Accountant Advertisement Rates 


Costs have continued to rise in the printing industry 
as in industry generally, and have now reached a point 
where an increase in the rates for classified and 
displayed advertisements has become essential. 

The previous adjustment in the basic rates for 
classified advertisements was made five years ago and 
for displayed advertisements as far back as 1948. The 
new rates for classified advertisements are given at 
page xviii. 

The decision to increase these rates has been 
delayed as long as possible and has now been taken 
only with the greatest reluctance. 
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Stamp-Martin Seminar 
A Stamp-Martin Seminar will be held at Incor- 
porated Accountants’ Hall on Friday, April 6th, at 
6 p.m. when Professor B. R. Williams, M.A., Professor 
of Economics at the University College of North 
Staffordshire, will lead the discussion on “The 
objective basis of investment decisions’. 
Those wishing to attend should notify Mr T. W. 
South at Incorporated Accountants’ Hall, Victoria 
Embankment, London, WC2. 


Our Weekly Problem 
No. 108: AROMATIC ` 
‘What is the size of the capital?’ inquired Mr L. U. 
Sidate: 

Brother Arthur was describing his recent visit to 
central Africa. 

‘Rather less than half the population live in Aroma 
which is within sixty miles of all points on the 
frontier. A wretched capital — mostly rather smelly 
mud huts. They say the square of the population of 
the whole tribe is equal to 1,000 times its area in 
acres. The cube of the population of Aroma is 1,000 
times the area of the whole tribe in square yards.’ 

What ts the population of Aroma? 

The answer will be published next week. 


ANSWER TO No. 107: Por Luck? 
If the length, breadth and height be 6+4, band A (in feet), 


then, Wall with door —=bh—“# 
ck wall =(b+4)h 
Front wall = t(b+4)A 
Wall opposite door =bh 
Ceiling = b(b-+ 4) 


The first three equal the fourth and fifth, equal 215 square 
feet. Eliminating h the equation becomes: 
563+ 32b*— 562b —2580 =0 
which has as its only possible solution b= 10. 
Height is 7ft. 6 ins. 


SEVENTY-FIVE YEARS AGO 

From The Accountant op FEBRUARY 26TH, 1881 

Letter to the Editor entitled 
CHARTERED ACCOUNTANTS 

Gm, WU any accountant kindly inform me in 
what way the “Chartered Accountant” obtains the 
tight to so designate himself? 

I, unfortunately, can only style myself “Fellow of 
the Institute of Chartered Accountants,” a title much 
inferior to that of “Chartered Accountant.” 

Has the “Chartered Accountant” obtained his 
charter from any other power than that which gave 
a charter to the Institute, by which I am entitled to 
put F.C.A. after my name? 

Yours, &c., 


London, Feb. 21, 1881. ENQUIRER. 






Telephone: Victoria 2002 (3 lines) 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


Results of Examinations held in December 1955 
! SUCCESSFUL CANDIDATES - HOME AND OVERSEAS CENTRES 


Adama, I. G. R., Burnley. 
Ainsworth, A., Manchester. 
Armstrong, G. R. , Johannesburg. 
Awang, C. Birmingham. 


y- 
Burton, J. B., Peterlee, Co. Durham. 
Cooper, A., Barnsley. 


Eggers, H. C., Durban. ` 
Evans, L. T., Fish Hoek, S. Africa. 


FINAL EXAMINATION 


PARTS A & B 


First Place (S. Laurence Gill Prize) 


Gibbons, J. C., Birmingham. 


Fish, T. H., Manchester. 
Foley, K., Matlock. 


Gilbert, J. F., Maracaibo, Venezuela. 


Hall, A. M. F., Wembley. 


Healy, H T., Warrington. 


Hecht, F. P., ' Johannesburg. 
Johnson, L. S., London. 
Morris, J. F., Llandudno. 
Owen, J. C., Johannesburg. 


on, New Zealand. 
e upon Tyne. 


Peate, R. H., Welli 
Pringle, N., New 


Richards, J. C., St Helens, Lancs. 


Siddiqui, A. H., Karachi, 
Streek, F, E., Pietermaritzburg. 


'Thillairajah, S., London. 


Warren, R. C., an. 
Webb, J., SA, , Cheshire, 
Wright, R. B. A. atfield, Herts. 


Zipp, D. W. H., Johannesburg. 


r21 candidates sat. Of these, 30 candidates (as ET above) passed A and B. 13 candidates passed Part A only, 12 candidates passed Part B 


Adams, R. E., Epsom. 

Alexander, F. W., Mt. Merrion, Eire. 
Anderson, R. J., { ohannesburg. 
Astbury, B. H., Coventry. 


Barrett, D. W., London. 


Barrett, R. G. M., Johannesburg. 
Bateman, OI Ga Mombasa. 
Beaton, A. C., Glenrothes, Fife. 


Bennison, ec Somerset West, S. Africa. 
Bishop, D. E. , Newport, Mon. 
Blakeway, F. S., Dudley, Worcs. 

Blyth, D., Dundee. 


pe Pia ., Bromley, Kent. 
Brearley, M. F., Chester. 
> Brown, J. F. , Troon, Ayrshire. 
SH i O 
08 


Su R. V., London. 
Carlow, A, London. 


, Bloemfontein. 
erivale, Middlesex. 
Cooper, w H., Dringhouses, York. 
Coppock, R., Leicester. 

., Edinburgh. 


Croft, R. S., Coseley, Staffa. 


t 


Crowther, J., Cleethorpes. 
Curry, W.L — Ipswich. 


6 candidates failed to secure any pass. 


Dole, G. R., Bombay. 
Duncan, M., Irvine, Ayrshire. 
Dunn, G., Sutton Coldfield. 


Earl, E. M., Penrith, Cumbs. 
Elton, D. A., Manchester. 
Evans, C. J., London. 


Fell, L., London. 

Fidler, E., Prestwich. 

Fisher, J. Mc, C., Lewes, Susser. 
Fishwi Manchester. 
Flannery, 3 W., Birmingham. 
Flint, L. R., Derby. 

Foster, R. H., Burton-on-Trent. 


Gardiner, S. R., London. 


Goffin, D. H., Chippenham. 
Goldsmith, E. E., Luton, Beds, 
Goldsmith, J. a Maidenhead. 
Goodacre, NM. S. Sutton Coldfield. 
Greening, A. Manchester. 
Grimmond, A.M Girvan, Ayrshire, 
Halliwell, H. J., See Lancs. 
Hampton, G. P., Brierley Hill, Staffa, 
Hanson, p a Whitefield, Lancs. 
Harrison, B , Johannesburg. 


Hawkins, dé GE Kent. 
Harby, R. D., Renfrew. 

Heaton, e G., Coventry. 

Holt, N.C Oldham. 

Horlock, P., ' Horsham. 

Ho rwood, I I. A., Ruislip, Middlesex. 


PART A (COMPLETING FINAL) 


Howard, D. T., Swindon. 
Hunter, J. S., Bonnybridge. 
Hutton, D. A., Lancaster. 


Jack, W., Huddersfield. 

feces J. G., Rotherham. 
ohnson, A ECG Sanderatead, Surrey. 
ohnson, E. G. F., London. 
ohnson, F. Hounslow, Middlesex. 
ole, R 5. s. 
ones, A, C., Newark. 

Jones, N., Leeds, 

Jones, R., Goring-on-Thames, 


Kirkbride, J. W., Coulsdon, Surrey. 
Kitchen, su N., Sunderland. 
Krishnaswami, YV, N ., Jamshedpur. 


Ladd, K. P., Westcliff-on-Sea, 
Lakshmanachar, P., Bangalore. 
Lawson, ., Stockport. 


Lord, ., Rossendale, Lancs. 


Macdonald, J. D., London. 

McKinley, H. M., Timperley, Cheshire. 
Macmahon, J. G. J., London. 
McManus, J. R., Bulawayo. 

Machin, K. D., Burton-on-Trent. 
Middleton, G., Spondon, Derbys, 
Middleton, P. F., London. 

Miles, R. E. L., ‘Hockley. Essex. 
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Millband, E., Bromley, Kent. 
Miller, R. A., Borrowash, Derbys. 
Mitchell, R. C., Exeter, 

Mogga, D. A., London. 

Moore, R. C., ' Belfast. 

Morton, D., Nottingham. 

Murao, B., De 

Murphy, W. Fs, Cork. 


Newton, C. R., Glasgow. 
Oates, S. B. ce London. 


Cé Geseis es . Vancouver. 
den, D. L., Milton Ernest, Beda. 
Ole S. e "Newcastle upon Tyne. 


Parrott, J. A. P., Greenock. 
Pass, W. G; Stockport. 
Pelling, P. À., Westerham, Kent. 


Phillips, G., Crewe. 
Philpott, B 
Pollett, |. W., Dech 


r 
Poyner, D. E., W 
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opalan, M. P., Delhi. 
Rede inghuys, J. N., ' Windhoek, SW. Africa 
Reid, D. C., Preston. 
Renshaw, A. D., Manchester. 
Roberts, P., Sheffield. 
Ross, A. MacD., Barrhead. 


aa P. L., Leicester. 
Sarkar, S , Manchester. 
Scott, T A., Banbury. 
Sea o , RB. EE 
S mbay, 

Sharpe E. Je “Suton C ‘Coldfield. 
Shaw, T., on, W, E» 

Shaw-Taylor, \ E., cee Surrey. 


= Ji 
Smith, A. B., Spee 
Smith, N. Lo Sunderland. 
Smith, P. A. F, Carshalton, Surrey. 
Smith, R. K., Birmingham. 
Sodeau E. A, Chadwell Heath, Essex. 
Soni, V. P., Bilimora, India. 


Prinsloo, D. = Park, S. Africa. Spratt, B. L. J., Southsea. 


*Pullen, G., 
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Thackray, J., Cape Town. 
Thorn, J., Gloucester. 
Thornley, H., St Helens, Lancs. 
Tryon, J. A, "London. 


Vaidyanathan, P. R., Bombay. 
Valters, A, Scunthorpe. 


Tra W., a 
Waller, D. E , Kingston upon Thames. 


Walton, I E, Ee 

Walton, K. M., West Bridgford, Notts. 
Warrier, V. K. 'S., Bombay. 
Weightman, N., Newcastle upon Tyne. 
Weston, D. W., London, 

Whitehouse, L. D., Chesterfield. 
Wilkinson, F. E., Hull. 

Wills, T., Birmi : 
Wilson, N. A "e oventry. 

Witherden, D London. 

Withington, F. ere A Manchester. 
Wood, F., London. 

Woolcott, E. W., Johannesburg. 

Wright, H. A., Manchester. 


468 candidates sat. Of these, 158 candidates (as listed above) passed. 310 candidates failed. 
* Donald L. Moran Prize for Management — Factory and Distribution. 


Bailey, A. E., Sheffield. , 
Batts, A. V., Oxford. 
Booth, F. W., Wolverhampton. 


. Cheney, G. H., Leicester. 
Cook, G.S. P., Colchester. 
Crawford, J., Manchester, 7 


De on F., Penmaenmawr, Caerns. 
Denhoim, G., ' Edinburgh. 


Field, DL, London. 


Galvin, T., St Helens, Lancs. 
Gibb, A G., Aberdeen, 
Gi „ Blackley, Manchester. 


ce S. E., Grays, Essex. 
Healey, A. T., Glasgow. 
Holroyd, E., Widnes. 


Jones, W. D., Penarth. 
Jowett, À., Huddersfield. 


Kennedy, A. O., Upminster, Essex. - 


Lauder, J., Walton-on-Thames, 
Lockett, J., St Helens, Lancs. 


McCabe, R K., aa Si 
McCallum, J. D., Glas 
Morris, E., Bromborcuehe: Cheshire. 


Nell, E. M., Harrow. 
Newman, Miss E. M., Wimbledon. 
Newton, A. J., London. 


Parker, N. S., Westcliff-on-Sea. 
Payne, J., Gravesend. 
Poole, C., St Helens, Lancs. 


PART B (COMPLETING FINAL) 


Raffin, W. A. F., St Albans. 
Ripley, Bo Ta Seascale, Cumbs. 


Scott, R. B., Bangor, Co. Down. 
Skidmore, F. G., Glasgow. 
Smith, N. A., Ilford, 

Stiles, R. J., Bristol. 

Street, R. V., Southampton. 
Subramanian, N., Bombay. 


Taylor, C. H., Nottingham, 
Taylor, E. Torquay. 
Trew, K. zk Hemel Hempstead. 


Tysome, J. W., Nuneaton. 
Venables, W. G., Wrexham. 


Ward, R. H., London. 
Winspear, B. S., Middlesbrough. 


83 candidates sai, Of these, 44 candidates (as listed above) passed. 39 candidates failed. 


Summary of Results (Home and Overseas Candidates) 
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TAXATION AND SHIPS 


HEN, on February 17th, the CHANCELLOR OF THE 

\ \ j EXCHEQUER announced the discontinuance of the invest- 

- ment allowance, he said it would be subject to exceptions 
in favour of capital expenditure on the construction of ships and 
on scientific research assets. The special position of ships in 
the matter of taxation received further emphasis last week 
at the seventy-ninth annual meeting of the Chamber of Shipping 
of the United Kingdom. Besides being mentioned in the annual 
report adopted by the meeting, and in the presidential address of 
Mr KENNETH R. PELLY, M.C., it was the subject of a resolution 
proposed by Mr C. W. Aston, a.c.a., the chairman of the 
Chamber’s taxation committee. 

The resolution, which was duly passed, was divided into four 
parts. It recorded the disappointment of the meeting that the 
Royal Commission felt precluded from recommending tax relief 
to shipping; it stressed the special need for such relief in view of 
international competition, particularly from shipowners flying 
‘flags of convenience’; it welcomed the CHANCELLOR’s discrimina- 
tion in favour of ship construction; and it urged the Government 
to have full regard to the Royal Commission’s observations on a 
more selective application of the investment allowance. 

In moving the resolution, Mr ASTON pointed out that the fact 
that British shipyards are booked up for three or four years 
ahead was misleading. A large part of the orders was for tankers or 
from foreign shipowners. The amount of dry-cargo tonnage in the 
United Kingdom had fallen in the last eight years; the increase of 
14 million gross tons in that period was more than accounted for 
by tankers. Mr Aston also made the point that whatever the 
reserves for replacement appearing in shipowners’ balance sheets 
might show, those reserves would bear a shrunken appearance 
when translated from £s. into ships. Since the initial allowance 
was first introduced, the cost of building a ship had more than 
doubled. As the rate of investment allowance was still only 20 per 
cent he could not see how the capital allowances of today could 
even approach the minimum annual investment in ships which 
was essential if our mercantile marine were to survive. 

The peculiarly international nature of the shipping industry 
means that British firms, paying taxes on the lavish British scale, 
have to compete directly with firms which can register in a 
country where there is neither income tax nor profits tax. At the 
same time, as long as the British system of capital allowances 
gives rise to anomalies, then the very nature of ships in their size 
and costliness brings out those anomalies in mote striking form. 
It is no doubt these two things together which have persuaded the 
CHANCELLOR to continue investment allowances on ships. 
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COMPENSATION AND INCOME TAX 


HEN a company, which has as part of 

\ x / its stock-in-trade a large holding of 

shares in a company for which it acts 

as secretary, sells them on terms that the pur- 

chaser will pay, over the purchase price, a lump 

sum in compensation for relinquishing the secre- 

taryship, is that lump sum a trading receipt for 
tax purposes? 

This, broadly speaking, was the question which 
was decided in Anglo-French Exploration Co Ltd 
v. Clayson ([1955] T.R. 291) when HARMAN, J., 
affirmed the decision of the City of London 
General Commissioners that the lump sum was 
a trading receipt. 

The facts were complicated. The appellant 
carried on business as a mining finance company 
and was assessed on its profits under Case I 
of Schedule D. It also provided agency, secretar- 
ial, and other similar services in London and in 
Johannesburg, the receipts and outgoings of which 
were included in the Case I assessment. In 
1949 it was providing services in both London 
and South Africa for three companies; in London 
only for another five. It held shares in some, but 
not all, of these eight companies, and it held 
shares in other companies for which it performed 
no services. Apart from the addition of three 
companies, there had been no change for fifteen 
years in the number of companies for which the 
appellant had acted. 

Since 1931 the appellant had provided secre- 
tarial services in Johannesburg to Kleinfontein 
Estates and ‘Township Ltd, a public company 
in South Africa. This was done under a formal 
agreement of 1931, modified in 1941, which was 
to continue from year to year until determined 
by either side on six months’ notice. The appellant 
received {1,500 remuneration and {60 office rental 
per annum; and a further {60 per annum from 
Kleinfontein for services performed in London. 

The issued share capital of Kleinfontein, 
consisting of ordinary shares of 5s each, was 
held as follows: 


The appellant and its nominees . 25,689 

The estate of the late SIR GEORGE FARRAR 
and its nominees >.: 29,930 
The estate of the late S. H. FARRAR 16,872 
Other shareholders Ss 14,599 
Total shares issued 85,000 
Zä E 


In 1942 there were abortive negotiations for the 
sale of the appellant’s holding at 35s a share 
(considered by its Johannesburg manager to be 
a fair price) and payment to it of a lump sum in 
compensation for relinquishing its office as 
secretary and agent of Kleinfontein. In 1949 the 
appellant accepted an offer by Philip Hull 
Securities Corpn. Ltd to purchase its holding 
(25,689) of shares and other shares totalling not 
less than 70,000 altogether. ‘The price was, to be 
35s a share and the purchaser was also to pay the 
appellant £20,000 on its tendering its ‘resignation 
as secretary of Kleinfontein. 

The trustees of the two Farrar estates agreed 
to participate by selling their shares at 35s a 
share, under an agreement under which they 
received a portion of the £20,000. Another 
portion of the £20,000 was paid to a director who 
resigned. The appellant retained £16,138. Some 
other shareholders also sold their shares at 35s 
to the same purchaser. Directors of Kleinfontein 
representing the appellant and one of the Farrar 
estates resigned and were replaced by representa- 
tives of the purchaser. 

The appellant credited the £16,138 to a reserve 
account as ‘compensation for loss of office’. The 
Inspector took the view that the £16,138 was a 
trading receipt and he caused an estimated 
assessment to be raised which included this sum. 
The appellant appealed to the General Commis- 
sioners. Its chairman and managing director 
gave evidence of the close connection between 
the appellant and the late SIR GEORGE FARRAR’S 
estate. He said there was no likelihood of the 
trustees accepting an offer for the shares with- 
out consulting the appellant. It is important 
to observe that at the hearing before the Com- 
missioners it was agreed between the parties, 
and accepted by the Commissioners, that the 
£20,000 was not part of the consideration for 
the shares. 

Before the Commissioners, the appellant con- 
tended that the £16,138 was part of the price paid 
by a third party as consideration for its giving 
up an agency contract. The case was accordingly 
distinguishable (in the appellant’s submission) 
from that of a payment received by the agent from 
his principal (see Kelsall Parsons & Co v. C.LR. 
(17 ATC 87; 21 T.C. 608)). The appellant 
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also contended that the agency contract and the 
tight to perform the duties thereunder was a 
capital asset of the appellant, and the £16,138 
received for it was a capital receipt, not a trading 
receipt. 

The Crown argued that the appellant had re- 
ceived the {16,138 as compensation in the ordin- 
ary course of its business and not in consideration 
of a sale or any analogous transaction; that the 
agency agreement and the right to perform ser- 
vices were not an asset which the appellant could 
or did sell and that the fact that a third party paid 
the compensation for its loss was immaterial. If 
any such sale or analogous transaction took place, 
the proceeds were profits of a financial transaction 
of a mining finance company. In either event the 
sum was a revenue receipt and taxable. 

Before HARMAN, J., it was argued for the appel- 
lant that the real distinction as between capital 
and income was between a payment made for a 
contract, i.e. for its acquisition by a third party, 
and a payment made under the contract, i.e, 
compensation for the loss of advantages which 
the contract brought. His lordship said this was 
an echo of Row att, J.’s judgment in CIR v. 
Northfleet Coal & Ballast Co Lid (6 A.T.C, 1030; 
12 T.C. 1102); as to which LAWRENCE, J., in Bush, 


Beach & Gent Lid v. Road (18 A.T:C. 144; 22. 


T.C. 519) said: 


“The sum paid, in my view, represented profits 
which the appellants would or might have made 
under the contract, and not the purchase price of 
the contract itself.’ 


His lordship (HARMAN, J.) said that he did not 
think this distinction, even if it were a true one, 
was relevant to the present case. 

The learned judge referred to the two lines of 
cases on the assessability of compensation moneys. 
Of those in which the money was held to be 
capital, perhaps Van den Berghs Ltd v. Clark 
(14 A.T.C. 129; 19 T.C. 390) is the best known. 
On the other side, Kelsall Parsons & Co v. 
CLLR. (17 A.T.C. 87; 21 T.C. 608) is typical. 
His lordship said he found it very difficult to 
understand the distinction — it seemed to go very 
near to saying that the question depended on the 
importance to the company of the particular asset 
in question, but he could not suppose that the 
answer depended on a mere question of amount. 
Equally he could not see why the probable 
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duration of the contract should make any 
diference. 

The Crown had contended that the appellant 
had itself described the payment as compensation 
for loss of office in its own accounts and that, as 
the loss of the office did not cripple the profit- 
making structure of the company, the cases 
showed that it must be treated as an income re- 
ceipt. However, his lordship said it would not help 
merely to give the payment a name and decide 
on that ground; and he quoted the observations 
of Lorn Moncrieff on this topic in Barr, Crombie 
& Co Lid v. C.I.R. (24 A.T.C. 55; 26 T.C. 406, 

13). 

i uii J., also rejected the appellant’s sub- 
mission that the £16,138 was the purchase price 
paid by a third party on the sale by the appellant 
of a capital asset. It was no part of the appellant’s 
business to buy and sell gecretaryships. They 
could not be bought and sold at all in the ordinary 
sense. The reason why the £16,138 could be 
obtained lay in the appellant’s peculiar situation. 
It held (together with a friendly shareholder) 
a majority of Kleinfontein’s shares. It also held a 
contract to act, as Kleinfontein’s secretary. So 
long as the appellant and its ally controlled 
Kleinfontein and nominated its board, the 
secretaryship was a valuable asset as the directors 
would not terminate it. If either the appellant 
or its ally disposed of their shares, the secretary- 
ship was worth no more than six. months’ 
purchase. How was the appellant able to obtain 
some twelve years’ purchaser Simply by refusing 
to sell its shares except on the terms that it should 
receive this sum in addition to the purchase price. 
The same consideration applied to the other large 
shareholder, and the fact that he got part of the 
£20,000 showed that it was not compensation for 
the loss of the office of secretary. 

Even accepting the finding that the £20,000 was 

not part of the consideration for the shares, the 
payment was a sum which the appellant was able 
to exact by reason of the fact that its concurrence 
was essential if the purchasers were to obtain 
70,000 shares. The £16,138 was in fact a sum 
earned in the course of the appellant’s trade, viz. 
the sale of shares. Even if not part of the purchase 
price of those shares, it was earned only because 
of the holding of them and by way of inducement 
to part with them. On this analysis the money was 
a trading receipt, chargeable to tax. 
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OF BANKS AND 


DISCOUNT HOUSES FOR 1955 


CONTRIBUTED 


D 


URING 1955, the big five joint stock 
Ir and the three big discount houses 

have, through no fault of their own, 
suffered exceptionally heavy losses and deprecia- 
tion on their large portfolios of British Govern- 
ment securities. 

Among the banks, only one shows its gilt- 
edged investments at less than market value: the 
other four state by way of note that these invest- 
ments — all redeemable at fixed dates within ten 
years — appear in their balance sheets at or under 
cost and below redemption price and give their 
market value which shows a depreciation varying 
between £30 million.and {10 million (in one case 
the depreciation considerably exceeds the aggre- 
gate of the bank’s disclosed reserves). 

The notes make it clear that no provision has 
been made for this difference (in two instances 
significantly stating neither by transfer from 
‘contingency or other reserves’ or from ‘contin- 
gency reserves or from the reserve’ or out of the 
current year’s profit). In three cases it is stated 
that provision is regarded as unnecessary; in two of 
these reasons are given, namely, (a) since it is the 
opinion of the directors that in the ordinary course 
of business the investment in British Government 
securities will realize not less than the amount at 
which it is included in the accounts; and (b) as all 
the securities are redeemable at fixed dates. 

The profit and loss accounts of all four banks 
indicate, as usual, that the profit has been arrived 
at after making transfers to inner reserves out of 
which reserves provision has been made for 
diminution in value of (current) assets. All but 
one apparently thought this statement by itself 
to be inconsistent with the position set out in 
the note and accordingly they added qualifica- 
tions, namely, (a) except to the extent of an un- 
realized diminution in value of British Govern- 
ment securities amounting at December 31st, 
1955, to £30 million; (b) except in 1955 as stated 
in note 4 above; and (c) subject to note x on the 
balance sheet. Each bank showed an increase in 
its figure of profits over 1954: it is perhaps not 
surprising in view of the intricacy of bank 
accounts that thts increase was regarded in many 
quarters as evidence of increased prosperity. , 

The opinion of the auditors on the true and 
fair view of the state of affairs and of the profit 


‘ascertained in the manner therein indicated’ was 
stated by them to be ‘subject to note x’ or to the 
accounts being ‘read in conjunction with note x’. 

Of the three discount houses, only one shows 
its gilt-edged securities at market value and is 
still left with an undisclosed reserve for con- 
tingencies in addition to its disclosed reserves. 
The amount of the depreciation of such securities 
in the other two companies is given in a note 
which states that provision is considered un- 
necessary as all the securities are redeemable 
at fixed dates: in each case the depreciation 
exceeded the disclosed reserves by a material 
amount. The additional information is given 
that at December 31st, 1954, the market value was 
in excess of the balance sheet amount but the 
extent of such appreciation is not given. In all 
three companies the narrative in the profit and 
loss account has undergone a change:.‘Profit for 
the year’ becomes ‘Balance for the year’ and is 
arrived at after making a transfer from con- 
tingencies reserves, the amount of such transfer 
having been used by one company to write down 
securities to market value and to provide for 
realized losses. The other two companies direct 
attention to the note dealing with depreciation 
and the auditors’ report that their accounts give, 
subject to this note, a true and fair view of the 
state of affairs and of the ‘balance’ for the year. 
In the case of the other company the auditors use 
the word ‘results’. Dividends paid exceeded, in 
two cases substantially, the largely decreased 
balances for the year. 

There are, no doubt, good and sufficient reasons 
—having regard to the special nature of the 
business undertaken by banks and discount 
houses — why they should be exempted from some 
of the accounting requirements considered to be 
essential to give a true and fair view of the 
accounts of companies in general. The circum- 
stances of the past year, however, lend emphasis 
to the suggestion, made to the Board of Trade by 
the Institute in 1951, that the auditors’ report in 
such cases should omit the words ‘true and fair’ 
and merely state that the accounts are properly 
drawn up to disclose the state of affairs and the 
profit or loss so far as is required by the pro- 
visions of the Companies Act applicable to the 
class of company concerned. 
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STANDARD OF GOOD REPAIR 


Ruling under Housing Repairs and Rents Act, 1954 
CONTRIBUTED 


of repair required in order to entitle a 

landlord to recover a repairs increase 
under the Housing Repairs and Rents Act, 
1954, have to some extent been resolved by the 
decision given last January by the Court of Appeal 
in Catmur Lid o Moss. 

Apart from the execution of repairs of the 
minimum value to qualify for the increase, two 
conditions must be satisfied; and they must be 
satisfied not only at the time when the increase 
begins to operate, but throughout the whole 
period during which the increase is claimed. 


Dre and difficulties as to the standard 


Conditions for Recovery of Increase 
These conditions are firstly, that the house is in 
good repair, and secondly, that it is reasonably 
suitable for occupation having regard to the 
matters set out in paras. (6)-(A) of Section g (1) of 
the Act, viz.: stability, freedom from damp, 
natural lighting, ventilation, water supply, drain- 
age and sanitary conveniences, and facilities for 
storage, preparation and cooking of food and for 
the disposal of waste water. These matters, 
together with the state of repair, have to be taken 
into account for the purpose of determining 
whether the house is fit for human habitation. 
A new test, however, is in this respect laid down 
by Section g (1) of the Act. Under the relevant 
provisions of the Housing Act, 1936, as to fitness, 
such as the provisions, for instance, of Section 2 
imposing an implied obligation of repair on a 
landlord of dwellings of low value, the test of 
fitness required the house to be o all respects fit. 

Under Section 9 (1) of the Act of 1954, on the 
other hand, the fact that the house may be unfit in 
some respects will not necessarily render it unfit. 
For this purpose it must be so far defective in 
one or more of the matters specified above as 
well as in the matter of repair, that it is not 
reasonably suitable for occupation in that con- 
dition. 

Even if a house satisfies the standard of fitness 
as laid down by Section 9 (1) (supra) it may never- 
theless not be in good repair; and there can be 
little doubt that the standard of repair required 
is higher than the lower standard which may be 
just sufficient to prevent the house from falling 
into the category of an unfit house. 


Definition of Good Repair 


Section 49 (1) of the Act contains definitions of 
‘good repair’ and ‘repair’. ‘Repair’ will include 
maintenance but it will not include improvement 
or structural alteration, or the provision of addi- 
tional or improved fixtures or fittings. And ‘good 
repair’ is defined as meaning that having regard 
to the age, character, and locality of the premises, 
they are in good repair both as respects structure 
and as respects decoration. 

Clearly Parliament had in mind in enacting this 
definition the principle laid down in Proudfoot 
v. Hart (25 Q.B.D. 42). Under Section 31 (1) of 
the Act, however, for the purpose of determining 
whether the house is in ‘good repair’ one must 
exclude any defect due to any act, neglect or 
default by the tenant or any person claiming 
under him, or to any breach by the tenant or such 
a person of an express agreement. 


Certificate of Disrepair 


Upon the service of a notice of repairs increase, 
the tenant may apply to the local authority for a 
certificate of disrepair, and if he obtains such a 
certificate, the increase will automatically be 
suspended. 

The landlord, if he considers that the house is 
in good repair, has only one course open to him, 
and that is to bring proceedings in the Court for 
the recovery of the increase. In these proceedings 
the Court will determine whether the house was 
or was not in good repair at the date of the certifi- 
cate. If they decide that it was in good repair, the 
certificate will cease to be in force, and it will be 
deemed never to have been in force. 

On the other hand, if the landlord considers 
that any items of disrepair have been properly 
included in the certificate, his proper course in 
such a case would be to execute the necessary 
work and then to apply to the authority to revoke 
the certificate. If the authority should refuse to 
revoke it, then the landlord must apply to the 
Court for its revocation. 


Can a Certificate be Void ? 
One of the important points determined in 
Catmur Lid v. Moss was whether a certificate of 
‘disrepair would automatically be void, if it con- 
tained items which could not properly be included 
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such as, for instance, items requiring the execution 
of improvements or the structural alteration of 
the premises, or items involving the execution 
of excessive work. 

The Court of Appeal held that a certificate 
would not be invalidated by reason of the 
inclusion of such items. In support of this con- 
clusion, it must be pointed out that the Act by 
the proviso to Section 31 (1) expressly directs the 
authority to ignore questions of liability for the 
execution of the work in the preparation of the 
certificate. The authority are to view the premises 
as they find it, and to ignore the question as to 
whether any item of disrepair is due to the act, 
neglect or default of the tenant or of any person 
claiming under him, or due to any breach of 
express agreement. 

But while the authority must ignore these 
items in preparing their certificate of disrepair, 
the Court, on the other hand, in determining the 
question of good repadr, must exclude. items of 
disrepair due to such causes. 

One consequence of the decision of the Court 
of Appeal on this point will be, it seems, to give 
the sanitary inspector a very open hand in 
including whatever items he may desire. In one 
of the certificates in the above case for instance, 
even a dustbin had been improperly included as 
an item of disrepair! The landlord, on the other 


hand, on receipt of the certificate will have to 


determine for himself which items are, and which 
are not, properly included in the certificate, and 
if he should err in this respect, he may find that 
neglect to comply with even a single require- 
‘ment of the certificate, perhaps at little expense, 
may disentitle him from recovering the increase. 


Previous Notice of Disrepair not Necessary 


A further point determined by the Court of 
Appeal in relation to the certificate, was that it 
was not necessary for the tenant to have given 
prior notice to the landlord of the items of dis- 
repair to be included in the certificate. The 
common law rule that a landlord cannot be made 
liable under his covenant to repair unless. he has 
been given notice of the disrepair, was held not 
to apply to the issue of a certificate of disrepair 
under the Act. The certificate was the notice, and 
the suspension of the rent began to operate 
immediately on its service. 


The Standard of Good Repair 
To deal now with the all important point as to 
the standard of ‘good repair’ necessary to entitle” 
a landlord to recover the repairs increase. 
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In the Moss case, there were in fact only four 
items of disrepair, which were ultimately taken 
into account by the Court, and these were held 
sufficient to prevent the house from being in a 
state of good repair. According to the findings of 
fact, there was a patch of damp of about one square 
foot on the ceiling of the kitchen; the paper in 
the kitchen was dilapidated and dirty although 
that room had been redecorated about a year 
previously, and the ceiling was also flaking; there 
were two loose boards in the passage leading to the 
kitchen, which gave three-quarters of an inch, 
whilst the next one caught the toe and ‘could’ 
be dangerous, and finally the nosing of one of 
the stair treads was defective and equally ‘could’ 
be dangerous. 


The main argument on behalf of the landlords 


was that the mere fact that there were some items ` 


of disrepair in a room or a part of the house did 
not thereby render the house as a whole in a state 
of disrepair. In other words it was necessary to 
regard the house as a whole, and to determine 
whether the house viewed objectively, as a whole 
was or was not in a state of good repair. The Court 
did not accept this as a test. The question in their 
view was one of fact and degree. It was necessary 
to take into consideration the fact that Parliament. 
was legislating for the poorer type of house and 
the poorer type of tenant, to whom protection 
was to be given. 

It was necessary to consider such matters as 
the health and comfort of the occupiers and 
the likelihood of physical injury to them. 

‘Thus dampness was liable to affect health, and 
a bad state of decorative repair the comfort and 
enjoyment of the property, and the tenant in such 
a case may be ashamed of inviting people to the 
house. Again, loose boards or defective stair 
treads for instance, might be likely to cause 
physical injury. 

Further, the fact that the disrepair was in such 
parts of the house as were constantly in use, such 
as a bedroom or a living-room or even a passage, 
leading to a living-room such as the kitchen, 
would be sufficient to constitute the house in a 
state of disrepair. In other words, each and every 
part which was constantly in use had to be in 
good repair; and if any such part was not in good 
repair, the whole house had to be regarded as not 
being in a state of good repair, and the repairs 
increase would upon the issue of a certificate of 
disrepair be suspended. 

The Court suggested that a tenant might also 
challenge the increase by refusing to pay the 
increase without even obtaining a certificate. 
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NORTH AMERICAN COMMENTARY — LXVIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, December 1955 


Accountants and Tax Practice 


N a reported address to lawyers, Dean 
[Ee N. Griswold, LL.B., of Harvard 
University School of Law, says the “practice 
of law’ formula is not a sound approach if taken 
to include a rule that any matter involving 
application of statutes, regulations and Court 
decisions may only be handled by a lawyer. 
Otherwise, he asks, must all policemen, all city 
clerks, all legislators, be lawyers? But he points 
out that the Treasury Department Circular uses 
the word ‘agents’ for persons allowed to practise 
before it who are not lawyers, and he thinks the 
certified public accountants have made a mistake 
in seeking to shelter under their wing many 
‘agents’ who are not certified public accountants. 
He also affirms 
‘the clear and undeniable fact that many lawyers 
are not qualified to practise tax law’. 


Turning, however, to the subject of tax 
planning for corporate reorganizations, family 
partnerships and pension plans, Dean Griswold 
suspects that a large amount, ‘including the 
drafting of often complicated instruments’, has 
been done by accountants and he doubts the 
wisdom and propriety of this. In this connection 
Mr Maurice H. Stans, C.P.A., immediate past 
president of the American Institute of Account- 
ants, says the Institute has specifically disap- 
proved the drafting of legal instruments of any 
kind by C.P.A.s and that it would discipline 
members who did so. He believes the number of 
violations of this is extremely small. 

Dean Griswold further states his opinion that 
the basic issue in the tax field is between lawyers 
and the smaller firms of accountants on the one 
hand and the great national accounting firms on 
the other. He thinks the “accounting factories’ 
are much less likely to call a lawyer into matters 
where he ought to be called in than in the case 
of the smaller accounting practitioner. Here 
again Mr Stans says that, to the best of his 
knowledge, Dean Griswold’s stated belief that 
these larger firms have law departments for the 
giving of legal advice is not correct. He points 


out that their size is necessary to meet the 
requirements of large national and international 
corporations. An editor’s note adds that all 
fifteen of the largest accounting firms which were 
interrogated on this point replied emphatically 
that there was nothing in their practices to 
justify Dean Griswold’s belief. Mr Stans says 
the American Institute agrees with Dean 
Griswold that the propriety of joint practice 
of the two professions by an individual who is 
both lawyer and C.P.A. is a subject worth 
studying by the national organizations of the two 
professions. He concludes that these professions 
are indebted to Dean Griswold and hopes that 
other lawyers will adopt his reasoned point of 
view and thus help towards a resumption of co- 
operative relations for which both professions 
have, in full measure, the necessary statesman- 
ship and leadership. 


The Controller, New York, 
January 

Office Machines and the Clerical Staff 
A survey by the National Office Management 
Association estimates that the number of offite 
machine operators will double every ten years 
and will increase from the present 150,000 to 
300,000 by 1960. It is not considered that the 
increased use of accounting machines will cause 
unemployment of book-keepers and cashiers, for 
some 888,000 are likely to be employed by 1960 
compared with 756,000 in 1950. 


N.A.C.A. Bulletin (National Association of Cost 
Accountants), 

New York, December 1955 

Responsibility for the Control Function 

Mr Alwyn M. Hartogensis, a chief methods 
consultant, tells how, during recent years, some 
companies have employed a control officer of 
equal authority with the accounting officer, on 
the ground that accountants have too narrow an 
outlook. He says that this shows the scarcity of 
broadly-trained accountants with management 
thinking. He deprecates in gerieral the introduc- 


etion of a new controller from the field of public 


accounting and the by-passing of the manage- 
ment field: For he thinks that the engineer who 
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has had short courses in management, in account- 
ing and mm budgetary: control, may be better 
qualified than the public accountant, while the 
broadly-trained accountant who has grown up 
with his company may be better than either. 


Canadian Tax Journal, 
Toronto, November-December 1955 
The Taxing of Capital Gains 


Mr Robert Tresilian examines the causes which 
recently led to a number of editorials, apparently 
prompted by an uneasy suspicion, that Ottawa 
tax collectors are widening their interpretation of 
the Canadian income tax laws to include the 
taxation of occasional profits in real estate or on 
the stock exchange. He detects a tendency to 
confuse the Tax Appeal Board, which is a Court 
of record, with the tax-gatherers themselves, 
to the.country’s detriment. He concludes that in 
Canada, as in Britain,.the law is unchanged and 
capital gains are still not taxable as income. 
Certain Court decisions which have been cited 
to the contrary are, he says, merely the result 
of distinguishing from the ordinary investor 
persons who carry on trading busimesses or 
ventures which have always been taxable. 


The Canadian Chartered Accountant, 
Toronto, December 1955 

Accounting Research Publication 
The Committee on Accounting and Auditing 
Kesearch of the Canadian Institute of Chartered 
Accountants has published the first annual 
summary of financial reports of 275 industrial 
and mercantile companies in Canada in 1953 
and 1954. With its statistical break-downs showing 
trends in presentation it is expected that this 
will become a handbook for administrative and 
practising accountants for the preparation of 
1955 year-end statements.? 


Accounting and Auditing Research 


In an editorial, Mr J. Grant Glassco, F.c.A., 
immediate past president of the Canadian 


Institute of Chartered Accountants, emphasizes 


the importance to the profession of a research 
programme. He welcomes the development in 
the Institute’s research activities during the past 
year, resulting from its appointment of a director 
of research. While a centrally located sub- 
committee is required for much of the detailed 
work, he asks whtther it may not be possible to 
share the burden by farming out specific probs 


1 See also leading article in The Accountant dated January 
28th, 1956. 
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lems to groups throughout the country. He 
thinks also that the development in Canada of a 
technical information service to assist the ac- 
countant practising alone is extremely desirable. 
Mr Glassco says it may be three or four years 
before the increasing membership makes it 
possible to finance the additional costs, but he 
considers that the research effort should take 
precedence over almost all other activities of the 
Institute. 


The Chartered Accountant’s Expanding 
Activities 

Addressing the annual meeting of the Canadian 
Institute, Senator H. deM. Molson, C.A., notes 
the abandonment by chartered accountants, 
during the past twenty years, of the bulk of their 
detailed checking in favour of test-checking, 
improvement of internal checks and controls, 
and the verification of balance sheet items. For 
coming expansion he looks to the field of manage- 
ment counsel which, he says, has thus far been 
largely pre-empted, almost by default, by 
management consultants. | 

He urges the chartered accountant to give 
attention to management studies like corporate 
analysis and organizational structure, pension 
and profit-sharing plans. He sees also the need for 
him to concern himself with budgetary control 
procedures which Canada has not yet developed 
to the extent of the United States. | 


Harvard Business Review, Boston, 
January-February. 

Stock Splits and Market Price 
The seventy stock splits on the New York Stock 
Exchange during the first three quarters of 1955 
exceeded the aggregate for 1928 and 1929 and 
approached the all-time record of seventy-four 
for 1946. Announcing this, Mr C. Austin Smith 
proceeds to examine the effect of such splits. He 
says it is axiomatic that they bring a genuine gain 
to the holder of the original stock, the most widely 
given reason being the resultant broadening of the 
market and increase in demand. He concludes 
that where the split-up has a sound economic 
foundation, it can benefit both corporation and 
shareholders, but it should be preceded by care- 
ful investigation and planning. It should be fol- 
lowed, he says, by a cash dividend increase at the 
next payment date, otherwise there is likely to be 
no genuine gain to the investor. Contrary to the 
general opinion, Mr Smith holds that stock split- 
ups alone do not effect automatically a lasting 
increase in the market price of stocks which 
already have a broad base of ownership. - 
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THE BOARD OF INLAND REVENUE AND 
THE ACCOUNTANCY PROFESSION 


by SIR HENRY D. HANCOCE, K.C.B., K.B.E., C.M.G. 
Chairman, Board of Inland Revenue 


‘Inspectors and Accountants 
HE Inland Revenue, like love, might well be 
described as ‘a many splendoured thing’ and 
in the course of your work you deal with a 
great many manifestations of the Revenue; but today I 
shall pia myself to your contacts with the In- 


spectors of Taxes. Fortunately, I need not in this 
company waste time by trying to describe the 
functions of the Inspectors of Taxes. 

I think I can say that your own functions are 
You are both 


equally well known to the Inspectors. 
equally engaged in transferring money 
from one pocket to another. The 
pockets are in different suits, of 
course, and there is a slight difference 
in the motives. The difference of 
motives points, I think, to a sharp 
difference of immediate responsibility 
between accountants and civil ser- 
vants. The member of your pro- 
fession is directly responsible to his 
clients; the civil servant.is directly 
responsible, as a member of a team, 
to his Minister through the various 
ascending grades of the official hier- 
archy. A Minister of the Crown may 
have to answer in Parliament for the 
acts of the man with whom you are 
negotiating, whereas you are free 
within the spirit of your professional code. 

I would ask you, therefore, always to remember 
that it is within this framework that your relations 
with the Inspector must lie. If he departs from his 
instructions, he may cause injustice elsewhere and 
may even imperil the general reputation of the 
Service for integrity and fair dealing. That means 
that you and he are not equally free. Indeed, it would 
be neither practicable nor desirable in a democratic 
system that the civil servant should have the free- 
dom given to the members of other professions. 
I dare say that the Inspector often envies the 
accountant his freedom within the range of the pro- 
fessional code of ethics and his duty to his clients. 
I do not doubt that the accountant may envy the 
Inspector his power of taking cover behind what he 
calls his head office. The important thing is that 
although these differences do exist, integrity of mind 
and character is common to both professional services. 

Let us, therefore, not lose sight of the greater 
responsibility of both professions to the general 


An address delivered to the London and District Society of 
Chartered Accountants, on January 16th. Mr R. D 
Matthews, J.P., B.COM., F.c.A., Chairman of the Society, 
presided, i 
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public. There is nothing vague or abstract about 
that responsibility. The immediate outcome of it is 
the figure of something over £2,000 million of direct 
taxation. You have a large part to play in the getting 
of this money and so have the Inspectors. Both 
operate in a rather mysterious world of law and 
figures; at least that is how it often appears to the 
general public and to a new-comer like myself, [ may 
say. 
Correct Enforcement of the Tax Code 

As I see it, the general public is entitled to be satisfied 
that the taxation code is correctly and 
equitably enforced. That means that 
the relations between the two profes- 
sions must be such that it is possible. 
for the tax-paying public to be 
convinced that this equity does in 
fact prevail. To make my point 
clearer let me remind you that our 
tax offices handle something like 
eighteen million people who are 
taxed under PA VE and who know 
full well that what they owe is 
promptly and accurately taken ‘with- 
out the option’. It is only natural, 
I think, that they should be concerned 
that all other taxpayers — some two 
millions of them — should be entitled 
to the same privilege of accurate and 
prompt taxation. A large number of the two million 
who pay under Schedule D have the same kind of 
feeling about the remainder of their group. 

I recognize that there may come a time when you 
are torn between rival claims, the interests of your 
clients and that wider responsibility to the public 
of which I have spoken. You must solve this problem 
under your own professional code of ethics, knowing 
that more than your personal standing is involved, 
because the general repute of your profession in the 
eyes of the public is at stake. It is indeed fortunate 
that for the public in general and for the Inland 
Revenue especially you have taught your clients to 
recognize this. That affairs go on from day to day 
with such comparative smoothness is, in no small 
measure, attributable to the courtesy and the co- 
operation which your profession so readily shows us, 
and for which I should like to take this occasion to 
say that we are deeply grateful. 
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Stock Valuatibn 
Courtesy and co-operation, on our side quite as 


e much as yours, are never more important than when 


we come to handle burning questions of the day. For 
example, at the present time both accountants and 
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Revenue officials are closely concerned with questions 
of stock valuation and with problems presented by 
many businesses whose takings are mostly in cash. 
These two subjects alone provide material for mis- 
understandings and no Ges you are often faced by a 
question from a client as to whose side you are on. 
We recognize that, and our Inspectors try to put 
themselves into a position in which they can under- 
stand the attitude of your clients. 

Misunderstandings can arise through the zeal of 
learners on both sides. I see many young men here 
present today and I hope they will not misunderstand 
me. A young man is apt to know what he knows very 
definitely, whereas when we get older we realize 
that there is a lot of grey between black and white. 
Good sense and tolerance, however, can overcome 
all these. little surface frictions and the informal 
contacts between district societies of accountants and 
district bodies of Inspectors are extremely valuable 
in keeping our relations right. 


Legal Avoidance and Evasion 


I should like to say a few’words about the two thorny 
questions of legal avoidance and evasion. First, there 
is what we call legal avoidance. It is natural that your 
clients should wish to order their affairs so as to 
attract the minimum of tax and plenty of authority 
can be found to support that view. You may have 
heard of the dictum of Lord Clyde. Equally, you may 
say that if some particular avoidance transaction is 
contrary to the public interest it is up to the Revenue 
to draw the line by taking steps to alter the law. 
Well, [ am not sure that these arguments carry one 
all the way. 

Legal avoidance in its widest sense means any 
transaction directed to the reduction of tax which is 
unnecessary or unnatural apart from tax considera- 
tions. At one end of the scale are genuine transactions 
the timing or form of which is altered from what it 
might otherwise have been in order to save tax. 
Examples are the boom in marriages near the end of 
the income tax year or the use of seven-year covenants 
where there is a genuine transfer of income. At this 
end of the scale there are no doubt many avoidance 
transactions which the ordinary man would probably 
regard as reasonable and proper as well as being 
perfectly legal 


At the other end of the scale there are devices. 


which crop up from time to time in inventive minds 
and which in certain circumstances may do violence 
to the whole purpose of the income tax. I suggest 
that it is not always a complete answer to say that if 
these devices are used it is up to the Revenue to 
alter the law. We may have to do it and indeed we 
are always doing it and it is a situation to which we 
are well accustomed, but there may be cases where 
counter measures “may involve disproportionate 
administrative cost, or may only be possible by 
restricting legitimate activities of companies by 
complicated avoidance legislation which ties people up 
in knots right and left. I will say no more about that. 
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I may be expressing a rather over-optimistic 
view but I am told that this matter does not now 
loom quite as large as it did between the wars. I 
think that it is a matter in which it 1s impossible to 
lay down general rules, but I believe that the ordinary 
man would like some line to be drawn. A reputable 
company with responsible advisers may not always, 
I hope, find it a complete answer that a transaction 
was legal, and might feel that there might well be 
some transactions that went beyond the limits of 
what should be allowed by professional standards 
and a sense of the public interest. 

Then there is tax evasion. No one can deny that 
we have had a very high standard in this country and 
still have, but the present high taxation has had the 
result of lowering standards in some quarters 
although I think there are probably more people who 
boast of tax peccadilloes than actually perpetrate 
them. However, where the door of opportunity is 
open, especially when there are cash transactions, 
there is no doubt that these things go on. Generally, 
the tax-evader of this sort deceives his own account- 
ant as well as the Revenue. You all know the story 
of two business men, one of whom was describing 
his pet scheme for evading tax. ‘How did you get 
that through your accountant?’ said one, and the 
reply was, ‘I did not get it through him; I got it 
past him’. 

Detection of Evasion 


I suppose the right answer to all this is that there 
should be such efficiency and activity on the part of 
the Revenue that tax evasion on any scale is bound 
to be detected sooner or later. We cannot say that yet. 
Shortage of staff and other difficulties have held us 
up, but we are now, unless I am deceiving myself, 
making substantial progress in the campaign t 
tax evasion. In the GE year of account we collected 
over £20 million in back duty and penalties from 
evaders. 

To clear the back-log of cases of this kind — and 
we always have a back-log—we naturally depend 
very much on the good offices of you gentlemen. 
As you know, a full confession and a speedy clearing 
up of the accounts in such a case always carry, and 
will continue to carry, great weight with us in 
deciding whether or not to prosecute in evasion 
cases, but we may well have to prosecute where 
evasion is associated with criminal actions such 
as perjury or forgery, or with pertinacious con- 
cealment of facts and long-continued and repeated 
misdoing. Otherwise we, who are responsible 
to Parliament through the Chancellor, are accused 
of creating one law for the rich and another for 
the poor, for the small evader who invents a non- 
existent wife and dependants for the purpose of 
allowance claims almost inevitably gets sent to 
prison. 

Avoidance and evasion are obviously difficult 


e questions and I do not want you to think that we do 


not realize as much as you do the burden of present- 
day taxation and the complications of our tax laws. 
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We think — and we hope that we are not misleading 
ourselves — that these complications are inevitable in a 
complex society, but we do not for a moment suggest 
that the system is incapable of improvement. It is 
vital to see that as few people as een are absorbed 
in the task of assessing and collecting tax. The side 
effects of tax law may be to force company capitaliza- 
tion into wrong channels or to impede legitimate 
business. All these things need constant con- 
sideration inside and outside the Revenue. - 


Value of the Views of the Profession 


Clearly you have a responsibility to the public to 
expound your views to the Government of the day 
and to do everything in your power to rationalize and 
improve our taxation methods, and the help which 
your profession gives to the Chancellor of the 
Exchequer and to ourselves is of the greatest value. 
You were concerned with wider issues when you 
submitted evidence to the Millard Tucker Com- 
mittees and to the Radcliffe Commission, and, of 
course, you gave them Mr Carrington, the President 
of your Institute, to contribute his wealth of experi- 
ence and his wisdom to their deliberations. 

I have tried to give you a brief outline of the 
relationships between ourselves and your profession. 
Our main contacts must always be at the District 
Inspector’s level and it is at that level that you have 
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to consider your clients’ interests. There must always 
be differences between us, I suppose, but if we 
continue to go on as at present, they are and will be 
tempered by wisdom and common ‘sense on both 
sides, and, I hope, on our side also by a business-like 
approach to our common problems. 
I have touched upon the principles that should 
uide both professions in the day-to-day relations 
Een you and the Inspectors. I have suggested 
that over and above our separate interests we both 
have a responsibility to the general public to see that 
the taxation code is correctly enforced and that there 
is not one section of the community which is not 
making its proper contribution. I have said a good 
deal, I am afraid, which will seem to be a statement 
of the obvious to many of you, but perhaps it would 
not seem so obvious to a visitor from Mars or even 
from Marseilles. I think it is perhaps useful from 
time to time in a country of strong traditions such as 
this country to stand back and look rather philo- 
sophically at some of the habits and conventions 
which, though we may not always realize it, provide 
much of the cement which binds our social fabric 
together. I think that the present relations of trust 
and confidence between your profession and the 
Revenue is one of those conventions which we do 
not always think about. May they continue and 
strengthen. 


THE WORK OF SPECIALISTS 
IN MANAGEMENT ACCOUNTING 


by F. CLIVE de PAULA, T.D., A.C.A., F.C.W.A. 


HEN the title of this paper was originally 
\ X / published by the Committee of the Liver- 
pool Society of Chartered Accountants, it 
read ‘What the industrial consultant aims to provide 
by management accounting’. The author felt that the 
three lectures already given in this series covered 
the ground most exhaustively. In order therefore to 
avoid covering ground already adequately discussed, 
he altered the title to that shown above. 
So that the subject may be tackled in an orderly 
way, it has been divided into the following sections: 


What must be provided; 

How to provide the right information; 
For whom? 

By whom? 

Why call in a specialist? 


A lecture delivered during the management accounting 
course of the Liverpool Society of Chartered Accountants, 
in Chester from December 2nd to 4th, 1955, with Mr E. N. 
Macdonald, D.F.C., F.c.A., President of the Society, in the 
chair. Three other. papers were read: ‘What the industrialist 
-wants from management accounting’ by MrG. A. Boardman; 
“The management accounting problems of the accountant in 
practice’, by Mr W. P. Scowcroft, a.c.a.; and “The manage- 
ment accounting problerns of the accountant in industry’, 
by Mr A, J. Platt, a.c.a. These papers are not reproduced. 


` What Must be Provided 


In his most comprehensive talk, Mr Boardman 
outlined quite clearly what it is that good industrial 
management expects to receive from a properly run 
system of management accounting. The field is 
extensive, and the demands are exacting. This 
merely sharpens the challenge to the accounting 
profession. 

Following Mr Boardman’s paper there is there- 
fore no point in attempting to describe what manage- 
ment accounting must aim to provide. It can, per- 
haps, be summarized by saying that industrial 
management at all levels must be provided with the 
right information to enable them to — 


(a) find the costs of different products; 
(5) control levels of current expenditure; 
(c) decide the financial implications of future 
policy. 
In addition, we must not overleok the possibility 
of providing information, which ‘hitherto has never 
been contemplated because human clerical processes 


are too slow, but which may now be made possible 
by computer-controlled data processing equipment. 
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How to Provide the Right Information 


How to. provide the right information to help manage- 
ment in dealing with the above problems is not as 
simple as it looks. It is very easy to fall into the trap 
of thinking that it is merely a question of calculating 
standard costs of products and of providing a simple 
mechanism for comparing actual with budgeted 
expenditure — or of thinking that it is just a question 
of mechanizing the book-keeping. 

These will probably be needed. But to cover the 
ground outlined by Mr Boardman, management 
accounting must range over far wider pastures than 
the above narrow field. It must be able to provide 
the right information about a host of other subjects. 
As for example on the financial effect of having too 
much, or too little, impurity in the final end-product — 
e.g. the water in wool, cereals, paper or coke; earth in 
a sack of potatoes, or ‘slate in coal. 

Likewise, whilst expenditure control is, of course, 
important, so also is active work on cost reduction. 
This means both reducing operating expenditures 
and also finding ways of reducing product costs by 
reducing material cost er content, by increasing speed 
of processing, and by improving design. 

Alternatively, management accounting’s most vital 
information may concern the recovery of fixed ex- 
penses, and the volume or the mix of sales needed 
to eliminate a red volume variance. But obtaining 
extra sales may not just be a question of bigger sales 
effort ~ information may be needed to show how to 
get a quart out of a pint pot (i.e. more output from 
the existing facilities). This in its turn may revolve 
round the records needed to bring to light excessive 
idle time which can be eliminated. Or a low level of 
output may be found to have resulted from paying 
too many extra allowances which have caused time 
to be wasted doing abnormal work which, in its turn, 
may have been caused by too short runs. 

Again, the pursuit of more profit may disclose 
that all is well with the above, and that the vital 
information concerns profit planning and selling prices 
and policies. The important thing may not be the 
profit percentage of total cost but profit per standard 
hour or even profit per standard hour of a bottle-neck 
operation. 

Similarly, it may not at first glance appear to be 
within the scope of management accounting, but it 
may be found that what is required is better organiza- 
tion or better production control. For it may be 
necessary to produce information which may have 
to go down deep enough to institute a complete 
upheavel of operating policy. 

Whilst each management accounting installation 
will not necessarily cover all of the above points in 
extreme detail, it must be able to cover them all. 
For these examples are given not as an exhaustive 
list, but merely as an indication of what may consti- 
tute ‘the right information’ in different circumstances. 
They also indicate the extent to which management 
accounting is inextricably bound up in the techni- 
calities of the industry it serves. 
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_ For Whom? 


So emuch for what we are aiming to do, and how. Now 
let us consider for whom we are doing this. For 
although they all want the same thing, i.e. better 
information and more profit, the method of achieving 
this will differ according to the size of the business 
concerned. 

In the very large industrial undertakings with large 
numbers of different operating units and employing 
thousands of men, a pilot installation is first required 
to decide how to apply these accounting techniques 
to that particular industry. Then an extensive train- 
ing programme is required to build up a team of 
accounting and technical experts who can undertake 
the enormous task of applying these accounting 
techniques to all the different operating units. Then 
in addition, owing to the problem of size, it may be 
necessary to make a special study of how to synthe- 
size vital information so that top management can- 
see the financial picture in the right perspective — . 
neither too close with too much detail nor too distant 
with blurred outlines. 

With medium-sized businesses, they require pro- 
cedures designed for their particular businesses and 
then they want, to have these procedures installed. 
Next comes the training of accounting and clerical 
staffs to operate these procedures, and the training 
of operating and accounting staffs to understand the 
figures that emerge. After installation and training 
are complete, there will eventually be the problem of 
rebudgeting and modifying the procedures to meet 
change. In due course there may arise the question 
of ‘auditing’ existing procedures to see that they are 
being correctly carried out, and ensuring that inter- 
pretation of the results is not erroneous. 

Small firms require the installation of procedures 
appropriate to their size and to their available clerical 
staff. Assistance may possibly be required with the 
assembly of final Pade each week or month. Then 
they will almost certainly want help with the inter- 
pretation of results and assistance for top manage- 
ment in deciding policy in the light of those figures. 
Assistance and guidance are likewise required in 
modifications to the system and in rebudgeting. 


By Whom? 


Such, then, are some of the main problems en- 
countered when trying to meet the requirements of 
different sized businesses. Now let us consider what 
part different people play in surmounting these 
problems, and why; so that we can see where we, 
as accountants, come into the picture. 

Many industrial accountants, like Mr Platt, 
obviously do a lot of it themselves, and Mr Platt 
outlined in his paper some of the difficulties he 
encounters. But it is impossible to escape the fact 
that there is a lot of detail work to do, and that it 
takes a lot of time to formalize on paper the inten- 
tions of management. However, a busy executive 
accountant usually has a full-time job on his normal 
day-to-day work, and may therefore have difficulty 
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in finding time for all this installation work. Thus, 
whilst the industrial accountant often knows what 
wants doing, and how to do it, he is generally faced 
with the sheer impossibility of finding the time to 
do it himself, or of finding anyone on his staff 
sufficiently skilled to do it for him. 

The practising accountant, too, finds the subject 
not without its practical problems. Though for a 
very large practice, the problems can easily be over- 
come by setting up its own specialist department. 
But for a small practice, it is just another subject to 
study, and it is therefore difficult for the partners 
to study it in sufficient detail. Though so far as their 
smaller clients are concerned, the application of 
management accounting is unlikely to prove very 


complicated and the partners probably feel confident - 


enough to cope with these. But, for slightly bigger 
jobs, the position does get complicated. For: 

(a) Installation work can take six to nine months 
or more, which dislecates staff duty rotas and 
normal audit and tax work; 

(5) It is not easy to get and keep staff of the right 
calibre for the type of work, especially if they 
have to mix it with audit and tax work. 

(c) Furthermore, men of the right training and 
experience to do this sort of work competently 
are probably in a position to command salaries 
that are relatively high compared with those 
paid in other departments of the office. 


Why Call in a Specialist ? 


At the Bristol and West of England Society of 
Chartered Accountants’ dinner in November 1955, 
the President of the Institute, Mr Carrington, 
pointed out that specialization in certain fields is 
inevitable and should be encouraged — and included 
this particular field of management EE 
specifically.t 

It would seem that this approach is a sound one, 

if we are not to become Jacks of all trades with the 
inherent danger of mastering none. Training and, 
above all, experience are needed to enable a quick 
appreciation to be made of the truly significant 
points such as: 

(2) The probable degree of efficiency of the 
factory management; 

(b) The probable degree of efficiency of the factory 
records and accounting; 

(c) The significance of different processes — where 
they begin and end, and their probable in- 
fluence on product costs and expenditure 
control; 

(d) Where and how measurement is needed of 
what goes in and what comes out; 

(e) How control will be affected if measurement 
is not obtained; 

(f) Establishment of control of materials and 


wasted work and their effect on work in pro- 


gress and end-year stock losses; 


1 Reported in The Accountant dated November 19th, 1955, 
at page 589. e 
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(g) Above all, how far, and where, it is safe to cut 
corners and where it would be dangerous. 

This specialization is all right for the industrial 
giants - they can employ their own experts, just as 
large breweries have their own tame architects. It 
is likewise all right for the accountancy giants ~ they 
can set up their own specialist departments. But the 
smaller industrial units need outside help to bring 
in wider experience in tackling the job — help which 
the smaller general practising firms may have dif- 
culty in providing, for the reasons already outlined. 

Of course, the G.P. ‘family doctor’ who does 
their audit and tax work is still vital to these smaller 
firms. As Mr Scowcroft pointed out, the general 
practitioner already does a lot of work to help such 
clients in the field of management accounting. How- 
ever, it is very difficult for the general practitioner 
to get specialist experience of these special fields. 
If he diagnoses that the patient needs a specialist, 
there are three courses of action open to him, He 
can set up his own specialist department; he can 
call in the specialist department of one of the account- 
ancy giants; or he can call in*a consulting specialist, 
who does no general practice work but specializes 
exclusively in this field. 


How the Specialist Can Help 


In such an event, the specialist can take over the 
burden of the installation work and of training 
the client’s own staff. At the same time he can keep 
the general practitioner fully in the picture of what 
is being done. Later on, when the time comes, the 
specialist may be able to help supervise any re- 
budgeting carried out by the client’s own staff — to 
ensure that, as a result of what may be rather limited 
experience, they do not fall into any unforeseen 
traps. For larger industrial firms, the specialist may 
also be called in to carry out periodic ‘management 
audits’, reviewing the whole operation of the differ- 
ent procedures to ensure that the client’s staff have 
not modified the system in such a way as to result 
in the control figures not meaning what they purport 
to mean. 

Meanwhile, the general practitioner takes over the 
‘patient’ again when the installation is complete. 
He then assists the client’s staff with minor queries 
in how to operate the system. In many cases, with 
the smaller firms, he can also provide valuable 
assistance, in cases where the client has little more 
than a book-keeping staff, by providing skilled staff 
every month to compile the important monthly 
figures. His help will ales be of value in the interpre- 
tation of the figures. Above all, he should be in a 
position to give guidance to management on the 
action required to be taken. In fact, as a result of this 
whole procedure, his own value to the client should 
be considerably enhanced, since’ the client should 
then have an accounting instrument, on which the 
ekilful practitioner can exercise his talents to an extent 
which was never possible so long as he was held in 
the bounds of the conventional profit and loss account. 
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WEEKLY NOTES 


The T.U.C. and the Coming Budget 


The General Council of the Trades Union Congress 
has sent a number of representations to the Chancellor 
of the Exchequer on the economic situation and the 
1956 Budget. As regards the latter, the General 
Council asks that purchase tax be lifted from kitchen- 
ware and other household necessities, and that the 
5 per cent and io per cent rates on clothing, footwear, 
textiles, and furniture should be abolished. The 
General Council also thinks that the Chancellor 
ought to help the people in the lower income ranges, 
especially those with family responsibilities, by 
raising tax exemption limits and increasing the child 
allowance. It points out that the minority report of 
the Royal Commission demonstrated that the exten- 
sion of income tax since before the war has resulted in 
a proportionately much greater rise in taxation on the 
lower mcome range of taxpayers than on those higher 
up the scale, and that the increase in the tax burden has 
been much greater on the family man than on single 
persons. The representations include a suggestion that 
any loss of revenue from these proposals could be 
kept down by adopting the minimum earned income 
relief recommended by the Commission, and if 
necessary could be recouped from persons with 
higher incomes or with no family responsibilities. 


Exchequer Equalization Grant 


A system of grants from the Treasury to local 
authorities was instituted in 1929 when industrial 
properties were partially derated. The present system 
of Exchequer Equalization Grant, totalling some 
£71 million per annum, has for some time been under 
attack from those county borough councils which, 
owing to their above-average rateable value per head 
of population, do not receive any grant. One of the 
more glaring anomalies was that the amount of rate- 
able value was to some extent a matter of local option. 
The revaluation just completed by the Inland 
Revenue has produced some startling results in its 
effect on the grant. Birmingham will lose £1,641,000; 
Liverpool will gain £1,183,000; while Manchester 
will go on receiving nothing. Six county boroughs in 
all will now receive grant although they did not do so 
before; another eight will cease to receive grant. 

It would be a mistake to regard the revaluation as 
securing complete uniformity. Dwelling-houses have 
been valued on a special, highly unreal, basis which 
takes into account local conditions as they were in 
1939. ‘Temporary bungalows erected for local 
authorities at the end of the war have been valued by 
the Inland Revenue at figures varying between £8 
and £30, compared with a range of {7 to. {21 before 
revaluation. ' 2 

We have obtained the above figures from a report 
published last month on behalf of a conference of the 
treasurers of the twenty-eight county borough. coun- 
cils, not hitherto receiving the grant. The: report 


follows previous ones in December 1952 and July: 
1954, and reiterates the recommendation that a new 
formula be adopted for allocating the grant, under 
which all authorities will get something and the cost 
of derating will be borne by the central authority. The 
point is made that at best the rateable value per head 
of population is a very crude and misleading figure 
to adopt as the sole basis of arriving at a local 
authority’s resources and needs. It is submitted by 
the report that a more equitable basis is the popu- 
lation figure, divorced from rateable value, but. 
weighted for children and old people, and for extreme 
sparsity of population. The report does not object to 
the use to a limited extent of rateable value per head 
as a weighting factor. 

The secretary of the conference of twenty-eight 
municipal treasurers is Mr G. C. Jones, F.S.A.A., 
F.I.M.T.A., the borough treasurer of Reading. 


This is Deflation 


Signs are not lacking that the Government’s policy 
of deflation is beginning to work. From now on it is 
not going to be a question of whether a halt can be 
called to the expansion of industrial output, but 
whether the brakes are being applied in the right 
place and what is the right amount of pressure. 

Such industries as furniture, domestic appliances 
and radio are all reporting reduced turnover. Most 
important of all, because repercussions from it are 
so quickly relayed on a large scale to'a wide variety of 
industries, is the further news of cuts in short-term 
production schedules in the motor vehicle industry. 
Vauxhall Motors announced last week that its 
schedules may have to be cut and that this would 
result-in reduced overtime. There is, as yet, no sign 
that the suppliers of basic materials to the motor 
industry are seriously affected by modifications in 
car production programmes and the demand for steel 
sheet is still reported to be very strong. It will not be 
long, however, before motor-car component manu- 
facturers have to announce reduced turnover if-the 
motor-car industry does not revise its schedules 
upwards. So far, only the British Motor Corporation, 
the Rootes group, and Vauxhall, have announced 
actual or impending modifications in their plans, but 
it is already known that Standard Motors will be 
involved in a big re-tooling programme this summer 
which is likely to affect employment temporarily. 

The Budget is due in just over one month. Between 
now and then the Chancellor of the Exchequer will 
have the opportunity to gauge the effect of his new 
measures which have yet to work themselves out on 
the economy. On the monetary side, the latest change 
in Bank rate, with its consequential reaction on 
interest rates for bank advances is bound further to 
embarrass those who are vulnerable to the price of 
bank accommodation. Already there are reports of 
serious difficulties being experienced, notably in 
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small concerns, due to difficulty in increasing their 
advances or paying the increased interest rates. In 
many cases these are connected with problems of 
over-trading and this in turn is often related to 
meeting tax demands in the final quarter of the fiscal 
year. Altogether, the pressure is building up and it 
will be a nice calculation for Mr Macmillan to decide 
how it is to be maintained without getting out of 
hand. Doubtless his eyes are fixed mainly on the 
balance of payments position, which has yet to show 
an improvement on its dismal performance over 
December and January. 


Changed Emphasis for Building Societies 


It has been apparent for some time that the building 
societies have been increasingly preoccupied with the 
possibility that their shares might be less attractive 
than other investments owing to the general rise in 
interest rates, while the onset of the credit squeeze 
could be expected to force a certain proportion of 
their shareholders into cash. For long enough the 
building societies’ problems could be viewed to a 
large extent in terms of mortgage policy. Those days 
are at an end. The increasing use of monetary instru- 
ments to control the economy in general is forcing 
the movement to take all factors into consideration 
very much as had to be done before the war. 

Last week-end the chairman of the Building 
Societies’ Association forecast further withdrawals 
from building societies to meet the credit squeeze as 
well as an easing in the demand for mortgages. He 
went on to emphasize the importance for building 
societies of building up liquidity and of meeting 
promptly demands for withdrawals. He pointed out 
that this could have an important stabilizing influence 
and that they should consider stimulating a savings 
campaign. Like many other industries and services, 
the building society movement has been operating in 
a seller’s market for the better part of twenty years. 
From now on it may have to be more sensitive to the 
public’s desire for cash as well as mortgages, a 
requirement to which some of the smaller societies 
were not particularly sensitive before the war. Since 
the. situation is becoming increasingly complex, it 
will not be surprising if there is a greater difference 
of opinion among societies as to the best policy to 
adopt at any particular time. It is noticeable that when 


Bank rate went up to 54 per cent, the Building: 


Societies’ Association let it be known that there would 
be no immediate increase in borrowing and lending 
rates since societies are looking more at the general 
level of long-term interest rates than in the short-term 
fluctuations in Bank rate which many societies will 
doubtless consider to be at a penal and therefore at a 
temporary level. Two societies, however, including 
the Halifax, which often takes an independent line in 
these matters, promptly raised their mortgage rates 
to new borrowers. In noticing such apparent dis- 
agreements of policy it has to be remembered that 
this country has become over-addicted to tidy -and 
unanimous views put out by trade and industry for 
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many years in the interest of superficial unanimity and 
conformity. Now that there is more flexibility becom- 
ing apparent in the economy, there is bound to be 
more apparent disagreemént and up to a point it is 
a healthy development. 


- Second Thoughts by Engineers 


When the engineering employers turned down the 
unions’ demands for a r5 per cent increase in wages 
in the engineering industry, the latter turned down 
the counter-offer with equal promptitude. Token . 
strikes following the employers’ decision met with a 
rather better response immediately after the last 
round of meetings and the unions showed little 
inclination to move away from their initial bargaining 
position. 

This week the unions have let it be known that they 
have sought fresh talks immediately in order to get 
what they describe as ‘an acceptable offer’. There is 
every indication that they have abandoned their 
starting-point of 15 per cent and the issue now is 
whether they will accept a percentage increase which 
it is within the power of the employers’ representatives 
to offer. It is thought that the employers have author- 
ized their representatives to go up to 8 per cent. At 
the moment, therefore (and the matter may be 
resolved between this issue going to press and the 
publication date), the. unions have rather more 
flexibility than the employers. 

It is apparent to the outsider that the maximum 
gap between both sides is 7$ to 10 per cent. The 
unions brought forward as one argument, when they 
made their initial claim, that profits were high in the 
industry. This argument is losing force the longer the 
negotiations drag out ~ though the professional union 
negotiators may for tactical reasons prefer to ignore 
the fact. If, however, there is a settlement reached 
between 74 and 84 per cent, it will be possible to say 
that the increasing deflationary pressure on the 
economy is beginning to have an effect on wage 
negotiations. It will be recalled that the miners 
accepted 8 per cent the other week and this might 
have been thought to have given a rough guide to the 
concessions which employers might have to make 
this year on wages in the major industries. By 
refusing to abandon the 15 per cent basis at the last 
round of meetings, the engineering unions clearly 
indicated that they intended to resist such a pattern. 


Indian Mill Loan 


It was announced at the beginning of this week from 
New Delhi that the rate of interest on the {114 
million loan (in addition to the {£15 million being 
loaned by the British Government out of India’s 
accumulated sterling balance) which is to be made to 
India by a syndicate of British banks for the new 
steel plant to be built by British cbnsortium, will be 
64 per cent. The terms of the arrangement apparentl 


- put the interest rate at 1 per cent above British B 


rate. The cost of the project, excluding freight 
charges, is estimated at £50 million. . 
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FINANCE AND COMMERCE 


Evidence that credit restriction is severely curtailing 
consumer demand is having a twofold effect in the 
stock market. Fixed interest stocks are supported on 
the assumption that 54 per cent may mean peak Bank 
rate, but industrial equities are sluggish on prospect 
of lower industrial earnings. 


Woolworth 


This week’s reprint gives the accounts of F. W. 
Woolworth & Co Ltd which for the first time 
include a consolidation in view of the Jamaican 
subsidiary company commencing to make its contri- 
bution to profits. This contribution was only 
£2,525 for the part year to June 3oth, after deducting 
preliminary and organization expenses but ‘this 
first venture occasioned unusually high overheads 
initially: for example, experienced staff from this 
country who were needed for training purposes’. 
The first Trinidad store was opened in November 
and two more, in Jamaica and Trinidad, are in 
prospect as well as one in Barbados. The effect on 
the figures of this expansion abroad is comparatively 
small and the consolidation runs very close to the 
parent totals. 

The reports of the directors and the auditors are 
dated January 16th, following the closing of the 
books on December 31st, and in this connection 
may be noted the policy of taking the subsidiaries’ 
accounts to June 30th. The directors consider that 
if accounts of the overseas companies were to 
corréspond with that of the company, it would 
occasion delay in the presentation of consolidated 
accounts. 

The consolidated view, state the auditors, is true 
and fair so far as is practicable having regard to the 
dating policy of the board. 


Rising Costs 


This Woolworth year has been one of new peaks in 
the volume of trading and profits. At year-end, 
a stores were in operation, forty-seven having 
een opened during the year. The experiment in 
self-service was extended to seventeen stores. 

Expenses, however, continued to rise generally, 
notably in salaries and wages, which could only be 
absorbed by increased sales. Even the addition of 
the National Insurance contribution of 1s per week ~ 
payable by employer and employee alike — as im- 
posed at the beginning of June last year, will mean 
no less than {£120,000 in extra cost to the company 
in a full year. 

Now there are the increased rating assessments. 
There is clear evidence, the chairman, Mr R. J. 
Berridge, states, that the shopkeepers’ contribution 
will be considerably greater. Assessments of some of 
the company’s stores have in some cases been raised 
as much as five times current figures and as near as 


can be estimated, the board calculates that the 
company’s rates bill will rise by £600,000 in the first 
full year, with further increases in succeeding years. 


Caterpillar in Scotland 


News of the expansion of operations by the Cater- 
pillar Tractor Company of America by the manu- 
facture of complete machines at Glasgow is given 
in the 1955 report. This, it may be noted, follows 
the opening of a factory in Scotland by General 
Motors for its Euclid subsidiary for the manufacture 
of Euclid earth-moving machines. Caterpillar is using 
funds for this expansion derived from earnings of its 
British Caterpillar Company, to which the United 
States parent is adding a further £3 million. 

The Caterpillar report excels in pictorial quality 


F. W. WOOLWORTH AND CO LIMITED 
AND SUBSIDIARY COMPANIES 


Notes to be read as a part of the Accounts for the year ended 
December 3lst, 1955 


MOVEMENTS OF RESERVES AND PROVISIONS 




















ie da 
GENERAL RESERVE 
Balance as at January lst aig is oe 5,500,000 5,000,000 
Less Transferred to Appropriation Account and 
Capitalized .. 1; n d 4 — 5,000,000 
Transferred from Devalopment Reserve _ 3,500,000 
Proposed Appropriation for year 2,000,000 2,000,000 
£7,500,000 £5,509,909 
FUTURE TAXATION 
Out of the amount of £9,100,000 reserved at 
December 3ist, 1954, £8,590,302 has been 
transferred to Current Taxation and the 
balance to Profit and Loss Account as part. 
of Over-provision for Taxation. 
PROVISIONS 
Obsolescence and Deprectation of Freehold 
and Leasehold Buildings: 
Balance as at January [st 1,800,000 { 700,000 
Added during tha year 100,600 100,000 
Balance at Decamber 31st , £1,900,000 £1,800,000 
Staff Pension and Banevolent Fund: 
Balance as at January Ist .. Ss 674,868. 696,510 
Deduct payments during the year .. 26,244 21,642 
£648,624 £674,868 








SUBSIDIARY COMPANIES 


{Statements pursuant to paragraph 15 of the Eighth Schedule to the 
Companles Act, 1948). 


Tho financial years of the Subsidiary Companies which are dealt with in 
the Consolidated Balance Sheet and Consolidated Profit and Loss Account 
of the ate A ended on June 30th, 1955. The Directors of the Company 
consider that if Accounts of these Overseas companies wero to correspond 
with that of cha Company, It would occasion delay In the presentation of 
Consolidated Accounts to Members of the Company. 

The Consolidated Balance Sheet and Consolidated Profit and Loss 
Account do not deal with the remaining Subsidiaries, since to do so would 
in the opinion of the Directors be of no real value to the Members of the 
Company In view of the Insignificant amounts Involved. None of these 
Companies has any assets or liabilities and none has mad» any profits or 
incurred any losses, No Accounts have been made up in respect Oh any such 
Subsidtary since its incorporation. 


R. J. BERRIDGE 
e W. J. TURNER } directors. 
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and, of course, is a PT of good accounting. In 
this, Scotland may take some pride, for Mr W. 
Blackie, C.A, one of the company’s two executive 
vice-presidents, obtained his accountancy quailifi- 
cation there. The main figures in these accounts 
(ro December 31st) were issued in preliminary form 
in Peoria on January 19th and the full report and 
accounts were received here within three weeks from 
that date. Past accounts have been given full re- 
production in these columns. This year we reproduce 
a short extract from the ‘Consolidated result of 
operations’, which forms part of the financial data 
additional to the actual accounts. Two of the four 
years covered are given. 

One of the pictures this year (17 inches by rı 
` inches) shows, in excellent colour, the remaking of the 
Oregon portion of the Salem to Portland highway in 
four lanes. It is calculated to save motorists $2.96 
(what accuracy!) on the round trip between the two 
cities in ‘gas’, wear and tear and time. 


Money Market 
With the bid raised to £98 135 (rd the average rate 
for Treasury bills fell to £5 4s 4:31d per cent on 
February 24th. Applications pelle £404,435,000. 
This week’s offer is £240 million. 
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CATERPILLAR TRACTOR COMPANY 
Consolidated Resuite of Operations 
eS Sa E 
Sales ..... Ee aerate $523,893,292 $401,040,840 
Costa: 
Inventories brought forward 

from previous year.....-.... $ 95,593,585 $110,298,932 
ee g e A 6 8 

p E Otel geg omsees 297,192,962 190,854,534 
Wages, salaries and Ge 

SE for $ 

ERR, See 173,725,978 125,672,404 
Portion of original cost of build- 

ings, machinery and equip- 

ment allocated to operations 

(depreciation and amorties- 

COD). cancers Kearse caisson ee cu 18,463,259 15,904,070 
Interest on borrowed funds.... 1,545,363 1,551,902 
Federal income and excess 

profits taxes......--.0060: 37,670,838 27,223,344 

$624,191,985 $471,505,186 
Deduct: Inventories carried for- 
ward to following year...... 135,071,775 95,593,585 


Costs allocated to year...... $489,120,a10 $375,911,601 


Profit for YORE uge boa Eeer 








$ 34,773,088 $ 25,129,239 
Profit percentage of sales........ 6.64% 6.27% 
Profit per share of common stock 
(after deducting preferred stock ° 
dividends} (1). cs cess ae eawies es $4.04 $2.91 


Cash dividends per share of com- 
mon stock A EE 


$1.60 $1.00 
(1) After adjustment for the 2 for 1 stock split in April 1955. 





F. W. WOOLWORTH AND CO LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
(Parent Company as at December 31st, 1955. Subsidiaries as at June 30th, 1955) 


1955 
CAPITAL AUTHORIZED AND ISSUED £ £ 


(a) 5,000,000 £i units of 6 per cent CHE e 
Preference Stock .. 


(b) 90,000,000 Ss units of Ordinary Stock 


5,000,000 


22,500,000 
ne 27,500,000 . 


REVENUE RESERVES 


(For movements of Reserves during the 
year see page 6.)* 


(a) General Reserve .. ee 


(6) Profit and Loss Account Balance ee pros 
posed Appropriations sà ns : 


7,900,000 


3,044,445 
owen «40,544,445 


(c) Future Taxation: United Kingdom Income 
Tax (Schedule D) for year E 5th, 


1957, payable on January lat, 19 9,530,000 


PROVISIONS 


(a) Obsolescence and Depreciation of Free- 
hold and Leasehoid Buildings Di Se 


{b) Staff Pension and Benevolent Fund 


1,900,000 
2,546,624 


There are outstanding (i Commitments 
estimated at £2,590,000 


R. J. BERRIDGE 
W. J. TURNER Y Directors. 


* Not reproduced — Ed. 





£50, 123,069 


+ 








1955 
FIXED ASSETS £ É 
(a) Freehold Propertjes Including thora in 
course of purchase and construction st cost 16,048,271 
Less Aggregate amount written off : 1,130,531] S 
14,917,740 
~ (b) Leasehold Properties Including those In 
pie of purchase and construction at cost 6,413,236 
Less Aggregate amount written off 3,665,841 
2,747,395 
(c) Axtures, Actingsand Furniture at cost .. 7,640,790 
Less Aggregate amount written off fe 4,008, 180 
3,632,610 
21,297,745 
INVESTMENTS 
British Government and Corporation quoted 
Securities at cost 4,172,561 
Less Provislon to reduce to Market Value at 
December 3ist, 1955.. 527,934 
3,644,627 
DIFFERENCE ON CONSOLIDATION 
Due to differing accounting dates) 335,772 
CURRENT ASSET 
Gi Stocks at or under cost . . 14,041,997 
(b) Amounts Receivable and ' Payments in 
Advance SS Gel Ke 690,666 
c) Tax Reserve Certificates CH SÉ ,, 41,440,000 
Treasury Bills e? ‘6 1,979,743 
el Cash at Bankers and In hand Be .. $9,534,437 
47 686,843 
Less 
CURRENT LIABILITIES 
(a) income Tax for the year (Ce no 
1956, payable on January SE 8,735,000 
(b} Profits Tax .. : . 1,925,000 
ee en 
i} Creditors and Accrued Charges . Te 7,438,168 
d} Proposed Dividend on Ordinary Stock .. . 4, 743 ‘750 


dE 


24,844,925 
£50, 123,069 


WET CURRENT ASSETS 
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REVIEWS 


Handbook of Modern Accounting Theory 
Edited by Morton Backer 


(Prentice-Hall Inc, New York; Bailey Bros. & 
Swinfen Ltd, London. 745 net) 
Weighing, at 24 lbs., twice as much as the average 
novel and running to over 600 pages, this outsize 
‘handbook’ covers, in twenty-one essays, ‘the major 
ateas of controversy in accounting’. Many of these 
problems, in the words of the editor, ‘reflect the 
dynamic conditions of modern society’. The con- 
tributors, in consequence, have been thoughtfully 
progressive in outlook, emphasizing probable future 
trends rather than dwelling on past theories and 
practices. In some instances, a number of the refer- 
ences have necessarily an American application only, 
but this need not deter accountants in this country 
from reading this nobly planned and valuable new 
a to the literature of contemporary accounting 


thou 

25" the authors are authorities on their subject 
and while it is difficult to discriminate in a collection 
of essays so uniformly excellent, mention might 
perhaps be made of two philosophic contributions, 
one on professional ethics in accounting, by John L. 
Carey, and the other on the future of accounting, by 
Maurice H. Stans. Among the practical chapters, 
the considerations of fluctuating price levels in rela- 
tion to accounts, cost and value concepts, the valua- 
tions of inventories and asset cost and expiration by 
Edward B. Wilcox, Lawrence J. Benninger, S. Paul 
Garner and Carl T. Devine, respectively, are all of 
outstanding interest. 


Company Meetings 
- by W. E. Talbot, F.C.1S., F.T.LI. 
(Stevens & Sons Ltd, London. 17s 6d net) 


The opening sentence of this very helpful manual 
rightly reminds the reader that the vill of a com- 
pany’s shareholders and directors can only be ex- 
pressed by means of voting at meetings properly 
convened and constituted. The text is divided into 
two parts. The first explains the constitution and 
conduct of meetings in general. The second part 
enumerates the various kinds of company meetings 
which may be called. There are also a series of useful 
appendices giving specimens of notices and circulars 
and of resolutions and minutes. 


The Company Director 
by Alfred Read, C.B.E., F.C.I.S., F.Inst.D. 
(Jordan & Sons Ltd, London. 30s net) 
The better the company director understands his 
functions, powers and duties, the easier is the task 
of the accountant as auditor. This manual, which 
has been prepared under the authority of the Council 
of the Institute of Directors, covers practically every- 
thing that a new director should know regarding his 


office. In addition to full information concerning the 
Companies Act provisions regarding his tenure, 


there are excellent amplifying chapters on such 


matters as his fiduciary position, his relations with 
shareholders and with his fellow directors and his 
terms of service. There is also an appendix of relevant 
specimen forms and resolutions. 

In a foreword commending the book, Lord 
Chandos states that every director should strive to 
attain ‘an exemplary professional standard’. A careful 
study of Mr Read’s precepts is probably a necessary 
first step towards achieving that praiseworthy 
objective. 


Making Money on the Stock Exchange 
by Charles Gifford and J. A. Stevens 
(MacGibbon & Kee Ltd, London. 15s net) 


Like the works of Plato, this guide is in dialogue 
form. It also resembles the writings of the Athenian 
master in that it states facts and makes distinctions 
but leaves the reader to draw his own conclusions. 
The authors do not attempt to pronounce on the 
ethics of investing money in stock exchange securities. 
They are content to explain how that institution 
works and what the potential investor should know 
about its ways before using it as a medium for making 
his fortune. This they do deftly and urbanely and 
at the end of it all, the reader, if he has paid adequate 
attention to his mentors, should be much better 
equipped philosophically to withstand ‘the heart- 
ache and the thousand natural shocka’ that all 
investors and speculators are heir to. 


The Business Cycle in the Post-war World 


Edited by Erik Lundberg, 
assisted by A. D. Knox 


(Macmillan & Co Ltd, London. 3os net.) 


This book is the record of the proceedings of a 
conference held by the International Economic 
Association at Oxford in September 1952. The subject 
to which these eminent academic authorities from the 
chief countries of the world addressed themselves 
was business cycle research. The immediate problem 
which occupied their attention was: what has hap- 
pened to the trade cycle in the post-war world? One 
group of experts dealt with the extent to which 
fluctuations have in fact occurred in the chief 
countries since the war, and another group contribu- 
ted studies on recent trends in business cycle theory. 
The editor in his introduction points out that the 
methods of approach of economists working on the 
same problem may and do vary widely, but the 
participants in the conference showed that they were 
by no means disposed to quarrel overt this question of 
method, but rather to recognize that each method has 
its limitations and that all available methods must be 
used in order to solve complicated problems. 
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The first set of E under the general heading 
of “The business cycle in the post-war world’ covers 
the United States, the United Kingdom, Sweden, 
Denmark, France, Western Germany, Italy and 
Japan, and is prefaced by an introductory note by 
Sir Dennis Robertson. The second set, dealing with 
recent trends in business cycle theory, discusses 
questions of theory and policy. Finally, there is a 
summary record of the debates prepared by A. D. 
Knox. 

These studies will be of great interest to all 
economists whose task, never easy, has been made 
infinitely more complicated and difficult by the 
continuing abnormality of the whole world situation 
since 1945. 


Miscellany at Law 

A diversion for lawyers and others 
by R. E. Megarry 

(Stevens & Sons Ltd, London. 25s net) 


This is an anthology of such matters as judicial wit, 
strange examples of litigation, quaint facts in ancient 
l records, and in general the kind of things 

which lawyers taik about to each other when not 
actually talking ‘shop’. Mr Megarry supplies the 
continuity to the series of extracts, which are grouped 
in chapters, themselves grou ed under three main 
headings: Homo Sapiens, Pith and Substance, and 
Cursus Curiae. 

The association, in the judicial mind, of account- 
ants with the words ‘witch-doctor’, ‘watch-dogs’ and 
‘bloodhound’ is duly noted but accountants may be 

surprised that more use has not been made of the 
reports of tax cases, particularly the judgments of 
the late Rowlatt, J. which certainly abounded in 
pith and substance. 

This is an excellent bedside book for anyone 
interested in the law, and who is not? 


The Law 
by J. Leigh Mellor, LL.B., Barrister-at-Law 


(Teach Yourself Series: English Universities Press 

Ltd, London. 6s net) 
Mr Mellor emphasizes in his foreword the most 
important point in connection with books like this 
excellent little volume: that ‘it is not meant as a 
work of reference . . . and still less as a substitute 
for a solicitor’, So long as the reader bears this in 
mind he will profit from the book, for it gives a 
very good general view of the law of England, its 
history, its principles and its practice, and this should 
be (but is not) part of the general knowledge of every 
educated citizen. 

Those who know this or that branch of the law 
in detail will find the treatment of their s m 
here necessarily bref at times (again perhaps 
necessarily) alafmingly so; but even they must 
benefit from seeing it for once in a wider perspective; 
while the layman coming to it all fresh may well be 
stimulated to further study. 
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A Simple Guide to Shareholding and 
= Company Accounts 
by John Wood 


(Putnam & Co Ltd, London. 9s 6d net) 


It is stated on the jacket of this book that the author 
‘lays bare the workings of many matters that account- 
ants often imply are only comprehensible to them- 
selves’, What Mr. Wood, in fact does, is to instruct 
his readers in the mechanics of investing money on 
the stock exchange, discourse briefly on matters of 
company management and policy and then devote 
two short chapters to the interpretation of the profit 
and loss account and balance sheet. This he does 
adequately within the limits of the book’s title but 
for his publishers to claim that he reveals any 
mysteries which are the implied preserve of the 
accountant’s special skill is to attribute to a child’s 
counting frame of coloured beads the properties of 
a digital computer. 


Profitable Bar Management 
by G. M. Stefan de Fay 


(Hotel Organization Ltd, London. 25s net) 


The author, who has had long experience of the cater- 
ing trade, describes two methods of bar control, one 
for the small business and one for the larger business 
where responsibility has to be divided. He is in 
sistent that these systems should not be imposed 
secretly. The proprietor is much more likely to earn 
the respect and obtain the co-operation of his staff if 
they realize that he knows as much of the practical 
side of bar management as they do and that he has 
taken every precaution to ensure honest returns. 
‘This manual has been written for brewery directors, 
hotel and restaurant managers, publicans and ac- 
countants connected with the licensing trade. It is 
full of the most useful information and, as Mr W. B. 
Cullen, F.c.a., states in his preface, ‘whatever may 


. be lacking in style is more than compensated by the 
practical advice offered by an expert in his subject’. 


Taxation Manual 
Compiled by barristers and experts under the 
direction of Ronald Staples, Editor of 
Taxation 
(Eighth Edition) 


(Taxation Publishing Co Ltd, London. 25s net; 
253s 7d post free) 

The last edition of this popular work was published 
early in 1953. The new edition incorporates the 
changes made by the Finance Acts of 1953, 1954 
and 1955 and of course deals with the other changes 
which have taken place. An up-to-date edition of 
the Manual is most welcome as one can use it secure 
in the knowledge that everything material is to be 
found in it. Needless to say, there has been no falling 
off in the quality of the printing and paper and 
altogether the volume retains its attractive appear- 
ance and immense utility. 
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The Lending Banker 
by L. G. Mather, B.Com., A.C.I.S., FIR. 


(Waterlow & Sons Ltd, London. 8s 6d net) 


The material for this manual is derived from a series 
of articles which appeared in The Bankers’ Magazine, 
between November 1953 and July 1955. They might 
have been written with the object of preparing bankers 
for the new credit climate which Mr Butler introduced 
soon afterwards and which the author had only 
time to note in passing as his book went to press. 
He explains the fending functions of a bank and the 
purpose and procedure of making advances, and then 

oes on to describe in some detail how a commercial 

alance sheet and profit and loss account should be 
analysed and what solvency and other tests should be 
applied. Mr Mather modestly admits that his review 
is necessarily restricted to practical essentials and, 
within these limits, he has roundly succeeded in 
putting together a reliable guide to the principles 
(and pitfalls) of bank lending. 


The Law of Negotiable Instruments in 
South Africa 


by Dennis V. Cowen, Barrister-at-Law 


(Juta & Co Ltd, Cape Town. 72s 6d net) 


This is the third edition of the standard text-book 
on what must to most lish readers be a largely 
unknown subject. Those whose business brings them 
into contact with it, however, must already know 
Professor Cowen’s book in its earlier form, as the 
second edition of Professor Eric Emmett’s work. It 
is now completely revised and much enlarged; and, 
most usefully, not only is the South African law 
compared with its English counterpart, but there are 
cross references to the legislation of the U.S.A, 
Canada, Australia, India, and New Zealand. This 
does not make the book a manual of comparative 
law, but it enhances its value greatly and makes one 
wish that more text-books could do likewise. ‘There 
is interest also (though perhaps not of great practical 
value) in the outline of the Roman Dutch law of 
the subject which preceded the adoption of the 
English model. 


SHORTER NOTICES 


UNDERHILL’sS LAW RELATING TO TRUSTS AND TRUSTEES, 
Fifth Cumulative Supplement to Tenth Edition, by 
M. M. Wells, M.A., Barrister-at-Law. (Butterworth 
i& Co (Publishers) Ltd, London. 7s 6d net; 7s 10d 
by post.) To anyone possessing the main volume, 
this supplement is, of course, ‘a must’. To anyone 
who does not, it represents a very useful summary of 
the development of trust law, chiefly in decided 
cases, in the year ended September ist, 1955. The 
summaries of the decided cases are extremely lucid 
and as far as can be judged, everything is included. 
The supplement saves a great deal of time which 
would otherwise be expended in going through the 
law reports and the statutes. . 
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LEWIN ON Trusts, Third Cumulative Supplement 
to the Fifteenth Edition, by John C. Harper, Barrister- 
at-Law, assisted by A. C. Woollatt, Barrister-at-Law. 
(Sweet & Maxwell Ltd, London. Gr net; 6s 3d by post.) 
This supplement to the very well known work on 
trusts brings it up to date to the end of 1954. It can 
be conveniently inserted into a pocket in the cover of 
the main volume. The supplement has been occa- 
sioned by additional case law made during the year, 
and gives terse but adequate summaries of the prin- 
cipal relevant cases. It would be even more useful if 
it included more of the cases; for instance, the 
extremely important decision in Re Wynn ([1952] 
Ch. 271) is not mentioned and there are others which 
one would have thought worthy of inclusion. 


RECENT PUBLICATIONS 


PRINCIPLES OF AUDITING, with typical questions and answers, 
13th edition, by E. Miles Taylor, F.c.A., F.S.A.A., and 
Charles E. Perry, F.C.A., F.S.AA. xi+375 pp. 84x54. 
15s net. Textbooks Ltd, Harpenden, Herts. 

Warne’s DECIMAL Discount RECKONER, with tables from 
d per cent to 95 per cent on amounts from Id to £1,000, 
compiled by Otto Klein. 159 pp. % X 44. 5s net. Frederick 
Warne & Co Ltd, London. 

LOCAL GOVERNMENT SUPERANNUATION, administration and 

rocedures, by H R. James, B.8C.(ECON.), A.I.M.T.A. and 

. Massey, B.COM., A.LLM.T.A. Vit3114 pp. 8453. 25 
post free. The Institute of Municipal ‘Treasurers and 
Accountants, London. 

THE PRICE SYSTEM AND RESOURCE ALLOCATION, by Richard 
H. Leftwich. x+372 pp. 846. 3as net. Rinehart & 
Company, Inc, New York; Macmillan & Co Ltd, London. 

THe Law RELATING to Disrricr AUDIT, 2nd edition, by 
C. R. H. Hurle-Hobbs, Barrister-at-Law. xxi+ 329 pp. 
94 X 64. £2 5s net. Charles Knight & Co Ltd, London. 

THE FINANCE OF FARMING IN GREAT Britain, by Shadrach 
G. Hooper, B.COM., AIB., A.C.1.8., F.R.ECON.S. 247 pp. 
84 X s$. 25s net. Europa Publications Ltd, London. 

Crry AND ROYAL BURGH OF EDINBURGH, Financial Review, 
Deeg Foreword by City Chamberlain. 239 pp. 

xX 54. 


SPICER & PEGLER’Ss BOOK-KEEPING AND ACCOUNTS, 14th 
edition, by W. W. Bigg, F.c.a., F.8.A.a., H. A. R. J. Wilson, 
F.C.A., F.9.A.A., and A. E. Langton, LL.B.(LOND.), F.C.A., 
B.S.A.A, X1-+611 pp. 9$ X74. 35s net. H.F.L. (Publishers) 
Ltd, London. 

Work STUDY AND MATERIALS HANDLING Notes, portfolio 
of course study papers of the College of Production 
Technology. £I 1s od per set. College of Production 
Ta Oplog Francis House, Francis Street, London, 

P 

THE VALUATION OF STOCK AND Work IN Procress, by 
W. G. A. Russell, F.8.A.A. A paper presented at the 
Incorporated Accountants’ Course at bridge, Sep- 
tember 1955. 28 pp. 946. 4s net. The Society of 
Incorporated Accountants, London. 

Tue CHANGING PATTERN op Aupir Practice, by H. L. 
Layton, F.C.A., F.39.A.A. A paper presented at the Incor- 
porated Accountants’ Course at Cambridge, September 
1955. 76 pp. 94 X 6. 7s 6d net. The Society of Incorporated 
Accountants, London. 

THe MANUAL OF MODERN Business EQUIPMENT. Parts 1-4. 
8} x54. Each part Ar net. Complete work (25 parts) by 
subscription, £5 5s. Macdonald & Evans Ltd, London. 

Tue Cost oF THE NATIONAL HEALTH SERVICE IN ENGLAND 
AND Wauss, by Brian Abel-Smith and R. M. ‘Titmuss. 
xx+176 pp. 94X64: 27s 6d net. Cambridge University 
Press, London. 

THE FUNCTION AND DESIGN OF COMPANY ANNUAL REPORTS, 
by R. J. Chambers. xiti+ 322 pp. 10 X 6}. 55s net. Sweet 
& Maxwell Ltd, London. 
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THe Brirish SYSTEM oF TAXATION, prepared by the 
Reference Division, Centra] Office of Information. 45 pp. 
9 X 6. 2s 6d net. Her Majesty’s Stationery Office, London. 

INCOME TAx PRINCIPLES, 2nd edition, by H. A. R. J. Wilson, 
F.C.A., FSAA. ix+163 pp. 9X54. 12s 6d net. H.F.L. 
(Publishers) Ltd, London. 

‘THE PRINCIPLES OF EXECUTORSHIP ACCOUNTS, 2nd edition, 
by H. A. R. J. Wilson, F.C.A., F.B.A.A. xii +158 pp. 9x 54. 
15s net. H.F.L. (Publishers) Ltd, London. 

Tax Cases, reported under the direction of the Board of 
Inland Revenue, Vol. 36 — Part 3. pp. 163-231. 94 x6. 
3s net. Her Majesty's Stationery Office, London. 

NEw DEVELOPMENTS IN INDUSTRIAL LEADERSHIP in Great 
Britain, the United States, Germany and France, edited 
by Frank A. Heller. 75 pp. 84X54. Paper cover. 5s post 
free. The Polytechnic Management Association, St 
Katharine’s House, 194 Albany Street, London, NW1. 
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THe ACCOUNTING REQUIREMENTS OF THE COMPANIES ACT, 
1948, 6th edition, by Frank H. Jones, F.A.C.C.A., A.C.1.8. ° 
32 pp. 845%. Paper cover. 4s net. Barkeley Book Co 
Ltd, Stanmore, Middx. 

THE GOLDEN Book OF MANAGEMENT, an historical record 
of the life and work of seventy pioneers, edited for the 
International Committee of Scientific Management 
(CIOS) by L. Urwick. xxx-++298 pp. 84x54. 355 net. 
Newman Neame Ltd, London. 

Tue Prorirs-Tax SIMPLIFIED, with supplement containing 
the profits tax provisions of the Finance (No. 2) Act, 1955, 
by Arthur Rez, B.cOM.(LOND.), F.R.BCON.S., F.A.C.C.A. 
36 pp. 8¢x54. Paper cover. 5s net. Barkeley Book Co 
Ltd, Stanmore, Middx. 

Stamp Durrss, by F. Nyland, LL.B., Solicitor of the Supreme 
Court. xxiii+261 pp. 84x 54. 25s net. Butterworth & Co 
(Publishers) Ltd, London. 


CURRENT LAW 


Will-revocation: Foreign Law 


A testator made a holograph will in Switzerland, 
revoking all earlier wills, which was valid in Switzer- 
land but not ir England. His Swiss will did not 
eg of real estate in England, which, by his 
earlier will he had bequeathed in equal shares to his 
nephew and niece. 

Wallington, J., held that the devolution of im- 
movables followed the lex situs, whether on an 
intestacy or by will and, accordingly, granted letters 
of administration with the English will annexed, 
limited to the English real estate. (Un the Estate of 
Alberts, deceased (Solicitors Journal, November 26th, 


1955)-) 
Sale of Goods: Time for Shipment 


The Accountant for October 29th, 1955, reported 
briefly the decision of McNair, J., in F. H Vantol Ltd 
v. Fairclough, Dodd © Jones Lid Vos 2 All E.R. 
516). The parties were buyers and sellers of cotton 
seed oil under a contract which provided for ship- 
ment during December 1950-January 1951. The 
contract provided that if the Egyptian Government 
should prohibit export and the shipment be delayed 
as a result, the time of shipment should be extended 
by two months. The Egyptian Government did in 
fact prohibit shipment from December rath, 1950, 
to January 3rd, 1951, and the ban was reinforced on 
February 17th, 1951, until after April. 

McNair, J., held that the sellers were relieved, 
but the Court of Appeal allowed the appeal. Ship- 
ment meant shipment according to the contract, 
ie. during December and January. It was not, 
therefore, delayed unless the delay continued to or 
beyond the last date allowed for shipment, viz. 
January 21st. Between January 4th and January 31st, 
oil was available. The sellers were thus in breach. 
(Law Times, December 16th, 1955.) 


Company Winding op: Interest and Debts 


In Re Fine Industrial Commodities Ltd (Law Times, 
December 16th, 1955), the question arose as to the 
payment of interest on debts after creditors had béen 


paid in full and there were surplus assets. The debts 
of the unsecured creditors did not carry interest 
under their normal rights, with the exception of that 
of one judgment creditor. 

Vaisey, J.,; held that the judgment creditor was 
entitled to interest at 4 per cent from the date of 
the order for winding-up. The unsecured creditor 
had no right because, the company not being in- 
solvent, Section 317 of the Companies Act, 1948, 
did not apply and accordingly Section 33 (8) of the 
Bankruptcy Act, 1914, did not apply either. Moreover, 
the Court had no jurisdiction to grant interest, under 
Section 3 (f) of the Law Reform (Miscellaneous 
Provisions) Act, 1934, for the proceedings were not - 
for the recovery of any debt or damages; and the 
Court had no general discretion. (Dictum of Giffard, 
L.J., in Re Humber Ironworks & Shipbuilding Co; 
Warrant Finance Co’s case (186g) 4 Ch. 643), 
applied.) 


Company: Transfer of Shares 


In Re Western Manufacturing (Reading) Lid, Miles v. 
Adamant Engineering Co (Luton) Ltd (Law Times, 
December 16th, 1955) the offer to shareholde:s of 
the Western company to acquire their shares was open 
until March 4th, 1955, and conditional upon its being 
accepted by not less than go per cent of the sharehold- 
ing. The offer was accepted by 98 per cent, but not 
by the applicant, whose holding represented -168 
per cent of the total issued capital. The respondent 
company served a notice under Section 209 of the 
Companies Act, 1948, that they wished to acquire his 
shares in accordance with their circular to share-. 
holders. He contended that the notice was not a 
notice to which Section 209 applied as the offer did 
not remain open for the prescribed period of four 


. months. 


Wynn-Parry, J., held that the reference to four 
months meant a maximum period. It was competent 
to the respondent company to fix a shorter period in 
view of the fact that the approval of 98 per cent of the 
shareholders had been obtained. The notice was, 
therefore, valid. ep 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


P.A.Y.E. and the Auditor 


SiR, — From time to time doubts arise as to the 
auditor’s duty and responsibility in connection with 
P.A.Y.E. deductions. Widely differing views appear 
to be held by practising accountants: on the one 
extreme are those who maintain that it is sufficient to 
verify that the amounts deducted have been properly 
paid over to the Collector of Taxes and are vouched 
by his receipts; others assert that any error discovered 
by the P.A.Y.E. Audit Department is a reflection on 
the auditor’s work which might have led to a claim 
for damages. 

Irregularities affecting DAY E most commonly 
arise as the result of bonuses and overtime earnings 
being paid in full, while other remuneration is 
properly taxed, but they can also be due to the 
deliberate avoidance of tax by a director or in con- 
nection with the larger fraud of keeping "dead men’ 
on the payroll. 

The correct procedure may vary between the audit 
of a particular company, a director-controlled private 
company, and the preparation of accounts for a sole 
trader. . 

Any check is complicated by the fact that tax 
deduction cards are returned to the Inland Revenue 
shortly after April ch: also because the Inland 
Revenue issue spare blank cards which an unscrupu- 
lous employee can falsify and use as temporary cover. 

Yours faithfully, 
COUNTER. 


Moribund Shareholdings 


Gm, — I was interested to read ‘Free Forester’s’ 


letter in your issue of February 18th, as I act for a 
somewhat similar club incorporated in 1900. 

The company has now reached a stage when in 
addition to non-member shareholders, there are 
deceased non-member shareholders. The deceased 
shareholder in many cases would not have retained 
the certificate with his papers and in all probability, 
if the executors found a share certificate they would 
not bother to take any action. Accordingly, there is 
an ever increasing number of deceased non-member 
shareholding accounts. — 


Folkestone. 


Yours faithfully, 
H. R: C. WHITE. 


The Drift to Industry 


Sir, — Most practising accountants would, I think, 
agree with your correspondent, ‘Senior’ (February 
Irth issue), on the alarming drift of qualified account- 
ants to industry, but his solution to the problem is 
ever-simplified. 

I am a partner in a provincial firm of accountants, 


where approximately half of our clients are of the 
small trader type and the remainder, by and large, 
private limited companies. Fees in general, from the 
former type of client, perhaps averaging 10 to 15 
guineas, are completely out of proportion to the work 
and responsibilities involved, and yet to try to increase 
the fee seems hopeless, in face of severe competition 
both from unqualified accountants, and even qualified 
accountants. 

Instances of accountancy work, audits, tax work, 
and even back duty investigations done by unquali- 
fied persons are all too common and until the situation 
is resolved I feel-that the future is far from bright. 

The backbone of the profession is not the few large 
firms of accountants, but the large number of small 
provinvial firms, and I think much remains to be done 
to help their lot, particularly in regard to competition 
and fees. ` K 

Yours faithfully, 


RONALD HEATHERINGTON. 
Newcastle upon Tyne. 


Electricity Supply Committee Report: 
Depreciation 


SIR, — In your issue of February 18th you reviewed the 
findings of the committee appointed to inquire into 
the electricity supply industry. 

It is stated that the committee consider the depre- 
ciation of assets should be calculated on a replace- 
ment basis. Whatever the merits of this basis may be, 
I do not consider that it should be applied to a con- 
cern whose capital is in the form of redeemable loan 
stock. 

The main reason for charging depreciation on a 
replacement basis is to avoid ‘erosion’ of capital. 
Ultimately this must mean the shareholders’ capital. 
If the capital is redeemable on an historical basis, 
‘erosion’ of the stockholders’ capital must take place; 
surely historical depreciation is therefore more 
appropriate. 

By charging replacement depreciation, a business 
ensures that it will not be necessary to raise further 
capital to maintain its existing size. If the capital is 
redeemable, it may be necessary to raise a larger 
amount to maintain the business, but its value should 
remain unchanged. 

If prices are based on replacement depreciation, 


the amount by which it exceeds historical deprecia- 


tion must be a profit, and cannot be a provision 
because it is not benefiting the persons suffering the 
fall in the value of money. i 

. > Yours faithfully, 


London, Wr. F. G. CALTON. 
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LEICESTERSHIRE AND NORTHAMPTONSHIRE. 
SOCIETY OF CHARTERED ACCOUNTANTS 


STUDENTS FROM OVERSEAS 


The annual dinner of the Leicestershire and North- 
amptonshire Society of Chartered Accountants was 
held at The Grand Hotel, Leicester, on Thursday, 
February 23rd, with Mr R. H. Quiney, A.c.a., President 
of the Society, in the chair. Members and guests, 
numbering about 200, were received by Mr Quiney and 
by Mr A. S. H Dicker, M.B.E., M.A., F.C.A., Vice- 
President of The Institute of Chartered Accountants 
in Engiand and Wales, deputizing for Mr W. S. 
Carrington, F.c.A., President of the Institute, who was 
unfortunately unable to attend. 

Among those present were Alderman S. Cooper, J.P., 
Lord Mayor of Leicester, the Rt. Hon. The Lord 
Cromwell, pao, M.C., Lord-Lieutenant of the County 
of Leicester, Mr E. J. F. Fortune, Editor, The Leicester 
Mercury, and 


Messrs T. Fleming Birch, F.c.a.; S. B. Bordoli, A.8.A.A., 
F.ILM.T.A. (City Treasurer of Leicester); W. L. Crossle 
(President, Leicester Centre, Institute of Bankers); Derk 
du Pré (Editor, ‘The Accountant’); A. R. Jeffrey, M.B.E. 
(President, Northamptonshire Law Society). 

Messrs E. N. Macdonald, p.F.c., F.c.a. (President, Liver- 
pool Society of Chartered Accountants); A. S. MacIver, M.C., 
B.A. (Secretary, Institute of Chartered Accountants in England 
and Wales); G. A. Moore (President, Insurance Institute of 
Leicester); H. Musker (H.M. Principal Inspector of Taxes, 
Leicester District); J. H. Lloyd Owen, B.ARCH., A.R.I.B.A. 
(President, Leicestershire and Rutland Society of Architects). 

Messrs R. A. Palmer, T.D., M.A., F.C.A. (President, North- 
ampton and County Chamber of Commerce); S. H. Partridge 
(President, Leicester Law Society) C. E. Power, A.C.A., 
F.C.W.A. (President, Leicester and District Branch, Institute of 
Cost and Works Accountants); H. Purt, ong, F.C.1.3., 
F.R.8.A. (Secretary, Leicester and County Chamber of Com- 
merce); C. R. Riddington, F.8.4.A. (Secretary, Leicestershire 
and Northamptonshire Soctety of Incorporated Accountants). 

Messrs H. Senior, M.8C.(ECON.), B.COM., A.C.A. (President, 
Leicester and County Chamber of Commerce), J. E. Stork, 
F.C.1.8, (Chairman, Leicester and District Branch, Chartered 
Institute of Secretaries); L. W. Underwood, F.c.a. (President, 
Nottingham Society of Chartered Accountants); G. Water- 
worth, F.C.A. (President, Manchester Society of Chartered 
Accountants) C. A. Whittington-Smith, LL.M., F.C.A. 
(President, Sheffield and District Soctety of Chartered 
Accountants). 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord 
Cromwell who, speaking as a banker and as national 
treasurer of the British Legion, paid a tribute to the 
integrity of accountants and to the valuable work per- 
formed by them. People relied on accountants, he said, 
to watch national and local figures. 


The District Societies 


In the course of his reply, Mr Dicker referred to the 
‘ever-growing importance’ of the part which district 
societies are taking in the general affairs of the Institute. 
He continued: | 

“To my mind, the great intrinsic value of the district 
societies and their ever-increasing influence in the general 
affairs of the Institute are due chiefly to the fact that all he 
societies have been born and brought up on a voluntary 
basis, their foundations and growth being the result of an 


upwards movement from the ordinary members of the 
Institute locally instead of regulated planning from Moor- 
gate Place. Associations of this nature are perhaps the most 
permanent and satisfactory of organizations for the benefit 
of mankind generally or for special classes of it. It is for this 
reason that I personally hope that our district societies will 
continue to be run primarily on the basis of a voluntary 
subscription of membership... . 

‘May I appeal not only in this area but in all areas to 
those very many members of the Institute who have not 
geen fit to join their district societies that they should do so 
without delay and so make their individual contributions 
to our well-being?’ 


Students from Overseas 
Mr Dicker then turned to the problem of finding 
vacancies for students from overseas. 


“The Council of the Institute’, he said, ‘is ever mindful 
of its obligations to the public and to the development of 
the profession at home and overseas, and we are at all times. 
most anxious to assist Her Majesty’s Governments in the 
United Kingdom, in the Commonwealth and in the colonial 
territories. 

“There is an important respect in which individual mem- 
bers of our Institute can make a valuable contribution to the 
well-being of those overseas countries which have been 
developing so rapidly in recent years. These countries need 
competent and responsible accountants to give to their 
business enterprises and their government departments the 
essential services which only the accountancy profession 
can provide. There is therefore a great and urgent need to 

and the facilities for students from overseas to come to 
this country in order to serve under articles and qualify for 
membership of our Institute. 

‘The problem of finding vacancies for these overseas 
students is a very big one. It was with the object of easing 
this problem that the Council recently decided to publish 
the statement which appeared in The Accountant of 
February rith, 1956, and I would commend this statement 


-to every practising member for earnest consideration. 


“The statement is to the effect that the Council has decided 
to establish a register of members with suitable practices 
who are prepared to take overseas students as articled clerks. 
It is hoped that as many members as possible will respond 
Si sending in their names for inclusion in the register.’ 
(Applause.) 

The toast of “The Guests’ was proposed by Mr 
Quiney who, in felicitous terms, extended a warm 
welcome to the official guests and to those who were 
accompanying members. Mr Fortune responded. 


Vice-President Addresses the Students’ 
Society 


At the invitation of the Leicestershire and North- 
amptonshire Chartered Accountant Students’ Society, ` 
Mr Dicker briefly addressed about thirty-three mem- 
bers of the Society, subsequently answering the many 
questions put to him by the students, at a tea-party 
given in his honour before the dinner. 

He was introduced by the President of the Society, 
Mr G. L. Aspell, T.D., D.L., F.c.A., and a vote of thanks 
was proposed by the chairman of the Society, Mr J. F. 
Doleman. The arrangements were made by the hon. 
sports and social secretary, Mr I. J. Moir. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


SUMMER COURSE, CHRIST CHURCH, OXFORD, 
SEPTEMBER 1956 
Members of the Institute are reminded that the 
closing date for applications to attend the summer 
course to be held at Christ Church, Oxford, next 
September, is March 31st. Allotments will then be 
made by ballot. 

The course commences on the afternoon of 
Thursday, September 6th, and disperses on Tuesday, 
September rrth. The titles and authors of the 
addresses to be given at the course are: 

‘Professional ethics’, by Mr D. V. House, F.c.a. 

‘Accounting as an aid to management’, by Mr B. 

Smallpeice, B.COM., A.C.A. 
‘Investment in stocks and shares’, by Mr G. L. C, 
Touche, B.A., F.C.A. 

As in previous years, group discussions and free 
exchange of views and experience will form an 
essential feature of the course and the programme 
will provide for recreation and social activities. 

Application forms can be obtained by members 
from the Secretary of the Institute. 


Personal 


Messrs Price WATERHOUSE, Pear & Co (Sudan 
firm), announce that Mr I. A. WALKER has been 
admitted to partnership. Mr WALKER has been resi- 
dent manager of the Khartoum office since 1948. 


Professional Notes 


Mr T. E. Breakell, A.C.A., secretary of Hercules 
Powder Co Ltd, has been appointed a director of 
the company. 

Mr Harry A. Gaul, c.a., a partner in the firm of 
Finnie, Ross, Welch & Co, Chartered Accountants, of 
Glasgow, has been appointed a local director at 
Glasgow of the Provincial Insurance Co Ltd. 

Mr J. L. Armstrong, B.A., A.C.A., has retired from 
the board of Imperial Chemical Industries Ltd on 
which he served as finance director. 


Scottish Chartered Accountant on 
New Town Corporation 


Professor Robert Browning, M.A., LL.B., C.A., Professor 
of Accounting in the University of Glasgow and a 
member of the Council of The Institute of Chartered 
Accountants of Scotland, has been appointed a 
member of the Cumbernauld New Town Corpora- 
tion. 
Appointment of Official Receiver 

The Board of Trade have announced the appointment 
of Mr Norman Saddler as Official Receiver for the 
Bankruptcy District of the County Courts of 
Newcastle upon Tyne; Durham; Sunderland; 
Stockton-on-Tees; Darlington and Middlesbrough. 
The appointment became effective on February 27th. 


The Chartered Accountants’ Benevolent 
Association 


Sir Harold Barton, F.c.a., was in the chair and seven 
members of the committee were present at a meeting 
of the Executive Committee held on February 15th. 
The President was unable to attend owing to illness. 


Applications for Asststance 

Nine new applications for assistance were considered. 
In six cases a grant or a donation was made; in two 
cases consideration was deferred pending further 
investigation and in one case no grant was given. 

Twenty-seven applications for further assistance 
were considered; in seventeen cases the grant was 
renewed; in seven cases it was increased, and in three 
cases it was reduced. 


Matters reported 


The honorary secretary reported the receipt of a 
donation of {250 from a former member of the 
Institute, and that Crossways Trust expected to open 
a fourth home for old people early in the autumn. 


Simpler Exchange Control 


The Commissioners of Customs and Excise have 
announced a simplification of exchange control 
formalities with a view to assisting the export trade. 
Exporters of goods to countries outside the Sterling 
area were required to complete exchange control 
declarations for all consignments of a value exceeding 
£25; the limit has now been raised to £250, except 
for private gifts in kind exceeding £25 in value, for 
which special permission will still be required. 

This change, in dispensing with exchange control 
forms for exports worth between {25 and {250 other 
than private gifts in kind, will assist exporters by 
reducing the number of forms they have to complete 
by well over a million a year or about 60 per cent of 
the total (these forms cover only 5 per cent of the 
value of our exports to all non-Sterling area destina- 
tions). It follows a measure introduced in April 
1954 which dispensed with the need for exporters 
to produce bank certificates of payment for exports 
up to £250 in value. 


London and District Society of Chartered 
Accountants 


At a meeting of the London and District Society of 
Chartered Accountants, to be held next ‘Tuesday at 
6 p.m., in the Oak Hall of the Institute, Mr E. 
Duncan Taylor, F.c.a., will speak on ‘Profit-sharing 
Schemes’. 

Crry Discussion GROUP 


A meeting has been arranged with the Corporation 
Qf Insurance Brokers’ Consequential Loss Society at 
which a number of questions of interest to account- 
ants will be discussed. The meeting will be held at 


254 


St Botolph’s Hall, Bishopsgate, EC2, at 5.45 p.m. on 
Tuesday, March 13th. 

Any chartered accountants interested are invited to 
attend, and are asked to inform the hon. secretary 
of the Group, Mr A. J. Nicholls, a.c.a., 22 Godstone 
Road, Purley, Surrey. 


The Institute of Chartered Accountants in 
Ireland 


May 1956 EXAMINATIONS 


The next Intermediate and Final examinations of 
The Institute of Chartered Accountants in Ireland 
will be held on May 15th, 16th, 17th and 18th, 1956, 
in Belfast and Dublin. 

Entrance forms may be obtained from the Secre- 
tary, 7 Fitewilliam Place, Dublin, and candidates are 
reminded that the forms should be returned to the 
Institute not later than Tuesday, April 3rd, 1956. 


Burnley Ghartered Accountants 


At the eighth annual general meeting of the Burnley 
Branch Chartered Accountants? Society, a sub- 
branch of the North Lancashire Branch of the 
Manchester Society of Chartered Accountants, 
held at The Empress Hotel, Burnley, members 
expressed appreciation of the activities organized by 
the committee which was unanimously reappointed 
en bloc. The honorary secretary, Mr T. Thornton, 
A.C.A., Of Messrs George Pedley & Co, Burnley, was 
also unanimously appointed for a further period 
of twelve months. 

e Guy Waterworth, F.c.a., and Mr T. Hedley Bell, 

B.A., Eer resident and secretary respectively of the 
Mancheste iety, were guests at the dinner are 
followed, S were Mr F. D Walsh, F.c.a., and Mr J. S 
Walker, A.C.A., chairman and secretary Paa of the 
North Lancashire Branch Society, Mr C. C. Pollard, 
president of the local Law Society, and Mr D. Mayman, 
A.C.W.A., secretary of the North Lancashire Branch of the 
Institute of Cost and Worke Accountants, 


The Accountants’ Christian Fellowship 


A meeting for Bible reading and prayer will be held at 
12.30 p.m. on Monday, March 5th, at St Mary 
Woolnoth Church, King William Street, EC3. 
Members, friends and non-members will all E 
welcome. 


Institute of Actuaries 


Mr C. F. Wood, F.1.a., has been elected President of 
the Institute of "Actuaries i in succession to Mr J. F. 
Bunford, M.A., F.L.A., whose term of office will expire 
on June 25th. 
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The Chartered Accountant Students’ Society of 
London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m. at Caxton Hall: Lecture on “The 
functions of trade associations’, by Mr W. T. Caves, 
O.B.E., F.C.1.8., secretary, Wholesale Textile Association. 
Chairman: Mr Brian Manning, D.L., J.P., E.C.A., Vice- 
President of the Students’ Society. 

Wednesday, 5.30 p.m. at the Library: Debate on the motion 
“That we should not be seeking the sway to other planets 
until we have set our own in order.’ 

Badminton match v. Barclays Bank. 

Thursday, Visit to Midland Beck (limited party). 
5.30 p.m.: Demonstration of Kalamazoo accounting 


systems (limited party). 

Friday, 5.30 p.m. at the Institute: Introductory course. 
lecture on “The law of banking’, by Mr D W. Medd, 
Barrister-at-Law 
7 p.m, at Chelmsford: Lecture on ‘Executors and 
trustees: law and accounts’, by Mr V. S. Hockley, 
B.COM., C.A. 


Chartered Accountants’ Hockey Club 


Oxford University Occasionals won the annual 
match with the Chartered Accountants, played at 
Old Deer Park, Richmond, on February 15th, 
by the close margin of 3 goals to 2. 

The Occasionals took up the attack from the start 
and during the first fifteen minutes: unsettled the 
Accountants’ defence with persistent incursiona 
from which they secured two goals. Excellent inter- 
ception and anticipation by the Occasionals’ halves 
and backs prevented the Accountants’ forwards from 
combining for some time. K. W. Cunningham and 
R. Mallinson were very effective with sudden 
individual sorties from which K. W. Cunningham 
scored a good goal. The Occasionals scored their 
third goal before half-time. 

The Chartered Accountants’ defence was far 
more effective in the second half when A. E. Day 
and J. W. Neill succeeded in breaking up any 
Occasionals’ onrushes and W. A. Thomas, the 
Welsh international, distributed the ball more success- 
fully amongst the forward line. A crass-pass by 


:C. Thompson, who played a tireless game at left 


half, started a movement by R. Mallinson who took 
the ball down the centre of the field and put a hard 
shot into the Oxford net. The game ended with the 
Chartered Accountants hard on the attack. 

The oe Accountants were EES SR 


E oct A. E. Day (Harrow); J 
Neill (Southgate): ea (Wi imbledon); W. 3 
M : 


Thomas (Ca 

Merriman EE SR Ch G. Purnell (Blackheath); 

R. J.C. Mallinson (Ham pan (Captain); K. W. Cunn- 
G. Rigden Bromley). 


ingham (Centymca); D 
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Management Accountancy Conference 


A conference on management accountancy is being 
organized by the British Institute of Management in 
conjunction with the British Productivity Council, 
to be held at Bournemouth from March 15th to 17th. 

It is stated that the purpose of the conference is to 
enable accountants to become better acquainted with 
the type of information that is of value to manage- 
ment, and to enable managers to gain a fuller recog- 
nition of the help that accounting can give. The 
programme has been devised to provide sessions of 
interest to accountants both in industry and in 
practice, and to all ranks of management from fore- 
men to chief executives. 


PROGRAMME 
Thursday Evening, March 15th: Plenary Sessions 

‘Management’s requirements of accountancy’. Speaker 
and chairman to be announced. 

‘The field of management accountancy’. Speaker: Dr 
J. M. S. Risk, B.COM., PH.D., C.A., F.C.W.A., ACIS., 
A.M.LA., Group Controller of Accounts, The Brush 
Group Ltd. Chairman: To be announced. 

Friday Morning, March 16th: Sectional Meetings 

"The contribution of accounting in business planning’. 
Speaker: Mr W. F. Edwards, F.8.a.a., Director and 
Treasurer, General Motors Ltd. Chairman: To be 
announced. 

‘Accounting and the control of finance, operations and 
costs’. Speaker: Mr W. F. Dunnett, Director, Brother- 
ton & Co Ltd. Chairman: To be announced. 

“The organization of the accounting service’. Speaker: 
Mr J. F. Body, F.c.w.a., Chief Accountant, Newton 
Chambers & Co Ltd. Chairman: Mr Bertram Nelson, 
C.B.E., F.S.A.A., President, The Society of Incorporated 
Accountants. 

“Operational research and financial management’. Speaker: 
Mr Stafford Beer, Production Control Officer, Samuel 
Fox & Co Ltd. Chairman: Mr John Lord, Executive 
Director, Dunlop Rubber Co Ltd. 

‘Work study as an aid to effective costing’. Speaker: Mr 
G. L. Page, Industrial Adviser, National Union of 
Manufacturers, Chairman: Mr J. S. Craig, Secretary, 
Colvilles Ltd. 

‘The role of the accountant in increasing productivity’. 
Speaker: Mr F. E Webb, J.P., a.c.w.a., Managing 
Director, George Webb & Sons (Northampton) Ltd. 
Chairman: To be announced. 

“Top management’. Speaker: Mr A. L. Goate, A.C.A., 
Secretary and Financial Controller, Rootes Motors Ltd. 
Chairman: Mr H. N. Hume, Gang, M.C., Chairman, 
Charterhouse Investment Trust Ltd, and member of 
BIM. Council. 

‘Sales management’. Speaker: Mr A. W. Willsmore, 
` Distribution Manager, Ashley Wallpapers Ltd. Chair- 
man: Mr W. Macfarlane Gray, F.a.c.c.a., President, 
The Association of Certified and Corporate Account- 
ante. 

‘Production management’, Speaker: Mr C. D. Ellis, 
Industrial Adviser, Osram Group of Factories. Chair- 
man: Mr F. A. Callaby, F.A.C.C.A., F.C.W.A., F.C.1.8., The 
Plessey Co Ltd. 
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‘Personnel management’. Speaker: Mr R. T. Chapman, 
Personnel Manager, Baker Perkins Ltd. Chairman: 
Mr R. G. Hooker, Director and General Works 
Manager, Brush Electrical Engineering Co Ltd. 

‘Measuring the profitability of products’. Speaker: Mr 
H. Hodgson, A.C.A., F.c.w.A. Chairman: Mr F. J. 
Weeks, A GA, Branch Accountant, W. D. & H. O. 
Wills. 

‘Recording output and costs of production’. Speaker: 
Mr W. L. Withers, F.c.w.a., Assistant to Factory 
Administration Officer, British Celanese Ltd. Chair- 
man: Mr C. F. Barnard, Managing Director, Mirrlees 
Bickerton & Day Ltd. 

Friday Afternoon, March 16th: Sectional Meetings 

“Materials supply and control’. Speaker: Mr C. E. Sutton, 
Chief Buyer, The Metal Box Co Ltd. Chairman: To 
be announced. 

‘Financial management’. Speaker: Mr A. E. Tunley, 
A.C.A., Financial Director, Harris Lebus Ltd. Chair- 
man: Mr G. Nicholson, F.c.w.a., President, The 
Institute of Cost and Works Accountants. 

‘Research and technical management’. Speaker: To be 
announced. Chairman: Mr Roland Dunkerley, J.P., 
F.C.W.A., Chairman, Vantona Textiles Ltd, and member 
of B.I.M. Council. 

‘Plant and property management’. Speaker: Mr G. G. 
Buckley, a.c.a., Staff Assistant to Chief Accountant, 
Ford Motor Co Ltd. Chairman: Mr John Ryan, c.B.2., 
M.C., Wice-chairman, The Metal Box Co Ltd and 
member of B.I.M. Council. 

‘Cost control in the small firm’. Speaker: Mr J. F. Keen, 
F.c.w.a., Chief Cost and Works Accountant, Adrema 
Ltd. Chairman: Mr Bertram White, Managing 
Director, A. Boake Roberts & Co Ltd. 

‘Information for management of the small firm’. Speaker: 
To be announced. Chairman: Col, E. R. Mayer, T.D., 
D.L., member of Council, National Union of Manu- 
facturers. 

Saturday Morning, March 17th: Plenary Sessions 

“The training of the management accountant’. Speaker: 
Mr W d Spencer, A.S.A.A. Chairman: To be 
announced. 

‘Case histories in management accountancy’. Speakers: 
Mr F. A. Russell, Assistant General Manager and 
Director, Lankro Chemicals Ltd; Mr G. B. Lowe, 
A.c.w.a., Cost Accountant, Lankro Chemicals Ltd. 
Chairman: Mr James Crawford, c.B.z., Chairman, 
British Productivity Council. 


The conference fee (excluding hotel accommo- 
dation) is £6 ros. Copies of the programme and full 
details may be obtained from the British Institute of 
Management, 8 Hill Street, London, Wr. 


‘Office Efficiency’ Conference 


A week-end residential conference on ‘Office 
efficiency’ is to be held this month by the Birming- 
ham and South Wales Branches of the Office 
Management Association. The conference will take 
place at The Belle Vue Hotel, Cheltenham, from 
Friday evening, March 23rd, to Sunday midday, 
March 25th. Two papers will be presented followed 
by group discussions. 
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Our Weekly Problem 
No. 109: SPEEDY ASCENT 


Charles Sidate, as usual, was in a hurry. Dodging 
his way through the crowd he mounted the moving 
staircase at the rate of thirty steps a minute -a 
third of the rate of the staircase. The second flight 
was twice as long as the first, but as it was not so 
crowded Charles was able to double his speed, his 
time being nine seconds longer than for the first. 

What was the time for the first? 

The answer will be published next week. 


ANSWER TO No. 108: AROMATIC 


If P is the population of the whole tribe 

C -do- -do~ capital 

A is the area of the tribe in acres 

P? = 1,000 A and C? = 4,840 X 1,000 A 
so C* = 4,840 P? 

es Ai Ni x 5PF 

This can only be a perfect cube if P is of the form 
5 X 11? x N? when N is any integer. 

'Thus a = Dos N? 

SO == (27 X rr? x 5) Cé x 117 X N?) 

S es 2 XII xX 5 XN 
= 1,210 N 

C is not ‘less than half’ P unless N is 5 or more, but if N 
is 6 the distance to the frontier would be over 6o miles. 
So N is 5 and the population 30,250. 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant op MARCH 57TH, 1881 


Extract from leading article entitled 
INSTITUTE OF CHARTERED ACCOUNTANTS. 


A correspondent, whose letter we publish else- 
where, addresses us in regard to the distinction 
intended to be made in the forthcoming official list 
between Associates who are, and those who are not, 
in practice on their own account. It will be remem- 
bered that some two or three months ago a question 
relating to the admission of clerks was much dis- 
cussed, and the matter having been referred to a 
Committee of the Council, the result was the admis- 
sion at the first meeting this year of a large number 
of clerks. These members were described on the list 
furnished by the Secretary for publication in these 
columns, as respectively clerk to So-and-so; and 
we learn that it is intended to: follow some such ` 
classification in the official list. This is the gravamen 
of “A.C.A.’s” charge; and we are informed that a 
petition See it has recently been forwarded 
to the Council. . 


LONDON STUDENTS’ COLUMN 


News from the London Chartered: Accountant Students’ Committee 


Membership 


For the first time in the history of the London Char- 
tered Accountant Students’ Society membership has 
exceeded 5,000. Of these some 3,800 are student 
members and an increasing number are taking ad- 
vantage of the lectures and other facilities offered by 
the Society for their advancement. 

~ Members are reminded once again that suggestions 
and nominations to the Committee are always welcome, 
but they must be received by the secretary not later 
than April 6th to be considered at the forthcoming 
annual general meeting. 


Tax Avoidance 


It is a moot point whether an accountant should give 
his clients specific advice on how to avoid tax. Mr 
G. S5. A. Wheatcroft, in a lecture on this intriguing 
subject, examined the ethics of the matter and also 
proceeded to set out the fundamental principles of 
avoidance. The fact that over two hundred members 
were present is a measure of the interest which this 
lecture aroused. There is no doubt that the benefits 
derived from Mr Wheatcroft’s lucid exposition will be 
more than academic! 


Tax Evasion 


A party of ten students who visited the Old Bailey had 
an insight into the administration of justice in the 
Central Criminal Court. A case of alleged income tax 
fraud provided a very practical example of the dis- 
tinction between avoidance and evasion! 


Sports 


The Society has fielded teams in football, squash and 

badminton during the past month. Members interested 

in these and other sports who have not yet played for 

the Students’ Society are asked to resist the temptation 

to make Jack a dull boy and send their names to the. 
assistant secretary. 


Accountancy School 


At the last annual general meeting a resolution was 
passed, as the result of a proposal from the floor, 
requiring the committee to make an accurate measure- 
ment of student opinion on the subject of an ac- 
countancy school. A circular setting out the terms of 
the resolution has been sent to every student member 
with a business reply card containing the question: 
‘Do you support the principle of an accountancy 
school?’ Closing date for the return of these cards was 





February 13th, 1956. Of 3,811 recipients, 1,603 
failed to reply by that date. - 
The result was as follows: 
Replies received: ‘Yes’ 1,160 
nm HI ‘No’ “4 1,040 
m 5 Disqualified ie 8 
(spoiled cards) -— 2,208 
No reply 1,603 
3,811 
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under -Fire 2 
ae eee AXPAYERS may reasonably hope that next month’s 
ae eee eee Budget will show that the Government have at last come 


so | to grips with the reports of the second Tucker Committee 
Zen H. Simpson Cook, and the Royal Commission on the Taxation of Profits and 
F.CIS., Senior Executive, Income. Even if these reports had contained some startling and 
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Lecture 
The British Exchange Con- 


revolutionary recommendations, there has been ample time 
to study them. In fact, of course, the reports were far from 


trol System ~ I: Is Exchange revolutionary; if they-erred at all it was largely in the rejection of 
or pu aie suggested changes, rather than in their adoption. Indeed, the 
ATR. "`" 264 Royal Commission has been taken to task for not going much 
Weekly Notes 269 further. | 
A booklet published recently by the Federation of British Indus- 
EES SN tries, mentioned in a previous issue, goes so far as to say that 
Finance and Commerce , ‘the Commission can scarcely be regarded as having discharged its 
oe d swe Ce duty if it makes recommendations which are admitted to be valid 
Building Society — Edwards only on the eeu pen of a relative stability in the purchasing power 
High Vacuum Ltd — Braid of money’. 
SE This stricture may be said to constitute the central theme of 
Correspondence 277 the booklet, although it does deal very pertinently with a number 
ee 38 of other matters in the reports both of the Commission and of 


the second Tucker Committee. Another booklet in much the 

Eaa BEE same vein has been published this week by the Association of 
Chartered Accountants British Chambers of Commerce. 

Call for Clearer Language Both the Commission and the first Tucker Committee spent 


in Finance Acts 279 wc l a 
, a great deal of time examining the claim that, in arriving at 
SE ee taxable profit, computations of depreciation should be based 
Chartered Accountants not on the historical cost of the asset in question but on the 
Auditors’ Advice in Plan- present cost of replacing it. Both bodies rejected this claim, 
ing and Conduct of Business 280 Saas : 
but anyone who thought that the controversy had been effectively 
New Legislation 282 ended by these findings would be imperfectly acquainted with 
Notes and Ned kee British ways, for the Federation and the Association have returned 
Personal- Board of. Trade. indefatigably to the attack. The appeal is now to Parliament. It 
aere Advisers to will. be -recalled that the first Tucker Committee recommended 
upply Ministry on Price 
Fixing — Obituary — Tax Re- an extension in the scope of initial allowances and that this 
serve Certificates- The Insti- . ` > - recommendation was swiftly followed by a withdrawal of such 
tute of Chartered Account- 
ants 'in England and Wales: - ` initial allowances as were already available. Similarly, the 
Taxationand Research Com- . > Commission recommended the abrogation of the discrimination 
mittee — The Association e 
of Scottish Chartered Ac-. .. Pot profits tax purposes between distributed and retained profits; 
countants in London — The Parliament’s reaction a few months later was to increase the 
Chartered Accountant Stu- - , 
dents’ Society of London ~ discrimination. So there may yet be. SEH for those who disagree 
‘Sussex Chartered Account- ` with the Royal Commission. . 
ant Students” Society — The 
Certified and Corporate The new booklets make the point again that the Gett to 
Accountants’ Year Dook = recognize the fact of inflation in computing taxable profits makes 


Our Weekly Probl e ; ; 
EE Eers Ce 282 . it far more difficult to meet the financial consequences of inflation. 
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To the Commission’s observation that statistics do 
not support the argument that industrial capital is 
being eroded, the Federation reply that no 
statistics are needed. They concede, however, by 
what seems to be an understatement, that 
“some industries may be able, in a seller’s market, 
to pass on part of the burden caused by inflation 
plus taxation by increasing their gross receipts’. 
Evidently, wherever else the vicious spiral of 
inflation starts, it does not start at the point at 
which selling prices are fixed. 
In like manner, the Federation’s booklet 
rejects all except one of the Commission’s 


stated reasons for not recommending the adoption. 


of the replacement cost basis. It does admit that 
this basis would give rise to greater compli- 
cations in computing profits. As to the argument 
that the new basis would make for less cer- 
tainty in accounting matters, the booklet pithily 
declares that there’ is no virtue in certainty 
unless it is certainty of being right. 

. When the replacement cost basis was being 
disctissed i in the open sessions of the first Tucker 
Committee and the Royal Commission, its 
protagonists tended to ignore any adjustment by 
reference to the fact that the assets in question 
had been acquired with borrowed money. It 
“was put to them that since inflation reduced the 
burden of the debt, it would be wrong to give 
full relief on the replacement cost basis. ‘These 
‘comments were repeated in the Commission’s 
report. In their new booklet the Federation 
make a concession on this point. The Associa- 
tion’s booklet is less specific. It leaves the 
appropriate scheme to be devised later ‘with the 
assistance of the. Revenue officers’. The Federa- 
tion’s booklet says: 


“The liabilities of the business, ties claims for 
third parties, shrink in value if there i is a period of 


time between the receipt of the goods and pay- 


<- ment for them, or between receipt of a loan and re- 
` payment of it. This shrinkage in value should come 
~ into account so far, and only so far, as it affects the 
assets in respect of which adjustment is claimed. 
Therefore it would be adequately brought into 
- account by deducting a proportion of the Liabilities 
_ from the depreciable fixed assets‘ and stocks, 
failing a factual allocation.’ 


It would be interesting to see this formula 
reproduced as a draft clause for a Finance Bill; 
it is certainly not easy to imagine how a workable 
rule could be formulated. One thing the booklet 
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does make clear; there would be no adjustment 
for preference share capital. And yet, although 
there may be a fundamental legal difference 
between that and borrowed money, in practice 
the dividing line becomes somewhat blurred. 
The profits tax rule that interest on borrowed 
money, but not preference dividends, may be 
deducted in arriving at taxable profit has been 
the target of much criticism from several 
quarters, not excluding those supporting the 
replacement cost basis of depreciation. 

By making this concession in relation to lia- 
bilities, the Federation would seem to be under- 
mining the logic of their own argument. The 
taxpayer who owns depreciating assets bears the 
full burden of that depreciation, whether he 
owes money on them or not. To step up his tax 
liability because he owes money on them would 
seem to be causing the very hardship which the 
Federation seek to avoid. 

It is also questionable whether, once thé 
replacement cost basis is accepted, it should be 
confined to assets which the taxpayer has pur- 
chased. Assume that fourteen years ago a trader 
took a twenty-one-year lease of business premises 
at the then full rack-rent of {x and that in conse- 
quence of inflation the premises would now let 
for {3x. It is clear that the trader enjoys an 
asset worth £2% per annum which in seven more 
years he will lose. The Federation’s booklet says 
that the definition of profits of a business should 


provide for the maintenance of the assets out of 


gross receipts before a profit can arise. It is’ 
clear that if the trader wants to renew his lease 
at the old rent of fx he will have to pay a hand- 
some premium. But the device of revalorization, 
by multiplying the original cost by some arbitrary 
factor could be of little use in the case of the lease, 
for in the above example the cost figure is nothing. 

As the Federation admit, even allowances on 
the replacement cost basis would be entirely 
inadequate in the face of continuous inflation, 
unless the sums set aside were at once invested 
pro tem in assets which constituted a hedge 
against subsequent inflation. The reduction of 
taxation on profits in order to encourage the pur- 
chase of more assets, purely as an inflation hedge, 
seems to be at variance with the Government's 
present policy. The recent withdrawal of the 
investment allowance, so near to the coming 
Budget, is not a very propitious sign. 
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‘big business’ contrives to find its way into 
its company accounts and reports. The facts 
and figures therein are given in such a way as en- 
gagingly to inspire the investor’s confidence. The 
British reader, accustomed as yet to a more 


sombre mode of presentation, may well wonder. 
at times if the American technique is not as much ` 
a matter of advertising as of accounting. If he 


does, then a study of the ninth annual survey by 
the research department of the American Insti- 
tute of Accountants of representative accounts 
and reports published in the United States during 
the year to April 30th, 1955, now available, will 
amply reassure himi It is evident, therefrom, 
that whatever other arts executives may employ 


_in the compilation and design of their records of ` 


stewardship, the principles of sound accounting 
are scrupulously observed. 

The survey runs to more than 250 demy- 
quarto pages, analyses the accounting aspects of 
the financial statements of 600 industrial and 


commercial corporations and refers to particular | 


points in nearly 7oo other company accounts 
which were reviewed in rather less detail. 

The compilers have been meticulous in noting 
and tabulating every material variation in type, 
title, terminology and treatment and, thanks to 


their painstaking labours, no American account-: 
ant or executive when drafting -financial state- 


-ments need ever be at.a loss -for precedents. 
: Perhaps the chief impression that the reader 


of this symposium receives 1s the bewildering 


variety Of Ways in which the simple basic facts of 
a years trading may be expressed and pre- 


sented, It would seem — although the argument 


can be no more than academic -that the 
Americans use longer descriptive narratives than 
we do in this country. This apparent prolixity 
is probably the salutary reaction to the dark 
_days before the Wall Street crash of 1929, when 
it was the practice to tell the shareholders as 
little as possible. The present policy is to “bend 
over backwards’ to explain everything and that 
requires the use of a greater vocabulary. It also 
has the effect of giving an air of informality 


1 Accounting Trends and Techniques. Ninth Edition 1955. 
{American Institute of Accountants. $15 net.) 8 
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and individuality to the statements’ produced. 
Although not obliged to do so by statute, most 
American companies elect to have their books 
and accounts audited by practising accountants. 
After completing his scrutiny, the auditor 
usually appends’ what is termed a short-form 
report to the. accounts. This, in the wording 
recommended by. the American’ Institute, con-. 
tains two major statements. The first is to the © 
effect that his examination was made, ` 
‘in accordance with generally accepted auditing ` 
standards and accordingly included such tests of 
the accounting records and such other auditing 
‘procedures’ l 
as were considered necessary. The second 
indicates that, in the auditor’s opinion, the ` 
accounts ‘present fairly’ the results for the period ` 
‘in conformity with generally accepted accounting 
principles’ 
applied on a baci consistent with that of the 
previous period. It is noted in the last section of - 
the survey that while the accountancy profession - 
has, in general, accepted the recommended ` 
short-form report, the latest statistics indicate 


a tendency to vary the exact wording. 


It is interesting to observe that out of the 
total sample of 600, an unqualified expression — 
of opinion was recorded. in only 444 reports as 
compared with 548 in the previous period. This, `. 
however, is not so drastic as it seems because 
the American auditor, ‘although he reports 
changes in or deviations from generally accepted : 
principles of accounting. may, while so doing, . 
indicate approval of the company’s policy.. 
Indeed, of the 186 recorded departures from the ` 
orthodox, only two were frowned upon by the ` 
auditor. The commonest reasons for such-- 
changes or deviations were concerned with the- 
calculations of estimated expenses under the new 
provisions contained in Section 462 of the Internal 
Revenue Code and with depreciation and 
amortisation. - . 

This catalogue of applied American accounting 
concepts demonstrates admirably the beneficial’ 
influence of the American Institute of Account- 
ants and deserves the most careful study by all 
interested in the form ae design of financial 
statements. BS 
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HIRE-PURCHASE ACCOUNTS -I 


by H. SIMPSON COOK, F.C.I.S. 
Senior Executive, United Dominions Trust Ltd 
Systems and methods of recording hire-purchase transactions in a trader’s books of 
account are discussed in this article. The treatment of profits arising out of hire- 


purchase trading and the different methods of dealing with hire-purchase trans- 
actions in the final accounts will be examined in an article in next week’s issue. 


VERY year some hundreds of millions of 

pounds worth of goods are sold on hire- 

purchase terms. In spite of the steady 
growth of hire-purchase trading and the important 
place which it has assumed in the national econ- 
omy, however, little has so far been written about 
hire-purchase accounts. 

In the United Kingdom, as in other countries 
where it has become well established, hire- 
purchase business is undertaken by two distinct 
classes of organization; the finance house and the 
retail trader. In this article it is proposed to 
discuss some of the problems which confront the 
retail trader and his financial adviser. 

The words ‘hire-purchase’ are frequently used 
in general discussion to denote all forms of instal- 
ment trading. There are, however, two classes 


of instalment transaction; the contract of hire- 


purchase and the simple credit sale. In so far as the 
general principles of accounting are concerned 
there is little difference between, the two systems, 
and in ‘this article the term ‘hire-purchase’ will 
be used throughout unless otherwise stated. 
From the legal standpoint, however, they differ 
fundamentally and a brief discussion of this 
difference is necessary. 


Legal Position 


In a hire-purchase contract the vendor of the 
goods agrees to let them and the customer 
agrees to hire them for a fixed period and to pay 
an agreed rental by a series of instalments, usually, 
but not necessarily, monthly, throughout the 
hiring period. It is further agreed that when the 
` customer has paid all the instalments he shall be- 
come the owner of the goods. The customer is also 
given the right to return the goods, in good order, 
at any time during the hiring period provided 
that he pays an agreed proportion of the total 
hiring cost and any overdue instalments. 

The vendor (who remains the owner) is given 
the right, subject to any statutory restrictions, 
to retake possession of the goods should the cus- 
tomer default in payment of any instalment of 
rent. In short, it is a contract of hire wherein the 
hirer is given the option (which he is not bound 
to exercise) to purchase. 


In a contract of credit sale (sometimes called 
a ‘deferred payment sale contract’) the vendor 
agrees to sell and the customer agrees to pur- 
chase the goods "and to pay an agreed price 
by a series of instalments, usually but not neces- 
sarily, monthly. Ownership of the goods passes 
immediately, the customer remaining an ordinary 


. debtor for the several instalments of the purchase 


price. 
It is not within the scope of this article to dis- 
cuss legal problems. It is sufficient to say here 
that a considerable body of statute and common 
law relating to contracts of hire-purchase and 
credit sale has grown up, and that the trader 
contemplating entry into the field of hire- 
purchase trading must familiarize himself with 
the law. Trade associations are often willing to 
give valuable assistance in this connection and 
there are a number of comprehensive text-books 
to which he may refer. When any unusual or 
difficult problem arises he should consult his 
legal adviser. 


Systems of Accounting 
The duties of the accountant handling hire- 
purchase business are twofold. He must keep a 
detailed record of his hire-purchase trading and 
maintain an efficient collection system. ‘The im- 
portance of the collection system cannot be 
over-emphasized. There are numerous instances 
where failure to operate a satisfactory system has 
resulted in severe losses. ~~ 

There are a number of systems in common use 
at the present time. Each combines the pure 
accounting and the collection follow-up routines 
and each is based on the same fundamental 
principles. It is for the trader in consultation with 
his professional adviser to decide which is the 
best suited to his particlar needs. 

We shall first discuss the several different 
systems in detail and then examine the basic 
principles on which all hire-purchase accounting 
is founded. The following systems are widely 
used: 

(1) loose-leaf ledgers; 

(2) ledger cards affixed in guard-book; 

(3) ledger cards affixed in trays; 

(4) the vertical card system. 
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Under each system, one page or card is used for 
each customer’s ledger account. The form which 
the card or page is to take is a matter for each 
trader to decide having regard to his needs and 
the particular nature of his business. Many 
accountants consider it advantageous to record 
the full details of the transaction as well as making 
provision for both the posting of sums received 
from the customer and the recording of any col- 
lection follow-up action taken. In the majority of 
cases the card will then give a complete history 


of the account from the time it is opened until ` 


the day on which final payment is received. 


Ledger or Guard-book Systems 


The loose-leaf ledger system is very simple and 
it is probably the most inexpensive of the four 
to install and operate. The individual ledger 
accounts can be inserted in the ledger in groups 
under the dates on which instalments are to be- 
come due, or alphabetically, whichever is desired 
and the ledger itself can be locked, thus removing 
the temptation to extract accounts and take them 
away for scrutiny. It does not permit any form of 
automatic collection follow-up routine such as 
is possible with most card systems, but this is 
not a serious disadvantage provided that the 
total number of accounts is not very large. The 
system is being used with success by many 
traders. 

The system of affixing ledger cards in a guard- 
book is similar in some respects to the loose- 
leaf ledger system. A series of cards are fixed to 
each page in the book. Each card overlaps the 
next, so that only the name and perhaps the 
reference number is visible. Cards can be filed 
in the guard-book in groups under due dates or 
alphabetically. Overdue accounts can be indicated 
for easy reference by means of coloured signals. 
The cards remain permanently in the guard- 
book and thus the whole group of ledger accounts 
is always complete. A control account card can 
be maintained for each book or group of books, 
as desired. 


Card Systems 


In addition to the guard-book system, office 
equipment manufacturers make systems whereby 
small cards are fixed into trays, the cards over- 
lap so that when they are lying flat, only a small 
strip of each bearing the name and perhaps the 
reference number of the account is visible. 
As in the guard-book system the cards remain in 
the tray and the whole ledger is, therefore, 
always complete. Cards can be filed in the trays in 
groups under due dates or any other classifications 
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which may be desired and can be marked with 
coloured signals for collection follow-up action. 

The vertical card system, as the name sug- 
gests, is simply a system of filing ledger cards 
vertically in drawers or trays which slide into a 
filing cabinet. Cards can easily be removed from 
the trays and for this reason some accountants 
fear that the system can facilitate fraud or careless 
loss of individual accounts. 

This can, however, quite easily be overcome by 
a firm office rule that on no account must cards 
be taken from the tray and by ensuring the obser- 
vance of the rule by a good system of control and 
spot checks by the accountant or his assistants. 
The system is often employed where the number 
of accounts is considerable, since it is compara- 
tively inexpensive to install and operate and 
is capable of infinite expansion. Cards can be 
filed under due dates or such other classifications 
as may be required and can be signalled for follow- 
up action. 

Some accountants consider it desirable to 
remove the cards relating to overdue accounts 
from the trays and file them separately. If this is 
done overdue accounts can receive constant atten- 
tion, whilst statistical information regarding 
them is easy to extract. Where the number of 
accounts is numerous, the cards can be maintained 
in groups alphabetically, geographically or under 
any other desired classification and a ledger con- 
trol account card kept with each group. 

In the case of the first three systems, amounts 
received for the credit of customers’ accounts 
are posted manually. ‘The vertical card system, 
however, can be adapted to a system of machine 
accounting. The layout of the card and the de- 
tailed operation of the system can be arranged ` 
to fit in with the trader’s particular needs. 


Accounting Routine: Opening Entries 

At the time he selects the system which he feels is 
most suited to his business, the trader will also 
have to plan the routine accounting and collection 
procedure which he proposes to follow. As has 
already been said above, there are certain canons 
of good accounting and administration which 
must be observed whatever system is used. The 
best way to examine these is to set out a detailed 
routine and discuss it step by step. 

It is suggested that the following procedure 
observes all the fundamental principles of good 
Ee 

"GO After approving the hire-purchase proposal, the 

trader collects the deposit and the completed 
hire-purchase agreement from the customer; 
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(2) the amount of the deposit is entered in the cash- 


book and in a suspense account which can be 
called ‘Deposits received under hire-purchase 
agreements account;  - 


(3) the dispatch department is instructed to 
deliver the goods and the hire-purchase agree- 
ment is passed to the hire-purchase department 
together with a copy of an ei advice note which 
the trader may issue in lieu of invoice. No 

_ invoice must be issued in a hire-purchase 
transaction since the vendor is to remain the 
owner. An invoice would, of course, imply 
that title was passing to the person named 
therein; 


_ (4) full details of the transaction are entered in a 
hire-purchase day-book from the hire-purchase 
agreement. This is similar to'a sales day-book 
and should contain sufficient columns in which 
to enter the cash price, the deposit, the hire- 
purchase charges and the balance of hire (the 
cash price, plus the charges and less the deposit); 


(5) the customer’s ledger card is prepared from 
the hire-purchase agreement. Many accountants 
consider it desirable to enter the fullest details 
of the transaction on the card. This is a matter 
of personal choice, but if this is done, the card 
can then contain a full history of the account 
from start to finish; 

_ (6) from the hire-purchase day-book: 

_ (a) the ‘cash price of (De goods is posted to the 
. - gales account; : 
(b) the amount of the deposit is posted to the 
--“Deposit, received under hire-purchase 
„agreements account’; 
(c) the amount of the dugal 18 posted to the 
._ ‘Hire-purchase charges account’ 
. (d) the balance of hire is posted to the hire- 
. purchase ledger control account; 
these postings are made in total once each day; 


(7) at the close of the day’s business, the total 


‘Balances of hire’ appearing on all the ledger 
cards made during that day are listed and the 
total is balanced with the eee ledger 
control account. 


‘This completes the entries necessary to record 
the transaction in the trader’s books. 

At the time these opening entries are made, the 
customer (from then on known as ‘the hirer’) 
is notified of the amount of the instalment and 
the day in each month (or week) on which it 
becomes due for payment, and is given a copy 
of the hire-purchase agreement. This can be done 
at the time he signs the agreement or later by 
post. . 
- It is also advisable to provide him with some’ 
means of remitting. There are four Enos in 
common use: 
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(a) the hirer is given a payment card which he pre- 
sents to the trader with each instalment. The- 
trader acknowledges receipt of the payment on 
the card and returns it to the hirer; 

(b) the hirer is given a booklet of remittance forms. 
and requested to send one form with cash pay- 
ment to the trader; 

(c) the hirer is given a booklet of bank paying-in ` 
slips and requested to pay each instalment into 
the nearest branch of a named bank. The bank’s . 
consent has, of course, to be obtained before 
this method can be used, The bank makes a- 
charge to the trader for the service; 

(d) the hirer (provided he has a bank account) is 
asked to sign a standing order to his bank 
instructing the bank to pay each instalment 
to the trader’s bank for his account. 


Accounting Routine: Daily Entries 


The next stage is to work out a suitable pro- 
cedure for recording the payments as they are 
received and following up customers who default 
in payment. It has always been one of the funda- 
mental principles of accounting that every trans- 
action must be entered immediately it takes 
place. In the case of hire-purchase accounts this 
is absolutely vital and, furthermore, if the principle 
is not observed it will be quite impossible to carry 
out the proper collection follow-up routine. 

It is also advisable, even in the case of a small 
business, to prove all the postings made each day.’ 
Failure to do so may result in a considerable 
amount of work later to trace a few simple errors. 
The. following routine is suggested: 

(x) instalments received each day are listed and 
posted to the cash-book in’ total. The lists are _ 
filed for future reference; 

(2) the total of instalments received each day is 
posted to the hire-purchase ledger control 
açcount; 

(3) the amount of each instalment received is 
posted to the customer’s account; 

(4) the amounts posted to the various customers’ 
accounts are listed and the total balanced with 
the control account. The books are thus proved; 

(5) periodically, the balances of all the customers’ ` 
accounts are listed and balanced with the con- 

. trol account. Where the number of accounts is 
considerable ‘they can, as has already been: 
mentioned, be kept in groups, with one control 
account for each group and a master control 
account for the whole. ele ta this event a separate 
cash list as described in (1) above should be 
made for each group. 

Where posting to the. customers’ accounts is 
by machine, the machine will usually make a list 
and the total of the accounts listed. Some 
machines will also print a receipt at the same time. 
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Collection System 


Some customers will fail to pay on the due daies 
and the accountant must work out a follow-up 
routine for these. He must first decide on a 
procedure whereby these overdue accounts are 
all invariably extracted and dealt with and then on 
the follow-up system itself. 

In the first instance it is usual to follow up 
closely by means of a series of letters, each a little 
stronger than the last. Letters can be printed 
and are often sent at intervals of seven to ten days 
during the first four weeks following the due 
date. Thereafter, if the instalment remains un- 
paid, special action — first perhaps a personal 
Call op the hirer — and ultimately, in a few cases, 
legal proceedings will be necessary. 

It has been found that as a general rule the early 
follow-up letters will bring payment from a large 
proportion of the defaulters and some explanation 
of non-payment from others, and that only in a 
minority of cases will there be no response 
whatever. The important thing is to ensure that 
the letters are invariably sent and any later action 
taken at the intervals provided by the system. 

An account must never be left for long without 
some action. The hirer must be reminded con- 
stantly of his debt and must in no circumstances 
be allowed to believe that he may defer payment 
even for a week. 


Legal Action 

In those cases where it proves impossible to 
collect the instalments due from the customer, 
special action will have to be taken. If the con- 
tract is one of credit sale, the only method of 
recovery will be to sue the customer (who is 
not, of course, a hirer) as an ordinary debtor. 
Assuming, as is advisable, the contract provides 
that if one instalment remains unpaid the whole 
shall become due, an action may be brought 
against the customer for the sum of the out- 
standing instalments due and to become due. 
Otherwise the trader will be able to sue only for 
any instalments due but unpaid. 

If, on the other hand, the contract is one of 
hire-purchase, the action which may be taken 
will depend on whether or not the transaction 
falls within the scope of the Hire Purchase Acts 
of 1938 and 1954, which govern all transactions 
where the hire-purchase price, i.e. the cash 
price of the merchandise, plus the hire-purchase 
charges is {300 or less. (Or £1,000 where the 
merchandise is livestock.) 

The Acts provide that if the deposit plus the 
instalments which the hirer has paid amount to 
one-third of the hire-purchase price or more, the 
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owner must have the sanction of the Court 
before retaking possession of the mierchandise. 
Where the transaction is not governed by the 
Acts, however, there is no such restriction and 
the owner may retake possession in accordance 
with the terms of the contract. In such cases, 
legal action will be necessary only if the hirer 
refuses to allow the owner to take his merchan- 
dise. 

In addition to, giving the owner the right to 
repossess himself’ of the merchandise, a hire- 
purchase agreement usually proyides that in the 
event of his doing so the hirer must pay any 
overdue instalments and bring the total amounts 
he has paid under the agreement up to a certain 


' figure, say, one-half or three-quarters of the 


hire-purchase price. In ‘Act’ cases the figure 
must not exceed one-half, 

Space does not permit a more detailed dis- 
cussion of these problems here. In any event, 
the subject is a complex one on which the trader 
will wish to consult his legal adviser, as the 
necessity arises. 

On repossession the goods are taken back into. 
stock and the balance of the customer’s account 
written off. To ensure that he is aware of the 
profitability or otherwise of his hire-purchase 
trading, the trader should keep a record of the 
price for which the goods are sold and the profit 


. or loss on the transaction. 


Finance Companies 

In this article we have discussed the accounting 
problems which confront the retailer engaged in 
hire-purchase trading. As has been said, however, 
a very large proportion of the nation’s hire- 
purchase business is handled by finance compan- 
ies, large and small. Some of these are owned and 
operated by traders themselves and exist solely 
for the purpose of handling these traders’ 
hire-purchase business. 

It is not intended here to discuss hire-purchase 
accounting from the standpoint of. the finance 
company. In the main, the principles which have 
been discussed apply to this class of organization’ 
in the same way as they apply to the retailer, 
with one important exception. The finance com- 
pany must purchase the goods and obtain owner- 
ship of them before it can enter into the hire- 
purchase agreement. As a general rule, too, it is 
the practice of hire-purchase companies when they 
have to repossess merchandise to sell it through 
the trade rather than direct to the user. Neither 
ef these operations presents any particular 
problem as far as accounting is concerned. 

| (To be concluded.) 
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THE BRITISH EXCHANGE CONTROL SYSTEM-I 
IS EXCHANGE CONTROL NECESSARY? 
by F. D. FORGAN, M.Com., A.I.B. 


exchange control in these days when most of the 

wartime controls have been abolished. I think 
that one reason is that we, as a nation, appear to 
want three economic factors to be ‘rigid’ which, 
before the war, were to some extent flexible. We 
want (1) a stable and high level of employment. 
We also want (2) a stable internal 
purchasing power of money — if 
we can get it; and (3) we want 
stable rates of exchange, because 
as a nation we are dependent on 
our trade and violent fluctuations 
in exchange rates are ruinous to 
trade and commerce. In these 
days, stable rates mean a stable 
dolar rate. 

That leaves as a flexible factor 
only the rate of interest, da 
ported by monetary controls. 
It will be interesting to see 
eventually whether variations in 
interest rates alone will achieve 
these objectives, for the post- 
war use of monetary controls is 
still experimental. In the mean- 
time the enormous growth in 
expenditure of the Government, 
the expenditure of local autho- 
rities and nationalized bodies, 
the redistribution of income, 
higher earnings, high taxation 
and lack of freedom in inter- 
national capital movements, have 
all made our economy less sensitive to changes in 
interest rates. Therefore we have to submit to a 
‘credit squeeze’, a supplementary Budget — and the 
maintenance of exchange control. 

Exchange control began when war broke out in 
September 1939. A series of Defence (Finance) 
Regulations under the Emergency Powers had the 
object of gathering in our exchange resources and 
strictly rationing their use. The Exchange Control 
Act, which has been operative since 1947 continued 
this control, except in the case of securities. - 

Under the Act, the Treasury have ier alta wide 
powers over payments which have been largely 
delegated to the Bank of England who, in turn, for 
many types of application, have delegated their 
powers to the banks, stock-brokers, solicitors and 
others. The objectis to decentralize control as much 


Ye might well ask why there is any need for 
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as possible and nowadays current business transac- 
tions are facilitated with little delay or formality. 
But a more strict control has to be exercised over 
capital transactions. The Act .applies directly to 
residents of the United Kingdom but the sterling 
balances and sterling securities of non-residents are 
also controlled. 


The Sterling Area 

In this address I shall be some- 
times talking about the ‘sterling 
area’ and sometimes the ‘sched- 
uled territories’. The sterling 
area ig a term well known to 
most people but under the 
Exchange Control Act, the 
sterling area became the ‘sched- 
uled territories’. 

Payments within the sterling 
area (scheduled territories) are 
į «permissible without exchange 

- control formality. It is a very 
wide area consisting of the 
United Kingdom, the Colonies 
and Dominions (except Canada 
and Newfoundland), Iceland, 
Jordan, Irak, Burma and Libya 
and certain other territories. 
Within it, settlement for trading 
and commercial transactions 1s 
made smoothly and efficiently 
in sterling, without exchange 
control formality. The United 
Kingdom acts, in general, as 
foreign exchange bankers to the area, gaining the 
area’s foreign currency earnings from exports etc., 
but having to supply foreign exchange for the area’s 
imports and so on. The Exchange Control Act itself 
does not apply to these territories, but each imposes 
exchange control restrictions which are more or 
less similar to our own; that is to say, if you went to 
Australia, the exchange control regulations there 
would be somewhat similar to ours. Obviously we 
must have this sort of fence of equal height around 
the area otherwise if you could not send out money ` 
from this country you might get someone in another 

art of the area to send it out for you. Also there is 
iaison between the various territories. 


Designation of Persons or Firms 


The Act applies to all residents of the United 
Kingdom and the Treasury are empowered to 
designate a person or firm resident or non-resident 
of the U.K. As the Act restricts payments which 
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are, in the main, made through bankers, the designa- 
tion of a banking account is most important. Power 
of designating persons or their accounts has been 
. delegated, for the most part, to the banks. My 
account and, I suppose, most of yours, is a resident 
account. If you lived in France or Germany your 
London account would be designated a “transferable 
account’, and if you lived in the U.S.A. your London 
account would be designated an “American account’. 
Exchange control operates by restricting the pur- 
chase and sale of foreign currencies and also transfers 
of sterling from resident to non-resident account 
and even to a certain extent between resident and 
between non-resident accounts. The effect is that it 
_ has limited the area in which sterling can be used as 
. an international currency. freely transferable through 
normal banking channels between any countries of 


the world. We have always prided ourselves that ` 


- sterling has been a. currency which since the 
nineteenth century has been one which could be 
used all over the world o settle international 
indebtedness. 


Transferability of mie 


But for exchange control purposes the world can 
. today be divided into three parts: 

1) The sterling area within which sterling is 
freely transferable between residents but transfers to 
non-residents require permission. Transfers . from 
non-residents to the area can be freely received. 

(2) The transferable account countries; these com- 
prise all the countries outside the sterling- area and 
the American ‘account area, and Canada. With a 
transferable account you could freely transfer sterling 
to any other transferable account country or to the 
sterling area. You could receive sterling from any 
_ other transferable account country through normal 
banking channels. You could not transfer your 
sterling to an American account although you could 
receive sterling from an American account. A resident 
in the scheduled territories could not transfer sterling 
to you without permission. 

(3) Thirdly, there is the American account or the 
dollar area including Canada. This comprises the 
U.S.A., Canada, Newfoundland, Mexico, the Central 
American States, the Philippines, etc. If your account 
were an American account, your sterling would be 
transferable to any country, to another American 
account, to a transferable account or to the sterling 
area, But you could only receive sterling from 
another American or Canadian account. Exchange 
_ control permission would have to be obtained to 
transfer sterling to you by a resident of the scheduled 
territories or of a transferable account country. All 
this applies to banking accounts. We sell (i.e. the 
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United Kingdom sells) dollars to American and 


Canadian account holders against their sterling 
_ balances and that. is the corner-stone of the whole 
system. An American, if he has money in his American 
account, can always obtain dollars at the prevailing 
. Yate of the day and, as you know, under the Inter- 
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national Monetary Fund the Government under- 
takes that the rates shall operate within narrow 
limits, approximately 2:78 to 2°82 dollars to the £. 
Merchants sometimes deplore their inability to 
transfer sterling from a transferable account country 
to an American account country, e.g. goods could be 
bought in America and sold to the Continent at a 
good profit if the Continent paid us francs, marks, 
etc., or transferable account sterling. But I think you 


will understand that when we are so hard pressed 


to meet our own American commitments, we cannot - 
finance the dollar requirements of other countries. 
You read sometimes in the financial newspapers and 
elsewhere about convertibility. Most of the writers 
simply mean complete freedom of sterling transfers 
between. transferable account countries and American 
account countries. Sterling would then almost regain 
its full prestige as an international currency ~ but 
not quite. Complete convertibility would mean also 


. freedom to you and to me to transfer our sterling 


anywhere. Don’t ask me whether that wil ever 
become possible! 

If you and I have resident accounts, how does 
the exchange control affect us? It has two objects: 
firstly, the gathering-in to a central pool of all foreign 
exchange and gold earned or held by residents. This 
pool is held by the Bank of England in the exchange 
equalization account and constitutes the reserves for 
payments abroad by the United Kingdom and the 
scheduled territories. The second object of exchange 
control is obviously the control of all payments from 
this pool so that we can pay our way in the foreign 
exchange world. 


Foreign Exchange Recan: Inward 
Payments , 


The first part of the Exchange Control Act says 
that all residents of the United Kingdom must sell 
Io an authorized dealer (i.e. their bankers) against 
payment in sterling at the current price or rate of 
exchange all gold coins and bullion and specified 
foreign currency belonging to them unless they have 
permission to retain any part of it. Gold coins (apart 
from collectors’ pieces) or bullion must be sold. 
Exemption is granted only to authorized bullion 
dealers and manufacturing jewellers (who operate 
under licence). 

The currencies which must be sold are called 
‘specified foreign currencies’, and a list is published 
by the Bank of England. It varies from time to time 
but at present it includes all foreign currencies which 
can freely be used for making payments abroad, e.g. 


U.S. and Canadian dollars, francs, German marks, 


Italian lire and so on. Sterling area currencies are not 
included, nor are currencies of countries whose own 
monetary regulations render international use of 
their currency impracticable. Therefore a resident 
cannot, without permission, maintain an account 
with a foreign bank in one of these specified cur- 
rencies. Permission ‘is only granted to firms doing 
important trade involving continuous receipts and 
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payments in foreign currency. They have to agree 
to sell any currency surplus to current trading needs 
and to render statements to the Bank of England. 

Under the Act, too, if residents have a controlling 
interest in a foreign company, firstly, they may not 
divest themselves of their controlling power without 
permission. Secondly, they can be obliged to secure 
the surrender of gold and specified foreign cur- 
rencies held by such companies, or to require pay- 
ment of a dividend: In other words they must use 
their controlling powers, if asked, to bring home any 
gold or currency surplus to the immediate needs of 
the foreign company which they control. The legiti- 
mate financial needs of the foreign companies are 
always considered and I do not think anyone has 
ever gr tah a very great difficulty about this, 
especially in the case of public companies -with 
numerous shareholders whose shares are quoted on 
a stock exchange in the United Kingdom. 

Residents of the United Kingdom also earn ex- 
change from freights, insurance premiums and claims, 
from royalties, from fees, e.g. audit fees such as you 
gentlemen earn, intertst on loans and from many 
other ‘invisibles’. Under the Act, residents may 
neither divest themselves of the right to receive 
such payments nor do anything which might result 
in a delay in payment. 


Exports Procedure 


United Kingdom exports provide most Soe go 
earnings of foreign exchange. To ensure that the 
proceeds are SE in te right manner within a 
reasonable time the Bank of England co-operate with 
H.M. Customs. 

Every exporter must complete a Form CD3 for 
exports over {250 in value or CD3X! if under {250 
giving details of the goods, the value, the destination 
and the manner and date of payment. Payment must 
be according to the country of destination of the 
goods, thus if the exporter is sending goods to 
America, payment must be in dollars or in sterling 
from an American account; if to a transferable 
account country, in sterling from a transferable 
account or from an American account, or in a speci- 
fied currency including dollars. The Form CD3 for 
exports over {250 is in duplicate and when the goods 
are shipped, one half (pages 3 and 4) is retained by 
the exporter and the other half (pages 1 and 2) is 
retained and filed by H.M. Customs. When he 
receives payment, the exporter sends his half of the 
CD3 Form to his bankers with the invoice to the 
buyers of the goods. His bankers then certify on the 
form the manner in which payment has been received. 
The banker then lodges this half of the form with 
the Bank of England who, after taking certain par- 
ticulars, eventually pass it on to H.M. Customs. 
Customs then ‘marry’ the two halves of the form 


1A Bank of England notice, made since this lecture wag 
given, has rendered Form CD3X unnecessary, except for 
private gifts in kind. See The Accountant, March 3rd, 1956, 
page 253. 
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and they have a complete picture of the export, the 
destination, the manner and date of payment and 
the value. 

Customs check the declared value to see that it 
is a true one to guard against evasion by under- 
invoicing. Payment must be received within six 
months of the date of the shipment unless the Bank 
of England have agreed that longer credit may be 
given, e.g. for capital goods there is seldom any 
difficulty in getting permission to receive payment 
after a longer period than six months. Customs, 
who hold the first halves of the CD3 Forms at the 
time of the shipment check to see that the second 
halves arrive within a reasonable time. If an exporter 
has the first half of bis form outstanding for over 
six months and has not sent in his second half with 
payment certified, they can ask him for an explan- 
ation. 

A similar procedure exists in other parts of the 
scheduled territories to ensure that payment for 
exports is received within six months in an approved 
manner. 

Payment for ‘visibles’ such as exports or for 
‘invisibles’ such as services is all collected for the 
central pool. It can be made in specitied currency 
or in sterling from non-resident account. A reduction 
in the volume of non-resident owned sterling has 
the same effect, for balance of payment purposes, 
as if foreign currency had been received. 


Sterling and Currency Notes, Valuable 
Documents, etc. 


The export and import of sterling bank notes is 
not allowed. Their export would be a means of getting 
money out of the country and by prohibiting their 
import, foreign markets in sterling notes are at least 
disco . But all travellers, resident or non- 
resident, may take with them sterling notes up to 
£10 per person when they leave the United Kingdom 
or bring in with them sterling notes up to {10. 

Foreign currency notes up to the value of £25 per 
person may be taken by travellers from the United 
Kingdom. If you take foreign currency notes it is 
part of your travel allowance. Sterling notes up to 
£10 do not form part of your travel allowance. Non- 
residents bringiag with them currency exceeding the 
equivalent of {25 can have the amount marked on - 
their passports and so avoid difficulty if they wish to 
take back more than {25 of the currency they 
brought in with them. 

The export of gold coins and bullion is not allowed 
although gold dealers have special facilities for their 
business in the gold market, and manufacturing 
jewellers operate under licence. 

Postal orders may not be sent abroad, although 
there are limited facilities whereby payments by 
money orders for small amounts for certain specified 
purposes may be made through the Post Office. 

Life assurance policies with foreign companies 
may*not be exported except to obtain payment at 
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maturity through proper channels, or for endorse- 
ment. 

Any instrument or document enabling a person to 
obtain foreign currency may not be exported unless 
a Certificate C has been granted. This is readily 

iven for legal purposes or where a United Kingdom 
anker will supervise the return to this country of 
any proceeds in currency. 

Personal valuables such as furs and jewellery may 
be taken out of the country only if they are indeed 
the personal property of the traveller or have been 
Ee with foreign currency. Customs have to 

e satished about these matters. 

The point of all these restrictions is that the 
export of such articles is one way of obtaining 
foreign exchange, or even of exporting capital. 

Foreign currency is also gained or non-resident 
sterling reduced when residents sell foreign currenc 
securities to non-residents. But I shall deal later wi 
securities. 


Machinery of outward Payments 


Now for payments out of the pool. The Act 
stipulates that a resident must obtain permission to 
make any payment to a person resident outside the 


scheduled territories, whether in currency such as ` 


dollars, francs, etc., or by transferring sterling from a 
resident banking account to a non-resident one. This 
restriction also affects transfers from one non- 
resident banking account to another, although there 
is a general release for the transfer of sterling between 
transferable accounts. But specific permission must 
be obtained to transfer sterling from transferable to 
American accounts. 

Running through the whole exchange control 
there is this hard core of dollar countries and whether 
you are a resident or whether you are a resident of 
one of the transferable account countries, we have 
to be careful about making dollars available, or 
allowing your sterling to be credited to an American 
or a Canadian account. 

A Form E for payments in currency or a sterling 
transfer form for payments in sterling must be 
approved by the Bank of England or by an authorized 
bank before any payment can be made abroad or to 
a non-resident sterling account. 

Your banker cannot make a sterling payment to a 
non-resident on your behalf or transfer sterling to a 
non-resident account unless he holds an authorized 
sterling transfer form — nor would the receiving bank 
accept the payment for a non-resident account unless 
a form were in existence. If you have a Form E 
authorized for a currency payment, you must pur- 
chase that currency from an authorized dealer at the 
current rate; the sterling is debited to your account 
and the currency SS to your foreign creditor 
through banking channels by cable, mail or the 
dispatch of a banker’s draft. If you have a sterling 
transfer form authorized for a sterling payment, the 
sterling is debited to your resident account and your 
bankers advise their correspondents in the foreign 
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country that their account in London has been 
credited with the sterling for account of your creditor. 
The foreign bank then pays your creditor the cur- 
rency equivalent of the sterling. Alternatively, a 
banker’s draft can be dispatched but you should not 
send personal cheques abroad because when they 
are presented for payment there will be no form in 
existence to justify payment to a non-resident 
account. 

A payment in sterling does not draw directly upon 
our pool of foreign exchange, but sterling is put 
into a non-resident banking account which that non- 
resident can sell in an overseas foreign exchange 
market, or use to pay for United Kingdom exports or 
other United Kingdom services, The effect on the 
balance of payments is the same as if foreign currency 
had been paid out from the pool. 

.When a banker executes a transaction authorized 
by Form E or by a sterling transfer form, the executed 
form is sent to the Bank of England where it 1s 
checked and statistical data can be taken from it. 

So much for the machinery of payments. What is 
allowed to go out? S 


Commercial Payments Abroad 


As we are a trading nation, we have to meet all 
those day-to-day obligations arising from our exten- 
sive commerce and trade, or business would soon 
come to a standstill, The most important is the 
payment for imports. Imports policy is decided by 
the Board of Trade. Payment is allowed only for 
those imports covered by an import licence. Nowa- 
days most goods from the transferable account 
countries enter the United Kingdom under open 
general licence, that is to say, no specific licence is 
iequired. Most imports from the American account 
countries and from Canada are subject to a specific 
licence for each shipment, for which the importer has 
to apply to the Board of Trade. 

The imports application form, E for currency, 
sterling transfer form for sterling, is issued in dupli- 
cate. If the importer has evidence of purchase show- 
ing the value of the goods, e.g. an invoice, he can 
make payment before the goods have arrived, pro- 
vided he gives details of the import licence. When 
payment is made the United Kingdom banker sends 
the first half of the form to the Bank of England 
and the U.K. importer retains the second half. The 
Bank of England, after checking and taking statistical 
data, sends the first half to Customs. When the goods 
arrive and are cleared through Customs, Customs 
give the importer an extra copy of the entry, called 
the exchange control copy of the Customs entry. 
The importer attaches this entry and the invoice to 
the second half of the form which his bankers then 
forward to the Bank of England, who in turn send 
it to Customs. In a manner somewhat similar to 
that described for exports, Customs ‘marry’ the 
first half of the form with the second half and check 
the valuation of the goods in order to avoid evasion 
by over-payment for imports. If the first half of the 
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` form is outstanding for a considerable time it shows 
` that, apparently, payment has been made but the 


goods have not come into the country. Customs can 


: then make inquiries of the importer to make sure ` 
_ that we are not paying away without receiving some- 


thing in return. 


Imports into other parts of the scheduled terri- 


` toriés for which we provide exchange as bankers to 


the sterling area are paid for by means of a duplicate 


, form on which the applicant gives details of any 
` necessary local import licence and certifies that any 
“local exchange control requirements have been 
_ observed. The duplicates of these forrns are sent by 
_ the Bank of ee to the local controls for 
: ‘checking. ` M 


„Shipping Disbursements Royalty 
l Payments, ‘etc. 


i die and other members of the. commercial 


_ community are every day having to make payments 


overseas for freight ‘and similar shi ping disburse- 
ments, insurance premiums, and claims, commis- 
sions, ‘audit and other. fees, for charges | for interest 


. in respect’ of sterling securities and a host of other 


disbursements associated with trade and commerce. 


Most of these obligations must be paid quickly if 


` our trade is to 


the Bank of England. 
_, Other payments of a commercial nature are SE 


` under royalty agreements in which a British firm 


` acquires manufacturin 
` foreign-owned patent. Ši 
` from the use of technical 
` charges, etc, All these can involve substantial con-. 


and selling rights under a 
imilar foreign liabilities arise 
‘know-how’, service 


. tinuous payments. Such agreements should be sub- 


mitted to the Bank of England for it would be useless 


_ to promise payments which might be precluded by 


exchange control. Especially where payments to 


 _ America are concerned, the Bank of England must 


be satisfied that the payments will benefit the 


national interest. This of course can be a very com- 
.. plex matter and sometimes the Bank of England 


consults a Government department. Literary and 
musical royalty agreements with non-residents are 
also submitted to the Bank of England. Payments 
due under pre-war agreements which are still opera- 
tive are normally allowed although it does not follow 


automatically. The point is that if anybody wants to’ 


make an agreement to pay a non-resident royalties, 
service fees or payments for ‘know-how’, the Bank 
of England must be approached in the ‘first place 
otherwise a lot of time and trouble might be wasted. 

Where the United a om subsidiary of a 
foreign company or an . company in which the 
controlling interest is ald by non-residents, wishes 


.to remit trading profits by way of dividend or other 


` disbursement the relative balance sheet and accounts 


1 


of the U.K. company must be submitted to the Bank 


of England: The accounts are scrutinized to check’ 
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on and many of them can be 
_ authorized by one of the banks without reference ro ` 
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the basis upon which the profits have been computedja 
to see that provision has been made for all 


liabilities such as tax liabilities. 

Personal Payments Abroad 
Other payments are of a personal nature, e g- the 
basic travel allowances for personal travel and 


holidays. For the year ending October 31st, 1956, 
these remain at {100 for each adult and Zoo for 
each child under 12. The authorized banks and 
certain of the travel agencies can deal with your. basic 
travel allowance. It is all very simple nowadays. The 
only snag ja (hat it is not available for American 


. account countries or Canada. You still cannot go to 
_ America or Canada for your holidays unless you 


have friends there who will pay your expenses. 
Business travellers can ask for special allotments of 
foreign exchange according to the country they visit 
and the length and nature of their stay, and most of 
the banks will tell you the scale which is allowed. 
Consideration is also given where medical treatment 


‘abroad is imperative: also for the education of 


children abroad. 

Calls-on our exchange resources for payments to 
relatives and friends who are ill or in financial distress 
must obviously be strictly rationed for there is -no 
tangible return for such payments. There can be no 
precise yard-stick and every application is considéred 
on its merits. based upon information given by the 
applicant through his Benes If you want to make 
a personal payment to-a relative or a friend it is 
important to give full details to your banker. 

Remittances by recognized charitable organiza- 
tions and by missionary societies also receive con- 
sideration in the light of the current circumstances 
and the country to which payment is to be made. I 
would remind you-that there is no restriction upon 
remittances to the sċheduled territories. 

Foreigners who come to this country to work for a 
period are usually allowed to send back their unused ` 

or salary to their country of permanent 
residence. Those who have lived and worked in the 
United Kingdom for many years are regarded as 
residents. But if they wish to leave the aa 
Kingdom for permanent residence abroad, th 
usually allowed to transfer some of their o aad 
their sterling income, e.g. their income from securi- 
ties, pensions and the like. . 

A British subject who-emigrates for permanent 
residence outside the scheduled territories is also 
allowed to transfer some of his capital. But those 
who go to such countries as Canada or the USA: 
where our balance of payments is in deficit may not 
get the same treatment as those who emigrate to 
other countries. 

I should like to emphasize that with all payments 
of any nature, it matters little whether the transfer 
is In currency or in sterling. The effect is the same. 
ne foreign exchange reserves are diminished. 


` (To be concluded.) 
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WEEKLY NOTES 


Compensation and Income Tax 

The decision of Harman, J., in Anglo-French 
Exploration Co Ltd v. Clayson (rose! TR 291), 
which was the subject of a leading article in our last 
week’s issue, has been affirmed by the Court of 
Appeal. Giving judgment of the Court, the Master of 
the Rolls said that cases dealing with the cancellation 
of agencies showed that money received in respect 
of such cancellation must be treated as a profit 
received in the ordinary course of trade unless the 
cancellation had involved a substantial destruction of 
capital. In the present case the cancellation did not 
destroy the profit-making powers of the company 
and the decision that the sum received was taxable 
was right. (The Times, March 1st, 1956.) 


Expansion in Wages 
Preliminary results of the half-yearly inquiry into 
earnings and hours of labour of manual workers in 
the United Kingdom show that earnings in the last 
week of October were some 3 per cent higher than in 
April last. In October 1955, average earnings of 
adult male workers amounted to {11 2s 11d. This 


compares with earnings of £3 9s in October 1938 ` 


~an increase of 223 per cent. For all workers, the 
increase is 251 per cent. Average weekly hours 
worked in the industries covered by the inquiry were 
46g, the same as in April 1955, and o4 hours 
longer than in 1938. 

By comparison with the previous six months, the 
iacrease in earnings is modest. But by post-war 
custom, negotiations for wage increases take place 
towards the end of the year and the increases come 
into operation during the early months of the next. 
Compared with October 1954, average earnings of 
adult male workers were.g per cent higher, and those 
of all workérs nearly 11 per cent higher, than a year 
earlier, Since output in manufacturing industries 
rose by about 5 per cent between these two dates, it is 
clear that a good deal of the inflationary pressure 
in the economy has been generated by wage increases. 

Meanwhile, these increases continue, and a two- 

oint rise in the weekly wage index for January has 
just been reported. This brings the index up to 
156 (June 1947=100). The settlement of the wage 
claim put ferward by the engineering trade unions 
took effect from last Monday, with an 8 per cent 
increase on basic wages. With this, following the 
recent wage agreement in the mining industry, the 
pattern seems to have been set for increases of 
the order of 7 or 8 per cent — this pattern may govern 
the settlement of outstanding claims. 


Moving Man-power 
The recent difficulties which certain suppliers of 
materials and components for the motor-car industry 
have. experienced, especially in the Midlands, has 
emphasized the second ` problem which arises in 


pursuing a policy of deflation. The first objective has 
been achieved, namely, to provide manufacturers in a 
key industry with an incentive to reduce prices and tó 
produce for the export market. An essential con- 
comitant to such a policy is reduced overtime, short 
time and actual unemployment. The theory is that 
workers can now move into other industries where 
there are vacancies for them. 

No one will deny that, especially in the Midlands 
area, there are plenty of unfilled jobs. That does not 
mean that they will necessarily be quickly filled by 
men from the motor vehicle industry. There is 
inevitably a period of dislocation. The motor 
vehicle industry, like any other, releases its least 


` skilled and least essential operatives first. Under 


present conditions in the labour markets these, 
although comparatively unskilled, have been enjoying 
high earnings. They tend to be the least wanted in 
other industries and yet expect wages comparable 
with those which they have recently earned. This 
inevitably leads to a displacement of labour which 
can make its views known to local trade union 
officials who take up the time of harassed manage- 
ments with claims for spreading available work. 
At Coventry last week the unions were still demanding 
high wages from companies which were shedding 
operatives. 

There are signs, nevertheless, that the deflation | 
policy is working out on man-power to some extent. 
There are reports of better recruitment to British 
Railways in the Midland area and this, of course, is 
one of the ends to be achieved. Not many motor-car 
operatives, however, will want to become bus con- 
ductors or permanent way workers on British Rail- 
ways. It has been said that the success of a deflationary 
policy will be measured by the decrease in pressure 
for higher wages in industry. Such pressure may, 
however, take quite a long time to ease and the 
immediate criterion of success must be a switch of 
products from the home to the export market, 
reduced overtime in some industries and a movement 
of labour to the industries which have of late been 
starved of man-power. 


Higher Gold and Dollar Reserves 
During February the gold and dollar reserves gained 
$61 million which was the biggest increase since May 
1954 and put the reserves at $2,210 million, which is 
rather better than the monthly average in the last 
quarter of 1955. 

This was the second month in succession that an 
increase in the reserves was recorded. It 1s most 
noticeable, however, that the improvement has been 
caused by a movement of gold and dollars from the 
world outside the European Payments Union. This 
country’s position with E.P.U. continues to be some- 
What unsatisfactory. A deficit of $10 million was 
recorded in February following a deficit of $25 
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million in January. One has, in fact, to go back to the 
second quarter of last year to find a positive balance 
with E.P.U. 

It appears that the inflow of funds was fairly even 
throughout the month and that the increase in Bank 
rate did not have a noticeable effect on the rate of flow. 
It may be observed, too, that in the first quarter of 
last year there was a drop of $32 million in the 
reserves although Bank rate was increased in 
February last year. The position is thus better than 
at the same time last year (unless a resounding 
deficit is to be recorded for March, which is unlikely). 
The position is still precarious, however, for this is 
the season of the year when a good working surplus 
should be built up to meet the heavy seasonal bill for 
imports which falls due in the autumn. 


Restrictive Practices Bill 

The second reading of the Restrictive Trade 
Practices Bill was given in the House of Commons 
this week. The Opposition have tabled a motion for 
rejecting the Bill. Their main contentions are that the 
Bill does not follow closely enough the Monopolies 
Commission’s recommendations and that it does not 
give quick effective action to protect the public. The 
intention to set up a special court seems to Her 
Majesty’s Opposition to provide an opportunity for 
delay — and endless hair-splitting— instead of for action. 
Some features of the Bill are dislikéd by the Govern- 
ment’s supporters but the objections which are 
likely to be raised by the representatives of industry 
are matters which can be dealt with at the Committee 
Stage for they are mainly major drafting points. 
The Opposition, however, takes its stand on the 
basic principle that the question of whether a 
restrictive practice is against the public interest or not 
carries with it a political judgment (and to some 
extent an economic one as well), which should not be 
challenged by a court of law and that to give such a 
court certain criteria on which to judge whether a 
restrictive practice is inimicable to the public’s interests 
is to create loop-holes for those who practice them. 

It is perhaps at this point that the Opposition and 
the progressive point of view meet, for there 1s much 
to be bad for the view that widely drawn criteria 
for the court to use as a basis for its judgment will 
give those indulging in restrictive practices too easy a 
plea for making off with their arrangements under 
the argument of public benefit. It is to the clear and 
brief enunciation of circumstances in which public 
benefit can be pleaded that those who would improve 
the present draft of the Bill should give their 
attention. 

Technical Education 

A flood of information from the Continent and the 
United States, backed up by the chronic shortage of 
technical staff which industry is suffering from at 
present, has given particular point to the Govern- 
ment’s {97 million programme for technical educa- 
tion. £70 million is to be spent on technical college 
work in England and Wales, £10 million in Scotland 
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and {15 million and £2 million respectively on 
equipment. These plans were announced last week 
in a Government White Paper. 

The object is to increase by half the capacity of 
advanced courses at technical colleges and to double 
the number of young people who will be released for 
training by employers. A good deal of the flesh has 
to be put on the bones of this scheme. At this stage 
it amounts to little more than a capital development 
programme which has been guaranteed against 
future cuts. The White Paper stresses the need for 
giving as comprehensive a definition as possible of 
technical education. It is clear that the word 
‘technical’ ig meant to cover accountancy and 
costing, economics, management and labour relations 
as well as subjects connected with physics and 
chemistry. i 

The Government is anxious to encourage industry 
to play its part in finding the recruits for this 
expanded programme, and payment of fees om these 
courses is to count as business expenses for income 
tax purposes. Companies are also being asked to 
release apprentices for one day a week to attend 
technical courses and to release more qualified 
employees for part-time teaching during the day. 
It is reassuring at this stage that the Government 
foresees the necessity for management training to 
keep step with technical training. It is true that the 
country needs more technical people but there 
follows from this fact the need for better systems of 
control and more trained people to administer them. 
In consequence the call is for more accountants as 
well as for what are usually called technically trained 
personnel. 

Loans for Rhodesia 

A plea was made last week by Sir Roy Welensky, 
deputy Prime Minister of the Central African 
Federation, that the United Kingdom should advance 
development loans to Rhodesia free of interest. He 
contended that Rhodesia should not bear the cost 
of inflation in the United Kingdom. This is one of 
those arguments which are possibly more true than 
the speaker intended. Sir Roy was concerned by the 
high price of long-term capital in the London capital 
market at the present time and there is, of course, 
much to be said for developing the Commonwealth 
at low rates of interest — pleading for no interest 
payment at all is pushing the argument a little far. 

The very fact, however, that the London market 
is forced to charge a high rate to Rhodesia because 
the Government of the United Kingdom has to pay 
a high rate itself is closely connected with the fact 
that this country is in difficulties with its balance of 
payments. If this country was in surplus it would have 
more capital to lend abroad and it would also have a 
lower structure of interest rates. Interest on capital 
for investment is high for projects abroad, not so 
much because the Commonwealth is being asked to 
bear the consequences of high interest rates in this 
country, but rather because capital itself is scarce for 
investing abroad. 
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REVIEWS 


Ranking, Spicer & Pegler’s 
The Rights and Duties of Liquidators, 
Trustees and Receivers 


Twenty-second Edition 


by H. A. R. J. Wilson, F.G.A., F.S.A.A., and 
R. D. Penfold, LL.B., Barrister-at-Law 
(FLF.L. Publishers Ltd, London. 25s net) 


This book, like its present editors, hardly needs any 
introduction. In this edition the familiar shape and 
size of the volume have been altered, and for the 
better. As the editors say, no fundamental changes 
in the law have taken place since the last edition but 
the text has been revised and amplified where neces- 
sary and all the new case law having a significant 
bearing on the subject has been incorporated. 


Housing Rents — Accounting and Control 


by T. A. Bird, B.Sc.(Econ.), A.I.M.T.A., 
R. Howell, B.A.(Admin.), A.I.M.T.A., and 
H: G. Vincent, A.I.M.T.A., A.S.A.A. 


(The Institute of Municipal Treasurers and 
Accountants, London. 7s 6d post free) 


One of a series of research studies promoted by The 
Institute of Municipal Treasurers and Accountants, 
this booklet is concerned with the various methods 
of housing rent accounting used by local authorities, 
embracing the records for acknowledging payments 
by tenants and by collectors, recording the transac- 
tions in the offices of the local authority, and produc- 
ing figures for future incorporation in the ledger 
accounts. The booklet stresses the importance of 
this study by pointing out that in March 1953 there 
were 554 local authorities owning a total of 1,661, o18 
houses. The whole subject is closely examined both 
in respect of personnekemployed and of the kinds of 
records used. 


A First Approach to Economics 


by E. Victor Morgan 
(Sir Isaac Pitman & Sons Ltd, London. 20s net) 


‘The author has designed his book for the use, 
primarily, of first-year university students: it is an 
introduction to economics, not a text-book on the 
subject. This makes it, of course, the better reading 
for the ‘intelligent layman’, who is not studying 
economics as such, but wants rather wistfully to keep 
abreast of the credit ‘squeeze’ and such-like phe- 
nomena. Even more to his taste will be Professor 
Morgan’s 
‘belief that the more abstract ideas of economic 
theory are more easily grasped -if they can be 
presented against a background of facts and events 
with which the student is familiar’, 
This belief he has here implemented: the first 
hundred pages of the book outline the development 
of the industrial economy, the next hundred describe 
how modern Britain functions and thereafter, in 


200 pages, comes the theory of economic organization. 
Our intelligent layman may find this latter half of 
the book a good deal harder going than that which 
preceded it; if he stops at the end of the first half 
he will already have seen a pleasantly clear picture of 
what goes on around him, and if he goes on to the 
end he will know a lot more economics than the 
author’s modest foreword would lead him to expect. 


Taxes, Tariffs and Subsidies 
A History of Canadian Fiscal Development 


by J. Harvey Perry 
(Toronto University Press; Oxford University Press; 
Cumberlege, London. Vols. 1 and 2, £10 net) 


, This work is as fascinating in ‘its material as it is 
' pleasing in its presentation. It brings together all 
the pertinent facts relating to the development of 
federal, provincial and municipal taxation and fiscal 
policy in Canada, and presents them — from the tax 
in kind on beaver and moose pelts in 1650, to the 
repeal of the excise tax on chewing-gum in 1954 ~ 
~in an easily readable form. The pleasure of reading 
these volumes is, however, a by-praduct of its more 
serious aim, which is to aid in the understanding of 
Canada’s financial problems of the present day. As 


‘the author says, an understanding of yesterday is 


absolutely essential to an understanding of today. 

The work has been sponsored by the Canadian 
Tax Foundation, and Canada is lucky to have avail- 
able such a comprehensive review of the whole field 
of taxation at all three levels of government, covering 
the whole of Canada’s history. 

Among many other things, the work is obviously 
going to be a rich source of quotations on tax matters. 
One observes with interest, for instance, that in 
1897 British Columbia took the somewhat revolution- 
ary step of introducing a system of income taxation 
at progressive rates. The top rate, applicable to 
incomes over 20,000 dollars, was no less than 1# per 
cent. In typical vein the author comments that it is 
not recorded whether millionaires of the day regarded 
this impost as a serious threat to their fortunes or as 
a discouragement to further aggrandizement. 

It would be a mistake to imagine that the work is 
of interest only to Canadians; the fundamental prob- 
lems which are dealt with are common to all civilized 
communities. One of the internationally famous 
theories which the author deals with is the ‘single 
tax’ idea originated by Henry George’s Poverty and 
Progress, published in 1879. He took the view that 
while there was no objection to the private ownership 
of land, landlords should be required to pay over the 
rent to the State, less a small margin sufficient to 
induce them to collect it. Of course the British system 
goes one better by seeing that in many cases the 

elandlord never even handles the gross rent! 

A page from the history of Prince Edward Island 
may offer some ideas on the solution of the parking 
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problem. In 1908 an Act was passed there prohibiting 
motor-cars altogether; but by 1913 the ban was lifted 
so far as to confer a local option to allow motor-cars 
on the roads on Mondays, Wednesdays and Thurs- 
days only. 

At the end of the volumes there is a chronological 
table of the main events of taxation from 1650 
onwards, numerous tables of statistics, and a most 
extensive bibliography. 


Chitty’s Mercantile Contracts 


Edited by Barry Chedlow, Barrister-at-Law 
(Sweet & Maxwell Ltd, London. £2 15s od net) 


This book is based on the second volume of the 
well-known and long-established work, Chetty on 
Contracts. This has been revised and to a consider- 
able extent rearranged so as to convert a- practi- 
tioner’s book into a student’s text-book. The particular 
examination in mind is the Law Society Final. 
Covering nearly 700 pages, this new work constitutes 
a wide-ranging and thorough exposition of the law 
relating to mercantile contracts. It should be of value 
also to the general reader, in his capacity as a person 
who enters into all sorts of contracts almost daily, 
whether of sale, purchase, carriage, or any one of 
the many incidents of normal life. 


SHORTER NOTICES 


PRACTICAL BOOK-KEEPING AND ACCOUNTS, by A. J. 
Favell, B.sc.(ECON.), A.c.1.8. (University Tutorial 
Press Ltd, London. gs 6d net.) Book-keeping is 
essentially a practical subject, and this book justifies 
its title by dealing with it in an essentially practical 
manner. The principles are clearly explained and 
their exact application exemplified by many illus- 
trations. The new (fourth) edition has been revised 
by Mr F. C. Thurling, B.A., A.c.1.8. The chapters on 
‘Kinds of purchases’, The trial balance’ and “General 
principles’ have been usefully expanded, and a 
separate chapter is now devoted to ‘Manufacturi 
accounts’. Some complete examination papers at the 
elementary and intermediate stages of the Royal 
Society of Arts are now included. 

~ Income Tax, SUR TAX AND Profits Tax (Fourteenth 
Edition), by E. Miles Taylor, F.c.a.,F.3.A.4. (Textbooks 
Ltd, Harpenden, Herts. 30s net.) This is a very well 
written text-book on three troublesome taxes, and 
covers close on 600 pages. Its value to the student is 
greatly enhanced by the many arithmetical examples 
which illustrate the principles stated. 

KonstTaM ON Income Tax, Fourth Cumulative 
Supplement to Twelfth Edition. (Stevens & Sons 
Ltd, London; Sweet & Maxwell Ltd, London. 
7s 6d net.) The principal changes in this new edition 
of the supplement to ‘Konstam’ are those affecting 
personal allowances in the Finance Act, 1955. As 
usual, reference tothe supplement is greatly assisted 
by the provision of an index. 

CONVERTING A Business INTO A PRIVATE COMPANY, 
(Fifteenth Edition), by Stanley Borrie (Jordan & 
Sons Ltd, London. 4s 6d net.) As well as explaining 
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the formalities of conversion, Mr Borrie enumerates 
the advantages and privileges of a private company. 
The usefulness of his essay would be further en- 
hanced if he were to provide an index in subsequent 
editions. 

GREEN’S DEATH DUTIES, Fourth Cumulative Supple- 
ment to Third Edition, by H. W. Hewitt, LL.B. (LOND.), 
(Butterworth & Co (Publishers) Ltd, London. 7s 6d 
net; 7s 10d by post.) This supplement brings “Green’ 
to September 1st, 1955. It includes some new notes 
(with example) on the valuation of shares on the 
assets basis, and notes on the special treatment in 
relation to reversioners to land on which there is 
timber. The author has resiled from his statement 
in the previous supplement that A.-G. v. Boden 
could no longer be regarded as a good authority. 
The new cases, happily not so numerous, are duly 
noticed, together with the amended agreement with 
South Africa. 

BENJAMIN ON SALE, Supplement to Eighth Edition, 
by I. Goldsmith, LL.B., Barrister-at-Law. (Sweet & 
Maxwell Ltd, London. 4s net.) This brief supple- 
ment brings up to date at June ist, 1955, the well- 
known text-book on the law relating to the sale of 
goods. 

SHAW’s GUIDE TO INCOME Tax RELATING TO LOCAL 
AUTHORITIES, Cumulative Noter-up (1953-55) by 
Frank Mellor, a1.M.T.A., ARV.A. (Shaw & Sons 
Ltd, London. 1s 6d net.) The period 1953-55 has 
not been a very full one in relation to income tax on 
local authorities. Such changes as there are are duly 
dealt with in this brief supplement. 

AN EXECUTOR’s ACCOUNTS, Supplement to Eleventh 
Edition, by E. Miles Taylor, ¥.c.a., F.8.a.A., S. C. 
Hough, A.I.B., and O. Griffiths, M.A., LL.B., Barrister- 
at-Law. (Textbooks Ltd, Harpenden, Herts. 1s 3d 
net.) By far the greatest part of this supplement 
is devoted to changes in the law of estate duty 
brought about by the Finance Act, 1954. The exposi- 
tion of this matter is accompanied by useful examples. 


RECENT PUBLICATIONS ` 


GENERAL FrNANCIAL KNOWLEDGE. The Principles and 
Practice of Finance, 6th edition, by E. Miles Taylor, 
F.C.A., F.S.AA., and A. H. Coles, A.c.1.8. ix-+340 pp. 
9x6. 20: net. Textbooks Ltd, Harpenden, Herts: 

THE CHAMBERS OF COMMERCE MANUAL, 1955-56. xiv-+7g0 
pp. 10X 7%. £2 ros net. (£2 zs for members of Chambers 
of Commerce afhliated to The Association of British 
Chambers of Commerce). United Trade Press Ltd, 
London. 

How tro Retire SuccessFutiy, by Carlton Wallace. 160 pp: 
8X5}. ros 6d net. Evans Brothers Ltd, London. 

Casu McCa.1, by Cameron Hawley. 446 pp. 8 x 54. 16s net. 
Hammond, Hammond & Co Ltd, London. 

ACCOUNTING Practice, by K. Hall West, A.C.A., A.C.W.A. 
132 pp. 845}. 21s net. ars gd by post. Gee & Co 
(Publishers) Ltd, London. 

Income Tax FOR THE LAYMAN, 3rd edition. 144+iii pp. 
ob x 6. Central Board of Revenue, Government of 

dia, New Delhi. 

Key ro Munro's BOOK-KEEPING AND ACCOUNTANCY. 
300 pp. 74x5. 18s net. Sir Isaac Pitman & Sons Ltd, 

ndon. l 3 

Te INvgstor’s Pocger Boog, edited by Carlton Wallace. 

160 pp. 64X4. 5s net. Evans Brothers Ltd, London. 
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FINANCE AND COMMERCE 


Middle East uncertainties have combined with evi- 
dence of the credit ‘squeeze’ on the home economic 
.. front to bring further depression to the stock markets. 
Selling has been light but its persistence has brought 
a renewed fall in prices. 


‘Oxo’ Accounts 


The reprint this week gives the accounts of Liebigs’ 
Extract of Meat Co Ltd, otherwise the ‘Oxo’ com- 


- pany. It has very widespread interests, which, once | 


centred in the River Plate area, are now extended to 
the Rhodesias, Nyasaland, Tanganyika, Nigeria, the 
` Sudan, etc., and, of ‘course, in Europe. Among the 
‘Jatest extensions is a factory at Toronto scheduled to 
-begin operations next August. 

Another important development from the aspect 
of administration, noted by Mr Kenneth Carlisle, the 
‘chairman, is the change in Government in Argentina 
where “The general financial and economic position 
of the-country since disclosed by the investigating 
- authorities is-indeed serious and even precarious.’ 
< The uncertainty in the Argentina situation and the 
extent to which the company is committed. in that 
country compared with its interests elsewhere has 
been a drawback from the investment angle. This, 
. however, is remedied in the latest accounts which 
provide in a ‘Location of consolidated net assets’ the 
figures under headings of ‘Sterling area’, ‘River Plate 
-area and ‘Other non-sterling areas’. Less than one- 
third of the equity, it is now shown, is represented by 
net assets in the River Plate area. 


Source of Income 


Having gone so far, the directors now might well 
consider applying the same process to the company’s 
_ income, the source of income being a logical accom- 

‘paniment to the location of the assets which produce 
the income. 

On the location of net assets, the chairman points 
out that net assets in sterling and non-sterling areas, 
respectively, have been shown on the face of the 
balance sheet for some years past with, he says, per- 
haps. some.added complexity to the balance sheet. 
The present separate statement and the wider 
analysis is undoubtedly an improvement. 

Reverting to conditions in Argentina, Mr Carlisle’s 
observations should interest those with financial risks 
in that country. Under the latest exchange regulations, 
dividends and profits earned in periods after June 
30th, 1955, are remittable at the free market rate, but 
. it is impossible, he says, to forecast the extent of 
future remittances in view of the unsettled and in- 
flationary conditions prevailing and the necessity in 
these conditions, to conserve funds for the purposes 
of working capital. . E 

Incidentally, strong onsa are now being made by 
the Argentine authorities to obtain credits on the 


strength of which imports needed for the restoration 
can be obtained. The railways, for instance, have a 
long backlog of maintenance to overtake. Another 
line for which credits have been sought is oil-drilling 
rig. The origin of the word ‘credit’, however, implies 
a belief that the money will be repaid and credit is 
not so easily come by when the seeker still dallies in 
payment for assets expropriated over ten years ago, 
which is the present position of the Primitiva Gas 
Company. 


Not in the Act 


Why no comparative figures? Sir Harold Bellman, 
the chairman of the Abbey National Building Society, 
was asked when the Society’s accounts for 1955 were 
publicized: Comparative figures are not required by 
the Act, he replied. This negative attitude was the 
sort of thing we encountered in the 1930s when the 
form of company accounts, now accepted as normal, 
was being urged in this column. What was not 


. required was not desired. 


Sir Harold might have been reminded that the Act 
does not require the provision of telephone numbers, 
yet we note from the annual publication that his head 
office at Abbey House, Baker Street, London, NW1, 
can be called on Welbeck 8282, and the telephone 
numbers of over fifty principal branch offices are 
likewise provided. It is a simple convenience like the 

"phone number on one’s own notepaper. And com- 
parative figures are a convenience, which, it so 
happens, was recognized by the directors of the 
Co-operative Permanent Building Society whose 
report and accounts were published on the very 
same day. 

A table is also convenient for many things and 
especially on which to rest a register of members after 
payment of the inspection fee required by the Act. 
But readers will recall the plight of the unfortunate 
shareholder who, with his company’s register of 
members in his hands, was told that a table was not 
prescribed in the Act. ’Tis indeed a hard world. 


Non-voting Shares 


We note with interest that the directors of Edwards 
High Vacuum Ltd have decided that the new shares 
being issued by way of rights to shareholders shall 
carry equal voting rights with existing ordinary 
shares. ‘The original intention was to make the issue 
in new ‘A’ ordinary shares carrying one vote per {1 
nominal compared with one vote per 4s nominal in 
the case of the existing ordinary. They admit that 
their decision.has been influenced by recent criticism 
of the issue of equity capital carrying limited or no 
voting- rights. and apparently certain institutional 
investors raised the matter with the board. 

One of the main objections to the non-voting 
ordinary share is that it enables control of a company 
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to be obtained by the acquisition of what may be a 
minor part of the equity. 

This matter of non-voting ordinary shares has 
recently been raised. by the Chartered Institute of 
Secretaries with the Stock Exchange, London, and has 
resulted in a recommendation by the Stock Exchange 
that non-voting shares should be ap described in their 
title. The Stock Exchange, however, was not prepared 
to make the matter a condition precedent to the grant- 
ing of quotation for non-voting shares and further 
decided it would be impossible to insist upon com- 
panies altering the title of their securities except by 
legislation. Which, we feel, rather underestimates the 
power of the Stock Exchange if it only had the energy 
to exercise it. | 

Braid Finance 

This year’s accounts of Braid Group Ltd: are 
accompanied for the first time by the accounts of a 
subsidiary, North West Securities Ltd, in circum- 
stances that are rather interesting and, one might 
surmise, not unconnected with the credit ‘squeeze’. 
Braid Group itself is a motor vehicle distributor 
with its own engineerin’ shops. North West Securi- 
ties is a finance company. 

North West Securities’ balance sheet at September 
30th, 1955, shows £146,616 in capital and reserves, 
against £106,268, current liabilities £547,620, against 


THE ACCOUNTANT 


March 10th, 1956 


£129,505, current assets £778,621, against £266,206, 
and fixed assets £8,148, against £2,902. The jump 
in balance sheet total from £269,108 to £786,708 is 
mainly due to hire-purchase debtors (secured on 
merchandise invoiced at £1,607,764) of £771,743, 
against £265,358, financed mainly by an increase in 
the amount due to Lloyds Bank from £68,804 to 
£361,126, in bills payable secured by hire-purchase 
agreements from {3,077 to £91,061 and in short-term 
loans and deposits from £35,450 to £75,628. 

Bank credit is being contracted. The aim is, 
therefore, to attract investors’ money into the business 
in deposits for which purpose North West Securities 
has been made into a public company and its balance 
sheet published with a prospectus inviting deposits 
at a rate which will vary from time to time but which 
at present is 64 per cent. The deposits are repayable 
up to {100 on demand, to £1,000 on thirty days’ 
notice, £5,000 on three months’ and over £5,000, six 
months’ notice. 

Money Market 
Outside competition for Treasury bills remained 
keen and applications on March znd totalled 
£399,090,000. At a maintained bid of £98 13s 11d the 
market obtained 38 per cent of requirements with the 
average rate £5 4s o-86d per cent. This week’s offer is 
£240 million. 





LOCATION OF CONSOLIDATED NET ASSETS 








STERLING AREA RIVER PLATE OTHER NON-STERLING 
AREA AREAS , TOTAL 
(See Note | below) (See Note 2 below) (See Note 3 belaw) 
1955 1954 1955 1954 1955 1954 1955 1954 
£ £ £ £ £ £ £ £ 
FIXED ASSETS, at net book values 2,285,698 2,154,410 | 694,094 1,678,892 1,799,178 1,659,737 5,778,970 5,493,039 
INVESTMENTS .. ge e 43,098 5 — = 36,254 35,547 79,3 40,8 
NET CURRENT ASSETS 4,079,957  3,778,40i 1,420,624 972,118 1,992,375 1,672,611 7,492,956 6,423,130 
AMOUNTS IN SUSPENSE 9,219 20 — — 18,463 85,066 27,682 105 
(Cr.) (Cr.) (Ce) 
6,417,972 5,917,862 3,114,718 2,651,010 3,846,270 3,282,829 13,378,960 11,851,701 
Deduct: 
Loan Capital de i SN 599,900 ~ — — 217,786 177,540 717,786 177,540 
interests of Outside Shareholders 811,906 807,45} 1,693 1,649 96,499 78,523 910,098 887,623 
1,311,906 807,451 1,693 1,649 314,285 256,063 1,627,884 1,065,463 
£5,106,066 £5,f10,41i £3,113,025 £2,4649,367 £3,531,985 £3,026,766 £11,751,076 £10,786,538 





























NOTES 


i. The “Sterling Area’’ comprises countries within the Scheduled Territories”’ as defined for Exchange Control purposes. 


2. The "River Plate Area” comprises Argentina, Paraguay and Uruguay. 


3. Net Assets in ‘Other Non-Stcerling Areas'’, £3,531,985, Include £2,972,931 (£2,469,628) on the Continent of Europe. 





AUDITORS’ REPORT TO THE MEMBERS OF LIEBJG’S EXTRACT OF MEAT COMPANY, LIMITED 


We have obtained al! the information and explanations which to the best of our knowledge and bellaf were necessary for the purposes of our audit. 
in our opinion proper books of account have been kept by the Company so far as appears from our examination of those books and propor returns 
adequate for the purposes of our audit have been received from branches not visited by us. We have examined the annexed Balance Sheet which Is in 
agreement with the books of account. The results of one foreign branch brought Into these Accounts Include substantial claims against focal authorities 
which the focal auditors report as reasonable though sl sublect to agreemant and therefore provisional. Subjece to the foregoing and to the remarks 
contained in Note 5, in our opinion and to the best of our information and according to the axplanations given to us the said Balance Sheet together with 
the Notes thereto gives the information required by the Companies Act, 1948, in the manner so required and gives a trua and fair view of the state of the 
Company's affairs as at 3ist August, 1955. 

We have also examined the annexed Consolidated Balance Sheet and Consolidated Profit and Loss Account of the Company and Its Subsidiaries with 
the audited Accounts of those companies, certain of which have not been audited by us. Subject to the foregoing, in our opinion uch Consolidated Balance 
Sheet and Consolidated Profit and Loss Account together with the Notes thereto have been properly prepared In accordance with the provisions of the 
Companies Act, 1948, so asta give a true and fair view respectively of the state of affairs as ac 31st August, 1955, and of the profit for the perlod ended 
on that date, of Lieblg’s Extract of Meat Company, Limited and Io Subsidiaries so far as concerns the members of Liebig’s Extract of Meat Company, 
Limited, and zo far as is practicable having regard to che fact that Accounts of some of the Subsidiarias are made up to different dates and cover different 
perlods from those of Lieblg’s Extract of Meat Company, Limited. 

4 & J. SAWYER & CO. 


London. BINDER, HAMLYN A CO. 
&th February, 1956. e 


Loes Accountants, 
Auditors. 


D 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Chiid Allowance: Articled Clerk 


Sir, - I am wondering whether ‘B.E.F.’ (February 
25th issue) has missed the point of ‘Primo’s’ inquiry. 
His statutory references are quite correct, but the 
effect of them is that emoluments may no longer be 
‘deemed’ to be returned premium for the purpose of 
calculating total income of a possible subject of child 
allowance. 

Where in fact the articles of apprenticeship 
expressly provide for the payment of sums by way of 
return of premium, it is arguable that these sums are 
not income arising from the employment and are 
neither assessable upon the apprentice or clerk, nor 
should be taken into account in determining whether 
child allowance is due. 

I should certainly fight a case in which these were 
the circumstances, before the Commissioners if 
necessary. Yours faithfully, 

EXPECTOR. 


“Trusts and Taxation’ 


Sm, -I read with great interest the reprints of 
Mr Brightman’s lectures on the above subject, 
which appeared in your issues of February 18th and 
25th, but I am not quite clear whether the method 
of bringing a trust to an end by the purchase of the 
reversionary interest by the life-tenant would be 
feasible in the case of a settlement where there are 
several life-tenants sharing equally and where the 
capital funds are only divisible among the rever- 
sioners on the death of the last surviving life-tenant. 

I am a trustee of a settlement, particulars of which 
are as follows: 


Life-tenants A B, G; 
(daughters of settlor) , 
Ages ` cx OF 57 43 

Reversioners .. tage 44 age3z4 1 age 18 (F) 
(grandchildren) (M) (F) 1 age 16 (M) 

` r age 13 (F) 


Remoter issue 
(great grandchildren) nil nil I age I 

The capital of the settlement is divisible, on death of 
last surviving life-tenant, per stirpes among grand- 
children or remoter issue. 

Trust fund consists of holdings in private company 
plus marketable securities but estate duty (at rate of 65 
per cent) will greatly exceed realizable value of marketable 
securities. 

Life-tenants have no free estate. 

Settlor still living. 


It is clear that, particularly in the case of A. and B., 
the reversioners might die before the last surviving 
life-tenant and thus fail to succeed. 

I wonder if any of your correspondents have had 
successful experience of relieving the burden of 
estate duties in circumstances similar to the above. 

Yours faithfully, 
DULLBOY. 


‘Audit’ and ‘Stock-taking’ Statements 


Gm, - My company receives hundreds of requests 
throughout the year for ‘audit’ and ‘stock-taking’ 
statements, particularly immediately after December 
31st, which happens to be the time our own accounts 
are closed. In these days, accounting staffs are fully 
loaded and the burden placed on them to deal with 
audit statements is very considerable and costly. I 
wonder whether our friends in the profession are 
fully aware of the difficulties caused by their practice 
of requiring audit statements and whether they ` 
regard this practice as essential? 

In our case we find particular difficulty on part of 
our organization where we operate a ledgerless 
system, sending statements with invoices to our 
customers, with audit statements falling completely 
outside the usual routine. ° 

Yours faithfully, 


Birmingham. J. NIGEL HILLMAN. - 


Exempt Private Company: Issue of Shares 


Sir, — An exempt private company has decided to 
issue further shares: Can it invite applications from 
directors without issuing invitations to all the share- 
holders, please? 
` Yours faithfully, 
GREEN INK. 


Savings Incentive 


Sir, — Could words be more true than those on page 
211 of your February 25th issue: 


‘It is becoming increasingly clear that there is no 
alternative to increasing the incentive to save if in- 
flation is to be successfully combated.’ 


But your observation merely states a problem of 
paramount importance to our country, the sterling 
area and, most likely, even further afield. Politicians 
and economists having failed either to solve the 
problem in theory or effectively to apply a solution, 
can accountants through the courtesy of your 
columns suggest practical remedies? 

Having regard to the recent history of National 
Savings, for instance, is it not a fact that (ridiculous 
though it may appear to be), so-called saving has 
produced heavy loss of purchasing power in so far as 
the would-be savers have been concerned? Using 
values attributed to the former Chancellor of the 
Exchequer, if {1 saved in 1945 becomes only 
12s 8d in 1955, is it the wise or the foolish who 
deposit their small savings in State securities such as 
National Savings Certificates? Capital -the nation 
must have, but is there sense in investing in what 
experience teaches is certain loss? 
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The gold standard having been abandoned, there 
- is no international automatic check on money values. 
Are not would-be savers at the mercy of paper-money 
makers who are politicians bound by no international 
code relevant to finance? From this does it not follow 
that the age is passed in which savings should be 
expressed in terms of mere money and that savings 
(if there is to continue to be an incentive to save) 
must henceforth be expressed in terms of purchasing 
power? 

Would the much-needed incentive be created if 
State savings were pegged to a cost-of-living index 
in a manner similar to that in which wages are 
pegged by the seemingly all-powerful trades unions? 
If the purchasing power approach became generally 
- acceptable, lenders would willingly accept encashment 
of National Savings at a discount in the event of a 
reversal of the inflationary trend. With less money in 


Covenant to Pay on a Gold Basis 


In Treseder-Griffin and Another v. Co-operative | 


Insurance Society Ltd (Law Times, December 23rd, 
1955) a lease had been granted in the following 
terms: 
‘Paying therefor yearly . . . either in gold sterling 
or Bank of England notes to the equivalent value in 
gold sterling the rent of £1,900...’ 
By reason of the Gold Standard (Amendment) Act, 
1931, notes were the only currency in which such a 
sum could be paid and by the Exchange Control 
Act, 1947, all gold had to be surrendered to the 
T . The defendants were assignees of the 
lease, and the landlords, until 1953, accepted without 
prejudice to their rights the quarterly sum of £475: 
They now claimed in respect of the rent of each of five 
quarters the sum in notes which would be required 
to buy £475 in sovereigns if gold had been obtainable. 

The Court (Lord Goddard, C.J.) held that the 
clause defined the means by which the rent was to be 
ascertained, that the words ‘gold sterling’ must be 
read as meaning ‘gold coin’. The plaintiffs were thus 
entitled to recover. ` 


Company Winding up 

In Re Karsberg Ltd E Temes, December 3oth, 
1955) the receiver of a private limited company 
informed creditors four days after his appointment 
under a debenture that it was proposed to put the 
company into liquidation. The following day two 
creditors presented a petition for compulsory winding- 
up. Six weeks later the creditors, pursuant to Section 
293 of the Companies Act, 1948, resolved that the 
company should go into a creditors’ voluntary 
winding-up and the large majority of the creditors 
in number and value opposed the petition. The 
company’s affairs seemed to be such as to justify an 

examination into its management and the petitioners 
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hand on encashment, they would be better off than 
under present conditions of issue. 

Also, does not national credit require that those 
who have been induced to ‘invest’ in National Savi 


(which have proved to be ‘losings’) should be 


compensated by a cost-of-living index bonus when a 
holding is encashed? Even if the theoretical cost is, 
say, £1,000 million it would be spread over many 
years of encashment and the mere fact that invest- 
ment in State funds had become more credit- 
worthy might well create such anti-inflationary 

pressure that the value of money would rise, causi 
the need for the purchasing power bonus to disappear. 
What are the views of accountants? Faith in 
savings is being destroyed. Can our professional 
brethren point the way? . ; 

Yours faithfully, 
MIDLANDS PRACTITIONER. 


CURRENT LAW 


maintained that as Section 270 (1) of the Act would 
provide power to require persons to attend for public 
examination, this was a ground for ordering a 
compulsory winding-up. 

The Court of Appeal held that the order should 
not have been made, because (a) the great majority. 
in number and value of the creditors opposed it 
Re Home Remedies Ltd ({1942] 2 All E.R. 552) and 

e Ithaca Shipping Co Lid ([1951] 84 LI. Rep. 50)); 
and (b) there was no evidence of hardship or in- ` 
justice which would justify the Court in departing 
from that rule and that by virtue of Section 307 (1) 
and Section 270 (1) of the Act, it was possible in a 
voluntary winding-up to order public examinations - 
(Re Campbell Coverings Lid ({1954] 1 All E.R. 222)). 


Administration of Estates ` 


A testator borrowed £10,000 from a bank against two 
mortgages of real property, some building society 
shares and a guarantee. In’ his will he devised one 
of the properties to the plaintiff absolutely, the 
residue being on trust equally for two other persons. 
He provided further that if the plaintiff wished to sell 
the property devised to her, a purchaser should have 
the option to buy at £2,000. He did not direct that 
Section 35 of the Administration of Estates Act, 
1925, should not apply and the question arose as to’. 
what part of the bank debt should be borne by the 
plaintiff’s property. - 

Harman, J., held that before resort was had to 
that property, the property in residue should first 
be applied in discharge of the debt. The fact that 
the testator had given an option to buy the property 
devised to the plaintiff at a lower price than the 
proportion attributable to it if Section 35 applied, 
did not signify an intention to exclude the section 
(Re Biss (deceased) Heasman o Biss and Other 
(Law Times, January 13th, 1956). 
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DISTRICT SOCIETY 


OF CHARTERED ACCOUNTANTS 


Call for Clearer Language in Finance Acts 


The annual dinner of The Birmingham and District 
society of Chartered Accountants was held at The 
Grand Hotel, Birmingham, on Thursday, March rst. 
Mr Stanley Dixon, M.A., A.C.A., President of the 
Society, presided and with Mr W. S. Carrington, F.c.A., 
President of The Institute of Chartered Accountants 
in England and Wales, received the 416 members and 
guests, among whom were Alderman A. Lummis 
Gibson, J.P., Lord Mayor of Birmingham; Colonel 
Sir Harold Smith, K.B.E., D.L., M.1.C.E., M.INST.GAS E., 
Chairman, The Gas Council; The Rt. Rev. J. L. 
Wilson, C.M.G., M.A., D.D., Lord Bishop of Birmingham; 
Professor Gilbert Ryle, M.A., Waynflete Professor of 
Metaphysical Philosophy in the University of Oxford; 
Mr R. B. Leech, M.B.E., T.D., F.C.A., Vice-President of 
the Society; and 
Dr R. S. Aitken, M.D., D.PHIL., HON.LL.D., F.R.C.P., 
F.RAC.P, (Vice-Chancellor, Untoersity of Birmingham); 
Messrs Geoffrey L, Barnes, M.A., A.C.A. (Secretary, Univer- 
sity of Birmingham); J. Edward Bellis, M.1.MECH.B. (Vice- 
President, Birming Chamber of ta la D. H. 
Buchanan (Agent, Bank of England, Birmingham); Stephen 
F. Burman, c.B.E. (Pro-Chancellor, University of Birming- 
ham); G. A. Burridge, F.c.1.8. (Chairman, Birmingham and 
District Branch, Chartered Institute of Secretaries), R. 
Kynoch Clark, a.c.a. (Official Receiver, Birmingham); 
E. G. R. Clements (President, Birmingham Insurance 
Institute); J. P. Court, F.c.w.a. (President, Institute of Cost 
and Works Accountants, Birmingham and District Branch). 
Professor Donald Cousins, B.COM., A.C.A. (Professor of 
Accounting, University of Birmingham); Messrs W. F. Curtis, 
F.C.A. (President, Bristol’ and West of England Soctety of 
Chartered Accountants); K. K. Dale, F.R.1.c.8. (Chairman, 
Warwickshire, Staffordshire and Worcestershire Branch, 
Royal Institute of Chartered Surveyors); G. le B. Diamond, 
C.B.E., M.I.MECH.E., M.INST.GAS E. (Chairman, West Midlands 
Gas Board); R. B. Dixon, F.c.a. (President, Birmingham 


Chartered Accountant Students’’ Society); Derek du -Pré 


(Editor, ‘The Accountant’); H. R. Elliston, a.c.a. (Chairman, 
Wolverhampton Branch, Birmingham and District Society 
of Chartered Accountants); J. Fawcett (President, Birmingham 
Branch, Association of H.M. Inspectors of Taxes). 

Messrs E. O. Frank, v.c.a. (President, South Eastern 
Society of Chartered Accountants); E H Hackett, F.A.I. 
Chairman, Chartered Auctioneers and Estate Agents Institute, 

irmingham and West Midlands Branch); C. H. Hills, F.8.A.a. 
(President, Incorporated Accountants’ Birmingham and 
District Society), Alfred W. Jeffs (Chairman, Birmingham 
Stock Exchange Committee); A. J. Josey (Editor, ‘Evening 
Despatch’); E. N. Macdonald, p.F.c., ¥F.C.A. (President, 
ee Society of Chartered Accountants); Alan S. 
Maclver, M.C., B.A. (Secretary, Institute of Chartered 
_Accountants in England and Wales). 

Messrs R. P. Matthews, B.COM., J.P., F.c.A. (Chairman, 
London and District Society of Chartered Accountants), F. S 
Mowforth, F.c.A. (President, Hull, East Yorkshire. and 
Lincolnshire Society of Chartered Accountants); F. G. 
Nicholas, F.c.A. (Chairman, Stoke-on-Trent Area Branch, 
Birmingham and District Society of Chartered Accountants); 
Norman Oswald, F.c.1.B. (Chairman, Corporation of Insur- 
ance Brokers); H J. Redfern, F.c.a. (Chairman, Coven 
Area Branch, Birmingham and District Soctety of Chartered 
Accountants); F. Seebohm (President, Institute of Bankers, 
Birmingham Local Centre); M. D. Stirling (Hon. Secretary, 
Birmingham Chartered Accountant Students’ Society). 

Messrs J. A. C. Taylor, M.a., LL.B., (President, Birmingham 


- s0 long as pro 


Law Society); L. W. Underwood, F.c.a. (President, Notting- 
ham Soctety of Chartered Accountants); W. Vaughan- 
Reynolds, B.LITT., M.A. (Editor, ‘Birmingham Post’); 
S. T. Walker, M.A., F.RI.B.A (President, Birmingham and 
Five Counties Architectural Association); G. Waterworth, 
F.C.A. (President, Manchester Society of Chartered Account- 
ants); C. A. Whittington-Smith, LL.M., F.C.A. (President, 
S and District Society of Chartered Accountants); 
P. H. Wigley, F.A.C.C.A. (President, Birmingham and District 
Society oF Certified and Corporate Accountants). 

The toast of ‘The City of Birmingham’ was proposed 
by Sir Harold Smith, and in the course of his reply, the 
Lord Mayor referred to modern accountancy methods 
which produced results with machines. He continued 


“The City of Birmingham could not prosper without this 
pro , for in modern industry, its enormous concen- 
trations of workpeople are only content to be employed 
r record is made of their earnings, and a 
proper pay et is paid to them af the end of the week. 

“There is a tendency for accountants, and indeed, all 
who are engaged in accountancy work or recording of any 
kind, to be regarded as non-productive workers. I say 
without hesitation that without proper accountancy, without 
proper recording methods, modern industry could not 
proceed for another week.’ 


The Pursuit of Truth 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by the Bishop of 
Birmingham, who said that there had grown up in the 
last ten or fifteen years a very much increased activity 
for chartered accountants, not only through taxation 
but ‘through increased authority. ‘Authority,’ he said, 
‘ig a very valuable thing but it can also be a very danger- 
ous thing’. He continued 

‘In a world of changing standards, in a world where 
there is so much propaganda, in a world where there is. 30 
much put out as lies, it is valuable to have a body of people 
who are trusted, and trusted especially to tell the truth. 

‘That is one of the great things that this Institute has 
stood for—the accuracy of accounts, the integrity of their 
work and the value they place on right conduct. It is a very 
great pleasure to me therefore to be able to stand up and 
propose the health of such an Institute which is concerned 
with one of the most important and magnificent things — 
the pursuit of truth.’ 

Responding to the toast, Mr Carrington referred 
to the detrimental effects of high taxation on the 
industry and trade of this country. ‘No economist, how- 
ever learned’, he said, ‘has ever succeeded in persuading 
me that high taxes do not increase the cost of produc- 
tion, and if we are to succeed in the competitive field 
of- overseas trade, high costs are just about as helpful 
as would be a ball and chain affixed to an Olympic 
runner.’ (Applause.) 


Involved Language of Finance Acts 


‘There is another feature, however, about our fiscal 
legislation to which I would like to refer; this concerns the 
ower-involved language in which the fiscal legislation of 
the last decade or so has been drafted, and the very far- 
reaching and oft-times unintended effect of some of the anti- 
avoidance legislation. 
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“We accountants may have become immunized or possibly 
stupefied by long suffering, to a state where we accept as 
unavoidable the involved draftamanship of successive 
Finance Acts, but may I just recall for your benefit what 
has been said elsewhere on the subject. In giving judgment 
in a case heard by the House of Lords in July 1951, Lord 
Simonds said: “The facts of the case are somewhat involved 
but Pee no real difficulty; it is in the application to them 
of the relevant sections of the Finance Act, 1940, that I 
have found it impossible to reach any conclusion that is 
wholly satisfactory.” Later in the same judgment — ‘“The 
alternative claim which arises under Section 46 of the 
Finance Act, 1940, must now be considered. It involves 
the consideration of provisions which are, I think, of 
unrivalled complexity and difficulty, and couched in 
language so tortuous and obscure that I am tempted to 
reject them. as meaningless”. 

“In the course of giving judgment in the same case, Lord 
Radcliffe referred to the provisions of this legislation as 
expressed with a vagueness that was both diffuse and am- 
biguous and he then said: “The prayer of Ajax — ‘Slay me, 
but slay me in the light’ — has been heard before in-your 
lordships’ House but | think its appeal is even stronger when 
obscurity. is created by deliberate legislation, than when it 
arises from: the less wilful confusions of the common law.” 

“The Royal Commission said in its report ~ “We are dis- 
turbed by the criticism that much of the anti-avoidance 
legislation is obscurely worded and drawn more widely than 
its purpose requires” and the report went on to say that 
no one who tries to read through and understand the 
legislation relating to surtax on private companies would 
say that the twenty sections concerned are really intelligible. 
Further, the Commission doubted whether many lawyers 
could expound with confidence the effect of the twenty-six 
sections of the Income Tax Act relating to the taxation of 
settlors in respect of settled or transferred income.’ 
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Time for ‘Determined Effort’ 

“The time has surely come when a really determined 
effort should be made to have Finance Acts drafted in 
language that can readily be understood by those whose 
work is concerned with the computation and assessment of 
tax liabilities, or with advising clients on where they stand 
on any particular issue. (Hear, hear.) 

“The number of skilled-man-hours which must be spent 
every year in this country on wrestling with legislation 
such as that to which I have referred must be quite incred- 
ible, and so far as the nation is concerned I suggest that such 
See S from an economic standpoint, wasted time. (Hear, 

ear. 

“The thousands of man-hours spent on seeking answers 
to wellnigh insoluble problems would be much better. 
employed in assisting industry to achieve higher production 
at lower costs, and I do hope that the Chancellor will accept 
the view of the Royal Commission that the opportunity 
should be taken to conduct an expert review of the avoidance 
sections of our tax legislation on terms to inquire to what 
extent, if any, the relevant legislation may have been shown, 
in the light of experience, to have been drawn too widely 
for its purpose and to recommend modifications of the legis- 
lation that will make it shorter, briefer and more precise.’ 
(Applause.) 

Mr Carrington then referred to the problem of find- 
ing more vacancies for overseas students who wish 
to become articled clerks. 

The toast of ‘Our-Guests’ was proposed by the Presi- 
dent, Mr Stanley Dixon, and Professor Ryle responded. 

Before the proceedings concluded, Mr Dixon warmly 
commended the excellent work done by Mr Denis 
F. Dodd, T.D., F.c.A., Honorary Secretary of the Society, 
Mr E. Hemsoll, M.c., Clerk to the Committee of the 
Society, and Miss Harrison. 


SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


Auditors’ Advice in Planning and Conduct of Business 


The annual dinner of The Sheffield and District 
Society of Chartered Accountants was held at The 
Grand Hotel, Sheffield, on Friday, March 2nd. The 
President of the Society, Mr C. A. Whittington-Smith, 
LL.M., F.C.A., was in the chair and with Mr W. S. 
Carrington, F.C.A., President of The Institute of 
Chartered Accountants in England and Wales, 
received the company of 244 members and guests. 
Among those present were Alderman J. Curtis, J.P., 
Lord Mayor of Sheffield; Mr R. P. Phillips, Master 
Cutler; Professor G. P. Jones, M.A., LITT.D., Professor 
of Economics in the University of Sheffield; Dr J. M. 
Whittaker, M.A., D.8C., F.R.S., Vice-Chancellor of the 
YEN of Sheffield; and 

Messrs J. Bagshaw, F.A.C.c.A. (President, Sheffield and “i 
trict Society of Certified and Corporate SECHER KEE 
Booth (Registrar, Sheffield County Court); F. Cave (H.M. 
Principal Inspector of Taxes); Dr A, W. Chapman, D.8C., 
¥.R.1.C. (Registrar, University of Sheffield); The Very Rey. 
J. H. Cruse, MA (Provost,. Sheffield Cathedral); Mr W. E. 
Curtis, F.C.A. (President, Bristol and West of England Society 
of Chartered Accountants). 

Alderman H. C. Day, J.P., F.c.a. (Mayor of Chesterfield); 
Messrs S. Dixon, M.A., A.C.A. (President, Birmingham atl 
District Society of Chartered Accountants; R. K. Dotchin, 
F.C.A. (President, Northern Society of Chartered Accountants) 
Derek du Pré (Editor, ‘The Accountant’); C A. Elliott 


(President, ite ae District Incorporated Law Society). 
e Sen J. H. Foster, J.r. E of Barnsley); Messrs | 
Frank, F.c.a. (Pr South Eastern Soctety of 
Chartered Accountants); E. yp cee (Editor, ‘The Star’); 
Alderman A. E. Hall, J.P. (Mayor of Doncaster); Messrs 
John Heys, c.5.z. (Town ae ah Sheffield); Philip 
Howe, LL.B. (Clerk of the Peace); F. A. Hurst (President, 
Ge Geet of Commerce). 

G. Jones (City Treasurer of Sheffield); Alderman 


L; Mink LP. (Mayor of Rotherham), Messrs W. Kirkham, 
F.S.AA. (President, I ated Accountants’? District 
Society of Sheffield); W. Lyth (Editor, ‘The Sheffield Tele- 


graph’), E. N. Macdonald, D.F.C., F.C.A. (President, Liverpool 
Society of Chartered Accountants); A. S. Maclver, M.C., B.A. 
(Secretary, Institute of Chartered Accountants in England and 
Wales); R. P. Matthews, B.COM., J.P., F.c.a. (Chairman, 
London and District Society of Chartered Accountants); F. S. 
Mowforth, F.c.a. (President, Hull, East Yorkshtre and Lan- 
colnshtre Society of Chartered Accountants). 

Mr D Needham, ¥.c.w.a. (President, Sheffield Branch, 
Institute of Cost and Works Accountants); His Honour Judge 
E. Ould (Fudge of Sheffield County Court); Messrs E. 
Pendlebury (Chairman, S ld and District Centre, Institute 
of Bankers); R. H. Quiney, A.C.A. (President, Leicestershire 
and Northamptonshire Society of Chartered Accountants); 
E. Sugden, F.c.a. (President, Leeds, Bradford and District 
Soctety of Chartered Accountants). 

ee H. B. Taylor, J.r. (Mayor of Worksop); Messrs 


Underwood, F.c.A. (President, Nottingham Society of 
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Chartered Accountants), R. M. Urquhart, M.A. (Bursar, 
University of Sheffield); F. Waterworth, ¥.c.a. (President, 
Manchester Soctety of Chartered Accountants); W. E. 
Woodhouse (Chatrman, Sheffield and District Branch, 
Chartered Institute of Secretaries). 


The toast of “The City and Trades of Sheffield’ was 
proposed by Professor Jones and Alderman Curtis 
replied: 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, the Master Cutler 
paid a tribute to accountants, and said it was worthy 
of note that there had been a society of accountants 
in Sheffield since 1877. 

Integrity and precision in business and industry were 
of terrific value to this country and something which 
we could not too jealously preserve. 

Referring to the economic situation, the Master 
Cutler said that the present position called for co- 
operation on the part of all. “There were those who 
said that some desired a certain measure of unemploy- 
ment. But,’ he continued: 


‘I feel any man who can contemplate unemployment with 
any degree of equanimity must be very withdrawn and very 
contemptuous in his approach to his employees. It is one 
of those things no one wishes to see again. We have to face 
the problem of recurring wage demands which undoubtedly 
rise from the problems of very full employment — wage 
demands which do not have any corresponding balance in 
increased production. 

‘Equally a danger arises from over-full order books. 
These result in profits which are too high in relation to the 
efficiency of firms and the work in their production, This 
is just as dangerous as recurring wage demands which, with 
them, do not relate to increased production, and which if 
we are not very careful will overthrow the balance of 
economic prosperity in this country which we are anxious 
to achieve. 

‘It must be plain to thinking people that if we do not see 
the error of our ways, our real bosses ~ our customers in 
overseas markets — are going to find prices too high. We 
shall then inevitably see unemployment, and it will be of the 
kind which we cannot control. 

‘We hear a lot about the “squeeze” and... there is 
a tendency on the part of some people who used to pay 
regularly, to make their suppliers wait longer and longer 
periods for their cheques. 

‘I do feel that this is an attitude which should be dis- 
couraged as much as possible by the suppliers and by any 
other people, such as yourselves, who can bring influence 
to bear.’ (Applause.) 

Responding to the toast, Mr Carrington said that he 
had seen Sheffield in periods of acute depression as 
well as in periods of great activity and prosperity. 
“We all hope’, he continued, that human knowledge 
and judgment have so far progressed and that sufficient 
has been learnt by our statesmen and their advisers 
that never again will our major industries -have to 
experience what Sheffield, the north-east coast and 
the Lanchashire cotton towns went through in the 
19208 and early 1930s. 


The Problem of Costs 


‘In saying that I think we may have learnt something of 
how to iron out booms and slumps, I must not be taken as 
suggesting that industry has become feather-bedded — far 
from it; the world is a highly competitive place; whatever 
may have been the case in the past, no longer is it enough 


for management, particularly in the export field, to have as 


its philosophy that to earn a profit it must contrive somehow 
or another to get enough money for its product, no matter 
what that product costs. g 

‘If we are to succeed in a world-wide competitive economy, 
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the problem is actually one of getting costs down to where 
a company can quote prices that are competitive and that the 
buyer is willing and able to pay. (Hear, hear). How much 
is the buyer willing and able to pay and what is competition 
offering; these are the things that determine prices and 
determine the limits within which costs will have to be held. 

‘But what are the costs going to be? The old-fashioned 
way used to be that of estimating future costs upon past 
averages adjusted for possible price and wage changes; 
eventually the accountant would come up with figures 
showing how far the costs had deviated from these estimates. 
Somebody has commented that this type of accounting 
consisted chiefly of making an accurate record of accomplish- 
ment and of past mistakes. 


Constructive Purpose of Accounting 


The constructive purpose of accounting as now under- 
stood and practised is, of course, far deeper; it represents 
a reversal of the old procedure in that instead of basing 
estimated costs upon past experience, accurate predeter- 
mined costs are developed by valuing the required materials 


‘and required production time at current material prices 


and contemplated wages and overhead rates. If actual 
experience differs from the goal this indicates that something 
is wrong and should be looked into immediately; either the 
estimate is wrong or there is something faulty in perform- 
ance, either one or the other must be corrected. What you 
think you are going to do will be compared with what you 
actually do. 

‘Speaking on this topic, a noted American accountant 
has said — “The fact is that accounting by its very nature 
discloses the weak points in a business. It reveals the situa- 
tions in need of correction. They stick out like a sore 
thumb”. I fear that a number of sore thumbs are going to 
the next few years. 
Our job as accountants is to provide the means of identifying 
them and to assist the management in curing them before 
they become septic and thereby endanger the life of the 
business. 

‘Great attention is being paid within the accountancy 
profession to this subject which we now call “management 
accounting”; there is a growing body of experience on it 
and much is being done under the ægis of the Institute, both 
centrally and in the districts by way of post-graduate 
research and study of this all-important subject. 


Service of the Modern Accountant 


‘Necessary and essential as are accounting and auditing 
in order to determine and to verify the results of a company’s 
operations so that such information may be conveyed to the 


‘owners and creditors and provide a factual basis for tax 


returns, the service of the modern accountant does not stop 
there, 

‘By reason of his intimate knowledge of the operations 
and conditions of a concern the auditor is often fully 
prepared to offer, when asked, sound and constructive 
advice on matters of organization, method and policy and 
should the problems involved be such as to require specialist 
assistance such is available to the auditor. 

‘I therefore counsel those business men who do not 
already do so, to make of their auditor, a guide, philosopher 
and friend, and to seek his constructive advice and assistance 
in regard to the planning and conduct of their businesses. 

‘We are living in times of great technological and econ- 
omic change, and all concerned, that is to say stateamen, 
industrialists, professional accountants, and labour, must 
realize and act upon the thought that what was good enough 
yesterday won’t be good enough tomorrow.’ (Applause). 

Mr C. A. Whittington-Smith, proposing the toast 
of ‘The Guests’, paid a tribute to the University of 
Sheffield for its work on behalf of the Institute and its 
members. Mr Whittaker responded. 

A toast to “The President’, proposed by Mr Bernard 
Thomas, F.C.A., was received with acclamation, 
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NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 


or when a Statutory Instrument becomes 


Gee & Co (Publishers) Ltd, 27-28 Basinghall 


STATUTORY INSTRUMENTS 

The National Insurance (New Zealand) Order, 

1956 l 

(8.1. 1956 No. 88) 

This order gives effect in England, Wales and Scotland 
to the Agreement (set out in the Schedule) made 
between the Governments of the United Kingdom 
and of New “Zealand, and modifies the National 
Insurance Acts, 1946 to 1955, in their application to 
persons affected by that Agreement. 


Price 6d net. April rst, 19 56. 


The Control of Hiring Order, 1956 
(S.I. 1956 No. 179) 

Price 3d net. 
The Hire-Purchase and Credit Sale Agreements 
(Control) Order, 1956 
(S.I. 1956 No. 180) 

Price 4d net. February I8th, 1956. 
These orders bring into effect the provisions relating to 


the hire and hire-purchase of goods announced last 
month by the Chancellor of the Exchequer. 


February 18th, 1956.. 


effective. Copies of either may be obtained through 


treet, London, EC 2. 


The Bankruptcy (Amendment) Rules, 1956 
(S.I. 1956 No. 117 (L. 1)) 


These rules revoke Rules 128 and 130 of the Bankruptcy 
Rules, 1952, which deal with the time for appealing - 
and service of notice of appeal in bankruptcy proceed- 
ings; these matters are now regulated by the Rules of 
the Supreme Court (Appeals) 1955. Minor and con- 
sequential changes are also made in Rules 129 and 131. 


Price 2d net. April roth, 7956. 


The Exchange of Securities Rules, 1956 
(S.I. 1956 No. 155) 


These rules prescribe the procedure with respect 
to the acceptance of the offer to exchange 2$ per cent 
Defence Bonds into 4 per cent Defence Bonds 


(Conversion Issue). 
Price 3d net. February 14th, 19 56. 


The Rent Restrictions Regulations, 1956 
(S.I. 1956 No. 257) 


These regulations prescribe the information to be 
given by a landlord to a tenant as to the rights of the 
tenant under Section 12 of the Rating and Valuation 
(Miscellaneous Provisions) Act, 1955, and also pre- 
scribe. the forms to be used for the purposes of that 


section. D 
Price 3d net. April Ist, 1956. 


NOTES AND NOTICES 


Personal ; 


Mr FRANK GREBEN, F.C.A, practising as FRANK. 


GREEN & Co, at 19 Lloyds Bank Chambers, The 
Walk, Norwich, announces that as from February 
8th, 1956, he has taken into partnership Mr R. 
ASHWORTH DANIEL, M.A. F.C.A, and Mr A. A. 
BRADSHAW, F:C.A., of the firm of Mute Hawes, 
Harper & Co, Chartered Accountants. The new 
partnership will practise as FRANK GREEN & Co at 
Norwich and at 34 Ely Place, London, ECr. 

Messrs J. H. 'TReasze & Co, Incorporated Account- 
ants, of Notts Bank Chambers, Pelham Street, 
Nottingham, announce with regret the death of their 
senior partner, Mr J. H. ‘TREASE, J.P., F.S.A.A., on 
February 26th. The practice will be continued by 
the surviving partners, Mr J. P. TREASE, A.8.A.A., 
and Mr M. FLETCHER, A.5.A.A. 

Mr C. E. AKEROYD, enn, F.C.A., practising under 
the style of C. E. Axeroyp, Chartered Accountant, 
at 26 Low Pavement, Nottingham, announces that 
on and after March 23rd, his office address will be 
27 Forest Road, Nottingham. The telephone number, 
Nottingham 41268, remains unchanged. 

Mr Jop TAT, A.S.A.A., practising under the 
style of Joun Tarr, Incorporated Accountant, at 
Bank Chambers, 8 Church Street, St Helens, 


announces that as from March rst, he has taken into 
partnership Mr ALAN H PICKAVANCE, A.C.A., and 
Mr A. J. B. MAUDSLEY, A.C.A. The practice will be 
carried on from the present address under the style of 
Jonn Tait & Co. S 
Messrs WHrnney, Smita & Warmer, Chartered 

Accountants, announce that in conjunction with. 
Messrs BROWN, FLEMING & Murray, an associated 
firm has been set up in Australia with effect from 

January rst, 1956, under the name of WHINNEY, 

SMITH & WHINNEY, with offices in Sydney, Mel- 

bourne, Adelaide and Brisbane. The resident 

partners in the Australian firm are: Sydney: (National 

Mutual Building, 350 George Street), Mr J. 

DyNELEY FELL, F.c.a.(ausT.), and Mr R. G. 

ALEXANDER, F.C.A.(AUST.); Melbourne: (Collins House, | 
360 Collins Street), Mr S. B. HOLDER, ong, F.C.A. 

(ausT.), and Mr L. N. Jupp, F.c.a.(aust.); Adelaide: 

(Savings Bank Building, 97 King William Street), 

Mr C. D. WATSON, F.c.a.(aust.); Brisbane: (National 

Mutual Building, 293 Queen Street), Mr E. C. 

FERNANDEZ, F.C.A.(AUST.). All resident partners are 

partners in the local firms of Messrs Davip FELL & 

Co, Chartered Accountants (Aust.), who for many 

years have acted as correspondents in Australia for 

Messrs WHINNEY, SMITH & WHINNEY. 
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Board of Trade Investigation 
Mr D. V. House, F.c.a., immediate past-president of 
the Institute and a partner in the firm of Harmood 
Banner, Lewis & Mounsey, Chartered Accountants, 
and Mr Melford Stevenson, Q.C., have been appointed 
by the Board of Trade, as inspectors to investigate 
the affairs of The Gordon Hotels Limited. The 
appointments have been made on the application of 
members of the company pursuant to Section 161 (1) 
of the Companies Act, 1948. The investigation will be 
made with special reference to the sale of The Hotel 
Bristol, Beaulieu-sur-Mer, by the company’s sub- 
sidiary, Hotel Bristol (Beaulieu) Limited. 


Advisers to Supply Ministry on Price Fixing 
Speaking in the defence debate in the House of 
Commons on February 29th, Mr Reginald Maudling, 
Minister of Supply, announced that he had invited 
Mr S. John Pears, F.c.a., a member of the Council 
of the Institute and senior partner of Messrs Cooper 
Brothers & Co, Chartered Accountants, together 
with Mr Nutcombe Hume, Chairman of the Charter- 
house Group to advise him ‘.. . on the Ministry of 
Supply methods of fixing prices to be paid for sup- 
plies of stores acquired by non-competitive contracts. 
‘I am grateful’ said the Minister, ‘to these two dis- 
tinguished, experienced gentlemen for their readiness 
to help in a very important matter.’ 


Obituary 
HAROLD FRED SYMES, A.C.A. 
We have learned with regret of the death on February 
21st, at the Royal Devon and Exeter Hospital, of 
Mr Harold Fred Symes, A.c.a. He was aged 42. 

Mr Symes, who had been secretary of Hammett’s 
Dairies Ltd of Exeter for some years, was educated 
at St John’s Hospital School and Heles School, 
Exeter, and served his articles with Messrs Ware, 
Ward & Co. He was admitted an Associate of the 
Institute in 1935. 

As a Freemason he had acted as a regional grand 
governor, while for many years he had been a 
sidesman at St Thomas’s Church, Exeter. He was 
also a member of the Exeter Special Constabulary. 


Tax Reserve Certificates 

The Treasury have announced that as from February 
29th, until further notice, Tax Reserve Certificates 
of the seventh series issued under the terms of the 
prospectus dated July 8th, 1955, will bear interest at 
3 per cent per annum free of tax. 

The rate of interest on certificates of the seventh 
series before February 2gth, will remain unchanged. 
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The Institute of Chartered Accountants in 
England and Wales 
TAXATION AND RESEARCH COMMITTEE 

The etghty-fourth meeting of the Taxation and 

Research Committee was held at the Institute 

on Thursday, February 16th, 1956, at 2 p.m. 
Present: Mr G. P. Morgan-Jones (in the Chair), Messrs 
C. W. Aston, R, D. R. Bateman, M.B.E., T. Fleming Birch, 
sE. W. R. Carter, J. Cartner, 
D. A. Clarke, C. Croxton-Smith, W. G. Dengem, 8. 
Dixon, S. M. Duncan, A. R. English, F. J. Eves, G. G. G. 
Goult, N. B. Hart, 0.B.£&, T.D., W. S. Hayes, G. N. 
Hunter, P. D. Irons, H. Kirton, S. Kitchen, G. W. Knight, 
E. N. Macdonald, D.F.c., J. H. Mann, M.B.&, F. S. 
Mowforth, W. E. Parker, C.B.E., A. H. Proud, A. G. 
Thomas, C. P. Turner, F. J. Weeks, E. F.G. Whinney, 
and G. H. Yarnell, with the Secretary. 


Standing Sub-Committees l 
Reports from the following Standing Sub-Committees 
were received: 
General Advisory Sub-Committee. 
Management Accounting Sub- Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. "` 


Ad hoc Sub-Committees 
Reports were received from four special sub- 
committees. 
Future Meetings 
The next meeting of the Committee was fixed for 
Thursday, April roth, 1956, at 2 p.m., and the dates 
for other meetings in 1956 are: 
Thursday, June 2ist, 1956. 

ve ‘September zoth, 1956. 

N October 18th, 1956. 

2 December 2oth, 1956. 


The Association of Scottish Chartered 
Accountants in London 
The annual general meeting of The Association of 
Scottish Chartered Accountants in London was held 
in the Oak Hall of The Institute of Chartered 
Accountants in England and Wales, on February 
21st. 

‘Mr Charles Reid, D.8.0., M.A., occupied the chair, 
and, in presenting the report of the committee for 
1955, briefly reviewed the activities of the Association 
during the last twelve months. He welcomed his 
successor, Mr Robert Adams, a partner in the firm of 
George A. Touche and Co, and expressed thanks to 
Mr Thomas Lister, M.A., who was shortly retiring 
from the Council of the Scottish Institute on which 


he had given valuable service since 1951. Mr Lister 


has acted as Convener of the Special Committee on 
the Examination and Training of Apprentices since 
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1953 and his committee’s report is at present being 
considered by the Council. 

Messrs W. K. M. Slimmings and J. W. Rowand 
were elected to the Committee of the Association 
following the retiral of Messrs F. Booth and H. C. 
Hopkins who had served on that body and also on 
the London Local Committee of the Scottish Insti- 
tute for the last three years. 

In assuming the chair, Mr Robert Adams ex- 
pressed his pleasure at his appointment and proposed 
a vote of thanks to his predecessor, Mr Charles Reid.. 


Gour CLUB 


The annual general meeting of the Association of ` 


Scottish Chartered Accountants in London Golf 
Club then followed. Mr R. K. Graham was ap- 
pointed captain. The committee for 1956 was 
appointed as follows: Messrs J. D. St Clair Harrison, 
C. Taylor, Ian M. Whyte, D. M. MacKeith, C. M. 
Scroggie and N. S. Matheson. 

The meeting ended with a vote of thanks to the 
retiring captain, Mr deen Wood. 


The. Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at Caxton Hall, Victoria Street: Lecture 
on ‘How the National Budget is framed’, by Mr John 
Marshall, a principal at H.M. Treasury. 

Wednesday, 5.30 p-m.: Demonstration of Kenrick & 
Jefferson E See (limited party). 

Friday, 5.15 p.m., Institute: Introductory course 
lecture on “The GC of a typical case in the Courts’, 
by Mr J. R. Phillips, Barrister-at-Law. 

Squash match v. Old Harrovians. 


Sussex Chartered Accountant Students’ Society 


At the annual meeting of the Sussex Chartered 
Accountant Students’ Society held recently at the 
Royal Pavilion, Brighton, the following officers were 
elected for 1956: 
President: Mr C. R. P. Goodwin, F.C.a., F.A.C.C.A,, 
F.LARB. 
Chairman: Mr A. G. J. Horton-Stephens, F.c.a. 
Hon. Secretary: Mr T. T. Nash, A.C.A., 33 Lawrence 
Road, Hove, 3 
Chairman of Hastings Branch: Mr G. W. Davies, A.C.A. 
Hon. Secretary of Hastings Branch: Mr D. J. L. Ward, 
11 Hyde Gardens, Eastbourne. 
A‘ comprehensive programme is being arranged for 
1956, commencing with lectures to-be held at the 
Royal Pavilion each Saturday morning until May 
12th. The Hastings Branch conducts a separate 
series of lectures at Hastings. Further information 


regarding: the Society- can be- obtained from either | 


of the secretaries named above. 
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The Certified and Corporate Accountants” Í 
Year Book 
The 1955-56 year book of The Association - of 
Certified and Corporate Accountants, now published, 
states that membership of the Association at Novem- 
ber rst, 1955, numbered 9,550 — an increase of 556 
on the 1953-54 total of 8,904. 

In addition to alphabetical and topéeraphital lists 
of members, the year book contains details of the 
Council and committees; information about. the ` 
district societies and student societies; the bye-laws 
of the council, and the accounts for 1953 and 1954. 
There are also particulars of the accounts and 
regulations of the Benevolent Association. 


Our Weekly Problem ` 
No. 110: THE WEEKLY WIND 
Mr L. U. Sidate expressed annoyance. ‘Every week 
when I try and wind the grandfather clock one or 
other of the keyholes seems to be covered by one 


of the hands.’ 


‘Actually,’ said Charles, ‘it is ten to one on your 
not finding the holes covered.’ 

The keyholes occupied the two minutes, 23 to 
25 past the hour on one side, and 35 to 37 on the 
other. What ‘actually’ were the odds? 

The answer will be published next week. 


Answer To No. 109: SPEEDY ASCENT 

If t is the time for the first and t! for the second 
First staircase = + 4°} t 
ti 


Second ,, = (90 T 60 
2 X 120% = r5ot 9 


2 
sot = and t = ~ 


The time for the first staircase was fifteen seconds. 


SEVENTY -FIVE YEARS AGO 
From The Accountant or MARCH 12TH, 1881 


Letter to the Editor entitled 
Tue INSTITUTE oF CHARTERED ACCOUNTANTS 


Sir,—I have read the letter of A.C.A. in The 
Accountant of the 5th inst. with much pleasure. 

As regards the Council’s decision to create a third 
class, I question their right to do so. Certainly, the 
Charter does not give the right, and the bye-laws are 
not in existence. Then where do they obtain their 
authority? - 

With’ respect to his suggestion ‘that’ the Council . 
should cause an official resumé of each of their meet- 
ings to be given to The Accountant, I think, if carried 


out, it will be for the oe of the Institute, and accept- 
Yours, Sos SE 


wl D 


SA 


F 
Y TD.. 
> D 
Sr SÉ D 


able to the members, 


INSURANCE 
COMPANY 


10 ST JAMES’S STREET, LONDON, SW1 
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ESTABLISHED 1874 
VOL, CXXXIV. NO. 4239 


STANDARD COSTING 


S the ability to keep his car under perfect control is the 
hall-mark of a good driver, so the ability to control costs 
is one of the first essentials of good management. This 

basic truth is sometimes obscured by transient circumstances 
but always reasserts itself and never more firmly than in times like 
the present when, after a period of scarcity, supply has caught up 
with demand and goods must be sold on their intrinsic merits. 


It would not be fair to say that the accountancy profession, 
which to some extent has become the handmaiden of management, 


bas so far failed to grasp the full significance of the science of cost-. 


ing, but its approach to the subject has always been, as Mr R. G, 
LEACH, C.B.E., F.C.A. said in a paper reproduced in these pages a few 
weeks ago, ‘a little half-hearted’. This apparent reluctance of 
the busy practitioner — especially if he is concerned mainly with 
auditing — to appreciate the value of standard costing is under- 
standable. His vision is focused almost constantly on historical 
happenings on the-accuracy of which he is required to express 
a definite opinion. The future he apprehends vaguely as the shape 
of next year’s audits, not seriously to be contemplated ‘until the 
immediate past has been well and truly certified. Standard 


- costing, which is a pattern for coming events, does not interest him 
unless a client uses that system when, perforce, he has to familiarize 


himself with it. 

Realizing, some years ago, that there was a real need for guidance 
on the subject, a subcommittee of the Council of The Institute 
of Chartered Accountants in England and Wales issued, in 1947, 
a report on the latest developments in cost accounting. Now, a 
complementary volume has been prepared by the Taxation and 
Research Committee of the Institute on the accounting processes 
of standard costing.’ Like its predecessor, this treatise is admirable 
both in conception and in execution and deals in a straightforward 
manner with the practical issues involved. It dispels the mistaken 
notion that there is a special mystique attached to standard costing 
and demonstrates, with complete conviction, that, as the President 


. of the Institute points out in his foreword, its application is 


‘no more than the development of the basic processes of ordinary 
financial accounting’. 
Not only will this latest exposition be of value to the qualified 
accountant, but to all students and particularly those who have 
little opportunity of seeing such systems in action,.it will be most 
helpful in putting a difficult subject in proper perspective. 


ag 
1 Standard costing: an introduction to the accounting processes. (The Institute of 
Chartered Accountants in England and Wales. For distribution arrangements, 
see Weekly Note at page 292.) 
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HIRE- PURCHASE ACCOUNTS- II 


i by H. SIMPSON COOK, F.C.I.S. 
Senior Executive, United Dominions Trust Ltd 


- The treatment of profits arising out of hire-purchase trading and the different 
methods of dealing with hire-purchase transactions in the final accounts are 
discussed in this article. Systems and methods of recording hire-purchase trans- 
actions in a trader’s books of account were examined in the article in last week’s 

issue. i 


' AS we saw in last week’s article, the owner- 
ship of merchandise which is the subject 
of a hire-purchase agreement does not 

pass to the hirer until he has made all the pay- 
ments due under the agreement and thus exer- 
cised his option. to purchase. In law, therefore, 
no sale takes place until the agreement has been 
completed. But it is generally considered that ‘to 
take this strictly legal view is to ignore the com- 


mercial aspect of the transaction, and for the 


purpose of accounting it is customary to treat a 

hire-purchase transaction as a sale and to regird 

the hirer as a debtor for the amounts receivable 
under the agreement. 

- Nevertheless, it will be understood Charta 


hire-purchase transaction is essentially different - 


from an ordinary cash sale and that when the 


time comes to ascertain what profit has been ` 


earned on the year’s hire-purchase trading: and 
to present the relative figures in the final accounts, 
a number of important considerations will ave 
to be taken into account. 


What is the Gross Profit ? EN 

When a trader purchases merchandise for £100 
and sells it for {150 there is no difficulty in 
deciding that he has made a gross profit of {50 
on the transaction. If instead of selling the 
merchandise outright, however, he supplies it to 
a customer who pays {50 down and the balance, 
plus {10 interest, by twenty-four equal monthly 
instalments, several questions must be answered. 

For example, what is the gross profit on the 
transaction? Is it the same {50 that a cash sale 
would have earned, or can some or all of the hire- 
purchase interest be added? Can all or any of 
the profit be brought to account immediately, or 


must it be deferred until some later date? What- 


special reserves, if any, must be made to provide 
for possible contingencies, such as the return of 
` the merchandise or the hirer’s failure to pay the 
instalments and any losses or expenses. which 
may result from either event? 

These problems fall under two main heads: 
when may the profit be considered to have been 
earned, and how shall it be determined? 


It is not wise to lay down hard and fast rules. 
for dealing with problems which must vary in 
some measure according to the nature of the 
trader’s business, his financial policy, and the 
paying habits of his debtors. Certain funda- 
mental principles have nevertheless come to be 
accepted in the light of experience gained over 
many years by hire-purchase traders generally, 
NEE 
the idee in detail. 


When is Profit Earned ? 


There are three possible methods of dealing with | 
hire-purchase profits. They are: 


_to say that no profit has been earned until 
the last instalment under the agreement 
has been paid; 


.to bring the profit to account immediately 
the goods have been delivered and the 
hire-purchase agreement signed; 


to apportion the profit over the hiring period. 


“The method of bringing all the profit to 
account after the last payment due under the 
agreement has been made, most nearly accords 
to the legal view of a hire-purchase transaction. 
It has been described as the height of financial 
prudence. It is seldom employed today, however, 
and few accountants would recommend it since 
it means that profit is deferred for an unreason- 
ably long time. 

For example, consider a trader the bulk of 
whose hire-purchase agreements provides for 
payment over a period of twenty-four months. 
If he brings no profit to account until the last 
instalment under each transaction has been paid, 
three financial years will have passed before he 
has taken credit for any profit. He will thus be ` 
holding the bulk of the profit on hire-purchase. 
trading in suspense long after the majority of 
the payments under the agreements have been 
made. 

The second method, i.e. ondang the profit 
as earned immediately the merchandise is de- 


_ livered and the agreement entered into, was used 
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fairly widely, particularly by those.traders whose 
hire-purchase ‘business represented the smaller 
part of their turnover. In recent years, however, 
it has lost favour with the majority of traders 
and their professional advisers. Those who still 
support the practice contend that from a com- 
mercial standpoint there is not much difference 
between a hire-purchase transaction and a cash 
sale and that it is being excessively cautious to 
defer any of the profit. They argue that the 
majority of their customers meet their obliga- 
tions and that provided an adequate reserve for 
doubtful debts is made there can be no objection 
to their bringing the profit to account imme- 
diately the agreement is signed. 


Necessity for Prudent Policy ` 

But this view is not generally shared. In my 
experience, most accountants are of the opinion 
that it is highly imprudent to consider that profits 
have been earned long before payment has be- 
come due from the customer, let alone received. 
Furthermore, payments would not be received in 
cash, hence profits thus brought to account 
would not, in any event, be available either for 
distribution or for employment in the business. 

A concern entering the field of hire-purchase 
for the first time and dealing with its profits on 
this basis would most probably experience severe 
financial strain in its early years and quite 
possibly find itself in difficulties if any recession 
in trade caused a high proportion of defaults 
among its hire-purchase customers at the same 
time as a reduction in turnover. The same 
remarks apply to traders whose hire-purchase 
business is expanding rapidly. ` 

The most prudent method of dealing with 
profits, and that which satisfies the canons of 
good accounting, is the method of apportioning 
them rateably over the hiring periods of the 
agreements, and as this is the method which is 
employed by the majority of traders today, it is 
discussed in detail as we examine methods of 
determining exactly what profit has been earned. 


Determination of Profits 


The total price of merchandise supplied on hire- 
purchase terms is made up of three parts. These 
are the cost price, the normal retail profit (the 
difference between the cost price and the cash 
selling price), and the hire-purchase interest. It 
is generally agree that the initial payment or 
deposit includes” proportion of each of the first 
two and that each of the monthly instalments 
includes all three. These points must be kep? in 
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mind when considering what profit has been 
earned on hire-purchase trading. 

‘The trader who apportions his profits over 
the periods of the agreements can do so in two 
different ways. He may take the whole of the cash 
profit and the hire-purchase :interest and divide 
the resulting sum by the number of payments 
under the agreement, considering one such instal- 
ment of total profit as being earned as each 
payment under the agreement becomes due or is 
paid by the hirer. Alternatively, he can first 
deduct immediately from the sum total of the 
cash profit and hire-purchase interest an amount 
sufficient to cover his selling expenses and 
certain of his overheads, both of which items 
would occur whether the merchandise had been 
sold for cash or on hire-purchase, and then 
apportion the remainder of the cash profit and 
interest accordingly over the period. 

‘If the first method is employed, in the early 
days of the transaction there will probably be 
insufficient gross profit available out of which 
to pay selling expenses and overhead expenses, 
with the result that where turnover is expanding 
or the trader is handling hire-purchase business 
for the first time, net losses may -be sustained 
for a year or two. In later periods, nevertheless, 
the business will profit from the earlier policy 
of. financial prudence since hidden reserves will 


have been created. The second method, on the 


other hand, will ensure that whilst a large measure 
of profit is deferred for some considerable time, 
net losses can be avoided and perhaps a small 
profit shown in the early days. It is for the trader, 
in consultation with his professional adviser, to 
decide which is the method most suited to his 
business. The important point to ensure is that 
no profit is actually brought to account until it 
can really be considered to have been earned 
and this can only be decided by treating each 
case on its merits. - 


Calculation of Unearned Profit 


The strictly accurate way of apportioning 
profits over the hiring period is probably to decide 
what proportion of the cash profit is to be brought 
to account immediately and to apportion the 
balance, plus the hire-purchase charges, rateably 
over the period. To effect a true apportionment 
of the hire-purchase charge it is necessary to 
ascertain the rate per annum on the reducing 
balance of each transaction which would produce 
the hire-purchase interest and credit the true 
irfterest to each accounting. period. As a general. 
rule, however,.it is not considered necessary to 
adopt this rather .complicated procedure and 
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many traders merely divide the charge into equal 
parts bringing one part to account each month 
and so on, as the case may be. 

Some traders and their professional advisers 
still consider that to obtain a truly accurate figure 
by the methods just described, a separate calcula- 
tion must be made in respect of each hire-purchase 
transaction. In the writer’s experience, however, 
this view is not generally taken and today many 
traders and auditors are satisfied that a perfectly 
satisfactory result can be obtained by deducting 
an agreed percentage from the total of the hire- 
purchase debtors at the end of the accounting 
period and treating this as unearned profit. The 
percentage to be thus deducted will vary accord- 


ing to.the nature of the business, the gross profit | 


earned, and the trader’s financial policy.. The 
figure decided upon will have to be agreed with 
the Inspector of. Taxes if profits earned during 
the. period are to be calculated in this way for 
the purpose of assessing liability to taxation. . - 


Final Accounts 


There is no uniformity among traders in their 
methods of presenting final accounts. It is often 
impossible to ascertain from published accounts 
what reserves, if any, have been made. SE un- 
earned profit or doubtful debtors. - 

© It is customary, as we have already seen, to 
treat hire-purchase transactions as sales of goods 
for the purpose of accounting and in the final 
accounts, therefore, it is quite usual to include 
hire-purchase turnover among the sales and to 
show hirers as debtors for the amounts outstarid- 
ing under their agreements. 

- Itis not uncommon to find hire-purchase turn- 
aver and cash sales-included under one head in 
the trading account and to see amounts due 
under customers’ agreements and sundry debtors 
shown together as one figure. If this is done, no 


information regarding the trader’s hire-purchase. 


business can be obtained from a scrutiny of the 
accounts. There is no obligation to segregate 
hire-purchase turnover and cash sales and the 
assets arising therefrom in the balance sheet and 
profit and loss account, but if the accounts are 
to give an accurate and informative picture of a 
company’s position it is. desirable that some 
detailed information should be given. 

The most informative practice and that which 
it is suggested should be adopted is to show the 
value of goods: sold on hire-purchase terms — 
and perhaps (although this is not essential) the 
hire-purchase interest as well — as items separafe 
from the cash sales in the trading account, and 

to set out the corresponding assets separately in 
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the ‘balance: sheet. Hire-purchase debtors: will 


thus be segregated from ordinary trade debtors . 


and the provisions which have been made for 
unearned profits and doubtful debts can then be 
shown either as deductions from the assets, 
which are then shown at a net figure, or as 
separate reserves. . 

Again, no hard and fast rules can be laid down 
for the calculation of the doubtful debts reserve 
which must vary according to the nature of the 
business, the second-hand value of the merchan- 
dise (should it be returned) and the trader’s 
experience of his customers’ paying habits. His 
auditors, who probably have knowledge of the 
practices adopted by other traders in the same 
industry, can often give ee assistance in 
this connection. ` | 


_ Income Tax 
Although, as we have seen, it does not accord 
to the strictly legal aspect, it has for many years 
been the practice to treat goods let out under 


_ hire-purchase agreements as sales for the purpose 


of accounting. This system, in so far as it affects 
the computation of the trader’s liability to income 
tax, is accepted by Inspectors of Taxes. 

The most important question which a trader 
and his professional: adviser. have to bear in 
mind, when considering his liability to income 
tax on profits arising out of his hire-purchase 
trading, is the question as to when these profits 
are to be considered as earned. ` 

In the preceding paragraphs we have discussed 
several methods of dealing with hire-purchase 
profits and we have seen that the. method most 
usually employed is to apportion the profits 
rateably over the periods of the hire-purchase 
agreements. This method is normally accepted 
as being the proper one to adopt when computing’ 
taxable profits. The exact method of apportioning 
the profits over the period is a matter for each 
trader to decide in consultation with his auditors. 
and in so far as liability to taxation is concerned, 
he must have the approval. of his Inspector of 
Taxes. 


Inspectors of Taxes have quite frequently . 


agreed to the system of deducting an agreed 
proportion of the total amounts outstanding 
under hire-purchase agreements at the close of, 


the financial year and treating this as unearned ` 
profit, bringing the balance to account as E 


during the year. 
It ig dangerous to attempt to lay down any 


hard and fast rules. The case of each trader 


must be treated on its merits. 
(Concluded.) 
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THE BRITISH EXCHANGE CONTROL SYSTEM-II 


PAYMENTS, INVESTMENTS AND SECURITIES 
| by F. D. FORGAN, M.Com., A.I.B. 


Payments between Residents 
for Account of Non-residents 
HE Act also restricts payments between 
` residents for account of non-residents in order to 
prevent ‘compensation payments’, e.g. A. in the 
United Kingdom wishes to give £1,000 to B. in the 
United States, whilst D. in the United States owes 
$2,800 to C. in the United Kingdom. If A. in the 
U.K. pays C. in the U.K. £1,000 and D. in U.S.A. pays 
B. in the U:S.A. $2,800 everyone-is satisfied, except 
our exchange control! That arouses the argument 
that no money has left the country, which is quite 
true; but our control could not allow A. to, give 
£1,000 to B. and as D. is legally liable to C. the transfer 
of $2,800 from D. toC. leg to the United Kingdom 
reserves a8 much as if A. had been allowed to give B. 
£1,000. So if you wish to make an internal payment 
` op behalf of a non-resident you should seek permis- 
sion. If someone tenders payment to you on behalf 
of a non-resident you should ask the. payer for 
evidence of exchange control authority. dp course, 
in the example which I gave, had A. owed B. £1,000 
and the Bank of England would otherwise’ have 
allowed transfer,.no harm would have been done. 
Any payments between residents on behalf of non- 
residents must be submitted to the Bank of England 
.in order to make quite sure that the ar 
transaction is one for which permission will be given. 
- The Act also precludes any United Kingdom 
resident, other than a banker, from crediting sums to 
an account in the name of a non-resident unless 
exchange control permission has been obtained. This 
prevents a U.K. person or firm, not a banker, having 
a running or current account in the name of a non- 
resident. The ordinary person: or firm cannot be 
‘aware of all the exchange control restrictions or be 
supplied with the Bank of England’s explanatory 
notices to bankers. These are issued only to bankers 
and the ordinary person or firm seldom sees them. 
You can appreciate what might happen. A non- 
resident might be credited with sums for which 
transfer would be refused and from the balance so 
accumulated payments in the United Kingdom might 
be made for account of the non-resident instead of 
his remitting- in cover. Firms with extensive sa 
business often prefer to have accounts in their boo 
-in the names of their foreign correspondents to save 
banking.and other charges incurred if a remittance 
must be made one way or the other every time mon 
is due to or from a foreign correspondent. The B 


The second and concluding part of an address delivered to 
the London and District Society of Chartered Accountants 
on December 6th, 1955. Mr R. P. Matthews, B.COM., J.P., 
F.C.A., Chairman of the Society, presided. © e 


of England may, on application, allow such accounts 
E the firm accepts conditions imposed by the 

ank on the type of items which may be passed over 
the account. i 


Acceptance Credits 
I have mentioned that the Act restricts payments. 
London e ‘financial and commercial prestige owes 
much to the commercial credit facilities granted by 
our banks and accepting houses. Shipments can be 
financed over the time that it takes between the 


‘ordering of the goods in one country and their 


delivery to and sale in another country. The import- 
ant feature of many of these credits is that by 
accepting a bill of exchange drawn at three months’ 
usance, or longer,. the bank or accepting house 
undertakes to meet the bill at maturity. And by then 
the recipient of the goods will have funds to transfer 
to London to meet the: bill. But.if payment is to be 
made to a non-resident payee or holder of the bill, 
and if the London acceptor is to be placed in funds 
by a.non-resident, assurance is required that no 
exchange control restrictions will impede transfer. 
Most credits opened nowadays by bankers for 
imports and exports, and for the movement of goods 


{except between dollar area and transferable account 


countries) and for the sale and purchase of com- 
modities under commodity schemes can be arranged 
without formality. An E2 Form is required for certain 
types of transactions in which non-residents are 
involved. The banker completes the Form E2 which 
is submitted to the Bank of England. This, if autho- 
rized, satisfies all ies that there will be no pay- 
ments difficulties in so far as exchange control is 
concerned. If authorization of an E2 Form is with- 


held, the credit should not be opened. Many credits 


finance U.K. imports and exports: in the one case 
the usual import licensing requirements are neces- 
sary and in the other it must be confirmed that 


payment for exports will be recetved in an approved 


manner, The period of any credit should not exceed 
nine months, although a three months’ extension is 
possible and consideration is given to longer terms. 
When bills are accepted under a credit the holder 
very often wants to negotiate them or discount them 
in the London market and obviously no broker. is 
going to take a bill unless he knows that, apart from 


considerations of the standing of the drawer and the 


acceptor, there will be no exchange control difficulty. 
If the bill is drawn under a credit which the bank 
can authorize without formality, or under one for 
which a Form Ez has been authorized the bank 
certifies, usually in the corner of the bill, that it is: 
drawn under an authorized credit and that the 
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proceeds are eligible for credit. to a transferable 
account or to an American account, as the case 
may be. S EE à 


So, you see, the normal business of discounting’ 


bills can 
to meet 
commerce to fit into the strait jacket of exchange 
control. . | 

Forms Ez are also used when it is desired to give 
a guarantee involving a non-resident, otherwise pay- 
ment difficulties may arise should it become neces- 
sary to implement the guarantee. 

Whilst on this subject I think I should mention 
that loans or overdrafts to non-residents, whether in 
currency or sterling, are not normally allowed. 
Obviously, with our own balance of payments difh- 
culties we cannot grant open credit to non-residents 
either in sterling or currency. 


on. Exchange control has been adapted 


Commodity Markets 


Special arrangements have been made to facilitate 
dealings in commodity markets. As you know, 
London has gained 4 very fine reputation for the 
facilities it offer in marketing certain commodities 
of international importance. In these markets pro- 
ducers could always find a buyer and buyers a seller. 
Long before a shipment of metals or cotton or grain 
had reached its destination, buyers and sellers all 
over the world could deal with it through their 
representatives in the London commodity markets, 
or Liverpool in the case of cotton. These facilities 
have enhanced our reputation and have earned foreign 
exchange in commissions, insurance, freight and. so 
on. The commodity markets were closed during the 
war, and exchange control has, as far as possible, 
now been adapted to enable them to be reopened. 
The markets. at present functioning are those.in 
certain metals, rubber, cotton, sugar, coffee, cocoa, 
copra and certain grains~all commodities which 
are bought and sold on an international scale. Futures 
markets can also be operated for genuine hedging 
transactions, as distinct from sheer speculation, and 
participants may likewise deal in futures markets 
abroad subject to certain conditions. The essential 
needs of these international markets are freedom of 
dealing and speed in obtaining foreign exchange. 
Arrangements are made with the participating firms, 
‘through their market association, and only firms 
which are members of their association may par- 
ticipate. 
The exchange control conditions are made as 
simple as possible. Members’ bankers are authorized 
to deal promptly with exchange operations which 
must be conducted over a separate Ge account 
opened by each participant with their bankers. 
Periodical statements of these accounts are sent to 
-the Bank of England together with statements of 
‘the spot and forward transactions undertaken by 
-each firm. General supervision is thus exercised by 
the Bank of England who can and do consult from 
‘time to time with each market association. The Bank 
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can thereby be given a picture of the state of the 
market and if there should be excessive stock-holding 
_ resulting in the tying up of foreign currency or other 
` speculative tendencies, a hint can be dropped to the 


people-concerned. The full pre-war freedom of these 
markets has not been restored — for instance, in the 
grain market American and Canadian grains can be 
sold to foreign buyers only if they pay in dollars. 
This hinders that particular market where American 
and: Canadian grains form the bulk of the market. 
Sterling from a transferable account won’t do for 
American or Canadian grain. 

The bullion market has also been reopened and 
residents outside the scheduled territories and the 
dollar area can open with a U.K. bank registered 
accounts to which may be credited sterling resulting 
from sales of gold, or of U.S. or Canadian dollars 
or by a ante from an American or Canadian 
sterling account. Through the use of registered 
accounts, non-residents may deal in gold on the 
London market and at any time convert the resultant 
sterling into gold or dollars. As in pre-war days the 
market price of gold is fixed according to supply 
and demand at a daily meeting of representatives of 
the leading bullion firms, Authorized bullion dealers 
can sell to non-residents. or to other dealers but they 
have to render monthly returns to the Bank of 
England. (If you sell gold, as a resident, the dist : 
can only be credited to your resident account. 
These developments have done much, in fact a 
tremendous lot, to restore the position of London as 
the leading gold and bullion market. 


Transfers of Capital 

A strict control is still maintained over capital 
transactions. The prospects of return from invest- 
ment outside the scheduled territories may sometimes 
appear to be very attractive but our capital resources 
are still barely sufficient for domestic needs. Also, 
our series of adverse balance of payments for many 
years, or at best a finely-poised balance, makes 
extensive investment overseas impossible. Neverthe-. 
less, U.K. firms often wish to increase the capital of 
their foreign branches or subsidiaries to start new 
enterprises or to participate with foreign interests 
in providing new capital for overseas ventures. They 
have to apply to the Bank of England and it must 
be shown that the proposed investment will be of 
benefit to our economy, particularly our exports, 
or that it will reduce our imports or perhaps procure 
raw materials for our industries, or continuity of 
supplies. Or it might be argued that the yield from 
an dy existing investment would be increased 
and British prestige enhanced. Applications to invest 
capital are ones which should be submitted to the 
Bank of England well in advance. The question of 
the advantage to our economy can be very complex; 
all sorts of arguments on both sides can be raised 
and sometimes a government department gives 
advice. 

Rayments to non-residents of a capital nature 
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sometimes become due in respect of the maturity of 
long-standing investments. It may be the liquidation 
or winding-up of a United Kingdom company or 
from the sale of securities, land or other property. 
These capital repayments are contractually due, 
but transfer cannot be allowed, owing to our balance 
of payments difficulties. The Act provides a legal 
discharge for the British creditors or liquidators or 
trustees, for thereunder funds may be directed to a 
blocked sterling account with a United Kingdom 
banker in the name of the foreign beneficiary. The 
non-resident account ‘holder of a blocked sterling 
account may not use the money except for invest- 
ment in certain securities which mature after five 
years or later or for transfer to another blocked 
account in the name of another non-resident. The 
foreign holder of blocked sterling can realize his 
holding if he can find another non-resident who will 
take it from him. Alternatively, be can invest in 
British securities and realize them by the facilities 
which are available to switch investment funds. 


Non-residents’ Investments in 
U.K. Enterprises 


Another exchange control matter is investment in 
the United Kingdom by non-residents: such invest- 
ments create a liability for eventual capital repay- 
ment, interest or dividends. Until 1950, non-resi- 
dents were discouraged from investing in United 
Kingdom enterprises by the absence of assurance 
_ that they could repatriate their capital. This was 
unsatisfactory if, for instance, an American manu- 
facturer wished to set up a new factory in the United 
Kingdom or extend one already existing, and provide 
finance by loans, debentures, or an issue of shares. 
However, from January rst, 1950, capital directly 
invested by non-residents in projects approved by 
the exchange control authorities may be repatriated 
at any time thereafter together with interest and/or 
a share in the profits. Therefore, if a non-resident 
wishes to invest capital in any way in the United 
Kingdom and be sure of no exchange control diffi- 
culty about getting it back and interest, it behoves 
him to see that the Bank of England are first con- 
sulted to make sure that it ts an SE project. 
An approved project might be described as one which 
would bencfit the British economy. Such investments 
are naturally made with a view to receiving interest or 
profit, and to be an approved project it must increase 
our exports, reduce our imports or develop some 
industry or process in this country which is superior 
to any existing method. 

(Otherwise, non-resident investment in U.K. com- 
anies by the allocation of shares gives a continuing 
iability and is not normally allowed.) 

This concession applies to the allocation of shares 
but not normally to the purchase of shares on a 
stock exchange unless such purchase is an integral 
part of the approved project. This does not affect the 
procedure under which permission must be obtained 
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from the Capital Issues Committee for certain borrow- 
ing and/or the issue of capital. - oa 


Securities Control 


Firstly, there is a control over what are known as 
prescribed securities. At the beginning of the war all 
securities which were payable or optionally payable 
in U.S. and Canadian dollars, francs and other 
specified currencies, were registered with the Bank 
of England and subsequently manv of them were 
vested, i.e. they were taken over by the Treasury 
against sterling payment. A very large proportion. 
of the dollar securities held by U.K. residents were 
so vested and sold for dollars in America by the 
Treasury. This has greatly diminished the total of 
dollar securities in the United Kingdom. Nowadays 
-since 1954 — the only prescribed securities are those 
on which capital moneys, dividends or interest are 
payable or optionally payable in. Canadian or U.S. 
dollars. 

Residents may now buy and sell these securities 
in the United Kingdom. They may sell them, con- . 
vert them or present them abroad for redemption 


‘provided the proceeds are reinvested in U.S. or 


Canadian dollar securities. If they are not reinvested 
within six months, the dollar proceeds must be offered 
for sale to a United Kingdom bank. 

. Further, residents may purchase these securities 
by using dollars arising from the sale abroad of certain 
foreign currency securities of an international type, 
for example, Royal Dutch Petroleum shares. 

The Bank of England will also normally permit 
U.K. residents who receive foreign currency funds 
ef a capital nature, including U.S. and Canadian 
dollars, to reinvest in the purchase of U.S. or 
Canadian dollar securities; for example, if you had 
due to you capital proceeds of mortgages, life or 
endowment policies, capital distributions under wills 
or trusts, gifts or charitable payments or certain 
accumulated savings during residence abroad, instead 
of bringing these dollars home you could reinvest 
in dollar securities, 

The vast majority of securities are expressed in 
sterling and the object of the control is that (1) if 
such securities owned by United Kingdom residents 
pass into foreign ownership the market value in 
foreign exchange is acquired for the pool; (2) if such 
securities owned by non-residents are sold, the pur- 
chaser is another non-resident, i.e. there is no loss 
of exchange to the control. 


Registered and Bearer Securities 


There is a simple control over registered securities. 
It is exercised by restricting the powers of registrars 
in registering non-resident addresses and making 
income or capital repayments to non-residents. 
Registrars must see that permission has been ob- 
tained before they execute a transfer of shares from 
resident to non-resident or vice versa. 

Bearer securities and securities transferable in 
registers outside the scheduled territories including 
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prescribed and other currency securities are -con- 
trolled by restricting the holding of the securities 
or documents of title to them. Bearer securities com- 
plete with all the coupons or certificates of title to 
securities registered outside the United Kingdom 


must be deposited with what is known as an authorized: 


depositary. The banks and their branches and the 
share and loan departments of all stock exchanges, 
stock-brokers, solicitors and others are ‘authorized 


depositaries. 
Restrictions, similar to those on Kai are 

imposed on authorized depositaries. certificate 
not deposited and no bearer bond not deposited 


can be bought or sold or transferred in the United. 


Kingdom to anyone, no capital or income can be 
paid — in fact, nothing can be done with the bond or 
certificate unless it is held by an authorized deposi- 
tary. Residents may not export bearer securities or 


certificates of title to securities registered abroad. 


although the export of sterling bearer securities 
owned by non-residents is now permitted. 


ad D 


Transfer of Ofvnership of Securities 


Whether it is a registrar dealing with registered 


securities or whether it is an authorized depositary 


d with bearer securities or those registered 


abroad, the conditions imposed on the transfer of 
ownership are the same: firstly, where the transferor 
and transferee are residents and this is certified on 
the transfer form or by an authorized depositary, no 
further authority or formality is required; you and I 
can deal in securities with other residents without 
exchange control difficulty. Secondly, if the trans- 
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feror (i.e. the seller) is a non-resident the sale on a 
stock. exchange in the United Kingdom can be 
arranged but the purchaser must be another non- 
resident. A non-resident is not normally. permitted 
to sell his securities to.a resident and so obtain a claim- 
on our exchange resources but a resident in the 
transferable account area can switch investment funds 
to a resident in the dollar area, or in the transferable 
account area. 

Thirdly, if the transferee (i.e. the buyer) is a non- 
resident and the seller is a resident then the transac- 
tion is allowed if the consideration money is debited 
to the appropriate non-resident account so that 
exchange accrues to the pool. A switch from one 
security to another is permissible. 

Broadly speaking, residents may not make fresh 
investments in foreign securities involving the pur- 
chase of currency EECH they may switch from 
one investment to another over a fairly wide field. 
Non-residents can invest in sterling securities if 
they pay for them in currency or exchange. Non- 
residents have freedom to switch investments from 
one country to another, but they cannot realize 
sterling investments by sales to residents. 

This is rather a vast subject and I have had to 
leave out quite a lot, but I would stress that the 
Treasury have delegated control in a large part to 
the Bank of England, who in turn have delegated 
the exercise of control where practicable to bankers, 
stock exchanges and stock-brokers, to registrars, 
solicitors, travel agents and others so that the control 
is decentralized, delay is avoided and trade and 
commerce are facilitated — not impeded. 

(Concluded. ) 


WEEKLY NOTES 


New Institute Publication 


The new publication by The Institute of Chartered 
Accountants in England and Wales on the accounting 
processes of standard costing, to which we refer in 
a leading article this week, already looks like being a 
‘best-seller’. An order form was sent to all members 
of the Institute on January 25th. Distribution started 
last Monday when the first copies were received 
from the printers but it will take some weeks to clear 
the several thousand orders so far accepted. These are 
being dealt with as expeditiously as possible and, 
thereafter, all new orders received will be executed 
in strict rotation. Readers desiring a copy of the pub- 
lication should apply to The Institute of Chartered 
Accountants in England and Wales, Moorgate Place, 
London, EC2. The price is 7s 6d per copy, post free, 
and all orders must be accompanied by the appropriate 
remittance. i 


The Association’s Examination Results 


There were 1,717 candidates for the December 1955 


examinations of The Association of Certified and 


Corporate Accountants, and the results now an- 
nounced show that 669 were successful. ` 

‘In Section I of the Final, there were 671 candidates, 
of whom 245 (37 per cent) passed, the First Place 
and Prize being awarded to Mr R. E. Haigh of 
Halifax. The Second Place was awarded to Mr W. J. 
Ash, of Topsham, and the Third Place to Mr M. F. 
Cave, of London. 

In Section II, 193 candidates (49 per cent) peel 
and 204 failed. The First Place and Prize was awarded 
to Mr S. W. French, of Wallington, the Second 
Place to Mr G. Bent, of Leigh, and the Third Place 
to Mr G. Smith, of Walsall. 

There were 573 candidates for the Intermediate 
examination, of whom 197 (34 per cent) passed and 
376 failed, the First Place and Prize being awarded 
to Mr J. Kench, of Sevenoaks. 

In the Preliminary examination, 34 candidates 
out of 76 (45 per cent) were successful. 

he names of the successful candidates in both 
sections of the Final, together with a complete 
summary of the results, appear elsewhere in this issue. 
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Stricter Borrowing Control 


- The exemption limit of £50,000 in the Control of 
Borrowing Order, 1947, has been reduced to £10,000. 
This is the effect of the Control of Borrowing 
(Amendment) Order, 1956 (S.I. 1956 No. 358), which 
came into operation last Wednesday. It is now neces- 
sary, therefore, to obtain the consent of the Capital 
Issues Committee for any transaction of a kind 
described in the principal Order if the total value of 
such transaction, together with the value of all 
previous transactions carried out by the same person 
in the previous twelve months, exceeds £10,000. This 
change is understood to be directed against the 
growth of small finance companies engaged in hire- 
purchase business. 


Car Price Policy 


At the beginning of this week the British Motor 
Corporation announced that the home retail prices 
of its passenger cars and commercial vehicles would 
be increased immediately by 74 per cent. The decision 
affects all products of the group. It is an interesting 
move. Its immediate effect, and rumour in advance 
seems to have played a part in this, has been to begin 
a run on the stocks of vehicles which have assumed 
serious proportion at the company’s works at Birm- 
ingham and Oxford. 

Apart altogether, however, from the effect (calcu- 
lated or fortuitous) of the price increase on the 
movement of stocks, the price policy itself is of 
general interest. All the large motor vehicle manu- 
facturers are under a strong incentive to maximize 
output. The car industry buys in about 60 per cent 
of the ex-works value of its products and it has been 
under very considerable pressure of rising costs, 
which is not likely to ease perceptibly for some time. 
The industry must, therefore, do all it can to reduce 
its internal costs, and the policy has been to go for 
heavy capital investment and a high rate of output, so 
spreading overheads over as large a number of units 
as possible. It has been the intention of Government 

olicy to force the industry to sell more cars abroad 
means of the credit ‘squeeze’. It would seem from 
the decision of the B.M.C. that they think a few more 
cars may be sold abroad at lower prices (though 
some concerns in the industry are sceptical about 
raising exports by reducing prices) but that the 
reduced profits on these marginal exports may be 
recouped by higher prices in the home market where 
demand is inelastic. Such thinking is based on the 
belief that the home market is saturated at the 
moment, not because of prices but because of lack 
- of capital resources to pay for new cars. Under such 
conditions, a 74 per cent increase might have very 
little effect on the volume of sales and a very useful 
effect on their value. It remains to be seen if these 
assumptions are correct. Meanwhile, it is becoming 
more apparent that pursuing a policy of calculated, 
controlled deflation is a much more complicated 
undertaking than might have been supposed when 
it was only a piece of tidy economic theory. 
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Narrower Trade Gap 


Nicholas I of Russia is credited with saying at the 
time of the Crimean War that he would rely on 
Generals January and February to win the war. The 
same tacticians seem to be playing a part, especially 
General February, in the battle of the trade gap. 
Last month, this country’s overseas trade deficit, 
measured on the conventional basis, was £49°5 
million. This may be compared with {74:2 million in 
January, and if January and February are taken 
together, the trade deficit works out at £63 million 
against £65 million for the two months last year. 

Imports showed a substantial drop over the month, 
but this is partly due to the fewer working days in 
February and it is almost certain that the severe 
weather in both months which froze the North 
European ports and dislocated transport throughout 
Europe played a part in reducing the flow of arrivals 
into this country. If this should be so, there may well 
be a consequential increase in imports during March. 
If there is no such increase it may be that the credit 
‘squeeze’ is beginning to have an effect. ` 

There was only a small declime in exports over the 
month from {257-9 million to {246-1 million. If the 
average for January and February is compared with 
the corresponding average in 1955, exports showed 
an increase from {240-7 to {252-0 million. 


B.T.C. Asking for More? 


A Cabinet committee is reported to be considering 
an application from the British Transport Commis- 
sion for higher freight charges and passenger fares. 
From the point of view of the B.T.C., the reason for 
this increase is not far to seek. It has been estimated 
that the recent wage award and the pressure from 
other costs could raise the annual deficit of British 
Railways to between {50 and £60 million in 1956. 
Acquiescence in the Commission’s request would 
mean upward pressure on prices from a nationalized 
industry. This would increase the volume of criti- 
cism from industry about the price policy of national- 
ized industry at a time when many sectors of private 
industry are making public announcements to stabil- 
ize prices over a given period of time. The problem 
is also acute on purely economic grounds. Industry 
is, of necessity, sensitive to increased transport 
charges and a recent examination showed that rising 
transport charges were one of the most important 
causes of the higher cost of living. It is an awkward 
problem. The British Transport Commission obtained 
a quick settlement to the unions’ wage demands 
recently by offering 7 per cent (which was accepted) 
hoping to recoup the outlay eventually from the 
benefits of the modernization programme, expecting 
meanwhile to win goodwill for that programme by 
adopting a conciliatory attitude towards the unions’ 
wage demands. The benefits of modernization will 
not be forthcoming for some years. Meanwhile, all 
concerned are caught in the problem of having to keep 
prices as stable as possible in a key industry. 


294 


THE, ACCOUNTANT 


March 17th, 1956 


FINANCE AND COMMERCE 


Against the background of Middle East tension, 
further evidence of the effect of the credit ‘squeeze’ in 
industry and the approach of the Budget next month, 
the main feature of the stock-markets is, understand- 
ably, the paucity of business. In the gold and dollar, 
as well as the trade, figures there are some signs that 
restriction policies are having some effect, but there 
is clearly little prospect of any early easing of economic 
pressure. The defensive policy ‘adopted by matt. 
tional investors is being broadly followed by the 
public, and this side of the Budget there seems little 
prospect of any material change in the market situa- 


tion. The weight of new issues continues to compete 


geg for any available investment funds. 


‘Imps’ Accounts 


The practice of including the chairman’s statement 
with the report and accounts of The Imperial 
Tobacco Company fof Great Britain and Ireland), 

Limited (whose 1955 accounts provide this week’s 

reprint), has not lasted long. Introduced ‘last year, 
it has been abandoned with these accounts. Appar- 
ently there is a feeling in the company’s boardroom 
that the annual meeting is a dull performance 
without a chairman’s speech. So ‘speech’ it, is this 
time and not ‘statement with the accounts’. 

And that, we think, is a great pity. Undoubtedly, 
as we recognized many years ago when we urged 
what was then revolutionary in company practice, 
the statement with the accounts turns the meeting 
into a formal affair. The statement is taken as read, 
question time follows, and the resolutions are put to 
the meeting. Ten minutes, and it is all over — unless 
the business is followed by a social gathering with 
congratulations to all and sundry. 

Maybe it is also a pity that the annual meetings of 
most public companies have thus become formal 
ten-minute affairs. There is a lot to be said for share- 


holders and directors getting together. But in these 


days, this is entirely unpractical with thousands 
of shareholders (in Imps’ case, tens of thousands) 
scattered up and down the country. What must it 
mean to most stock-holders in Imperial Tobacco.to 
find the time-—and the expense-of getting to 
Bristol for a midday meeting, and getting back again? 
Surely it is better to have all possible information in 
print with the report and accounts. 


Asset Appraisal 


Let it be said, however, that while the chairman’s 
statement has gone from the Imperial Tobacco 
report and accounts, there has been an extra effort to 
make this year’s publication as informative as possible 
with a lengthy explanatory statement and notes on 


the accounts. Among the points emphasized is that 


‘the present-day value of a not inconsiderable part 
of the company’s assets, notably fixed assets and trade 
investments, is much in excess of the book values 
shown in the balance sheet. 


‘Appraisal of the current values of assets acquired 
over the years can only be:a matter of opinion’, 
the statement continues, but ‘it is worth recording 
that the company’s buildings, plant and other 
equipment are valued for fire insurance purposes 
at a figure of over {£40 million, and the market - 
valuation at October 31st, 1955, of these trade 
investments that are quoted on stock exchanges was 
about five and a half times their book value.’ 


Inevitably, finance is a problem. Acceptance 
credits (last year £5 million) have been discontinued, 
the cost having become unattractive to the company. 


It is worth noting that of stocks and debtors 
totalling just over £200 million, some £85 million 
represents excise duty, a figure substantially more than 
the whole of the issued capital, preference and ordin- 
ary. Here, one might expect the credit ‘squeeze’ to be 
applied with the greatest consideration. Tobacco 
provides some {600 million a year for the national 
exchequer. 


Fatstock Marketing 


We are indebted to The Fatstock Marketing Corpora- 
tion Ltd, and to Mr R. F. Daly, a member of its 
executive board, for a short, but very much to the 
point, reply to certain comments of a correspondent 
relating to the Corporation’s accounts, which we 
reprinted in our issue of February 18th. 


Mr Daly says our correspondent has apparently 
forgotten that the accounts under consideration were 
for the first year of the Corporation. Any losses in 
the second year, he says, could not, of course, be 
used to reduce tax payable in the first year. The 
Corporation was therefore correct in making pro- 
vision in its accounts for the possible liability to tax. 

When the accounts were signed in November, 
Mr Daly states further, the current year had still 
four months to go and it was not possible to forecast 
the actual net drawings on the price equalization 
account by March 31st, 1956. 

He adds that our correspondent’s own assumption 
that the price stabilization account will stand at nil 
by that date may, in fact, be very wide of the mark. 


Money Market 


Outside competition for Treasury bills remains keen, 
and applications on March oth totalled £404,660,000 
for the £240 million of bills offered. At a maintained. 
bid of £98 13s 11d the market obtained 37 per cent 
of requirements and the average rate was little changed 
at £5 A 223d per cent. This week’s offer is SE 
£240 million and will balance maturities. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Child Allowance: Articled Clerks | 
Sir, — The letter from ‘Primo’ in your issue of 


February 18th, 1956, reveals a somewhat naive ` 


Inspector, and the two replies which the letter has 


since attracted seem to indicate that some further - 


clarification is needed. 
Prior to the Finance Act, 1955, there were two 


financial hurdles to be overcome in order to obtain a ` 


child allowance in respect of an apprentice. The first 
hurdle was in Section 212 (3) of the Income Tax 
Act, 1952, which had to be satisfied before an 
allowance for an apprentice could be obtained at ‘all 
It laid down a low income limit (originally £13 per 
annum from 1938, when the relief was first intro- 
duced, until as recently as 1952, when it was raised 
` to £26, and it was again raised to {52 in 1953) but 
the section contained a deeming provision whereb 
any emoluments were to be disregarded up to the 
amount of any premium which had been paid. In 
other words, all payments were ignored until the ` 
amount of the premium had been exhausted. ` 
The other financial hurdle was that in Section 
212 (4), that is to say, the ordinary income limit for a 
child allowance. Unfortunately, it was held in the 
case of Miles v. Morrow (20 A.T.C. 156; 23 T.C. 465) 
that the special deeming process laid down under 


Section 212 (3) was not applicable to Section 212 (4). 


Hence the position was that, although the income 
limit laid down under Section 212 (3) might be 
satisfied (because of the automatic set-off against 
premium) it was still possible to be denied a child 
allowance by reason of -Section 212 (4), which 
provides for no automatic set-off. The result of the 
Miles v. Morrow decision was largely to nullify the 
whole operation of Section 212 (3) and, therefore, to 
deny the child allowance where a premium was 
involved and a salary was being paid. 

All that happened in the Finance Act, 1955, was 
the entire removal of the first financial hurdle for 
apprentices. The special limitation in Section 212 (3) 
was eliminated, leaving only the ordinary limit of 
£85 under Section 212 (4). This removed the parents 
of apprentices from being a specially oppressed class 
into the category of normal parents, but it had no effect 
at all on the determination of the child’s income for 
the purpose of Section 212 (4) and in this respect the 
Inspector’s letter quoted by ‘Primo’ is open to serious 
objection. 

The ‘income’ to which a child ‘is entitled in his 
own right’ (to quote the words of Section 212 (4)) 
is a question of fact, and if it can be established as a 
fact that the payments (or part of the payments) 
under articles are repayment of premium and not 
income of the child, then there is nothing in the 
Income Tax Acts which requires them to be treated 


‘of the articled clerk. 


as emoluments and brought into account for the 
purpose of Section 212 (4). 

Premiums are now perforce a dying relic of a past 
era (an era which had its faults, though fewer perhaps 
than today) and salaries to articled clerks are often 
paid at levels which rule out all question of child 
allowance. Where, however, a child allowance is or 
may be a material consideration, having regard to 
the figures involved, a good deal of trouble and 
possible loss of allowance would be avoided if the 


articles were so worded as to. distinguish beyond all 


doubt the amounts which are by contract a return of 
premium from the amounts which are emoluments 
Yours faithfully, 

CARNERA. 


Sm, — With reference to the letters of ‘Primo’ in your 


issue of February 18th, and ‘B.E.F.’ in February 25th, © 


relating to child allowance, the law is stated in 
‘Miles v. Morrow (20 ATC 156; 23 T.C. 465.) 

. The provision relating to disregarding the return of 
premium has never applied to the computation of the 
child’s income for the purpose of whether this exceeds 
the limit for child allowance. This is contained in 
Section 212 (4), Income Tax Act, 1952, and is 
unaffected by the repeal of Section 212 (3) (b) by 
Section 2 (5), Finance Act, 1955. Thus, if the child’s 
earnings exceed {85 no relief is due, irrespective of 
the return of premium. It looks as though the Inspec- 
tor had previously wrongly given the relief. 

The amendment by the repeal of Section 212 
(3) (b) is that if condition (a) of Section 212 (3) is 
satisfied, there is no restriction of the qualification of 
training as an alternative test to full-time education. 
The child’s income limit is a separate provision 
which applies to every child on whatever ground 
child allowance is due. 

Yours faithfully, 
Lincoln's Inn, WC2. H.G.S. BLUNKETT. 


The Practising Accountant’s 
Relationship to Management Accounting 


SIR, - I am pleased that my letter published in your 
issue of January 21st has evoked at least one reply, 
but in his letter published in your issue of February 
25th, Mr Charles Bingham mistakenly attributes 
words and intentions to me which cannot be found 
in my letter. 

In my penultimate paragraph, I spoke only of the 
smaller industrial firms, employing less than 100 
persons, who need costing systems and controls 
appropriate to their circumstances and which can be 


einstalled step by step by practising accountants; the 


turnover of such firms seldom reaches a quarter of a 
million pounds, let alone a million pounds. These are 
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the people who cannot afford full-time assistance, 
and who look to their accountants and their trade 
federations for help. 

Nowhere did I suggest that nothing less than a full 


system would do for them; indeed, I said precisely 


the opposite in the fourth. paragraph of my letter. 
It is, ‘of course, necessary to envisage how each sten 
can dovetail with others in a full systern but, subject 
to ‘this, I advocated the piecemeal installation of 
each procedure, so devised that it could stand. alone 


and render its valuable service to management. 


Surely it is the view that nothing less than a full 
system can work. which has so often proved the 
greatest deterrent to doing anyeng in this field. 

Mr Bingham says: 


‘any attempt to impose a sundae system of manage- 


` ment control on the hosiery or any other GE 
is neither practicable nor desirable’: 


No organization whose members can resign at will 


can impose such a system on its members any more 
than Mr Bingham could impose one on his clients, 
and it would be foolish to try to do so, but where 
little or nothing exists"in the way of guidance or 
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assistance to its smaller member firms, the tradé’ 


federation has a duty to devise and advocate simple 
steps in costing and control techniques appropriate 
to their circumstances, any one or more of which they 
can adopt or adapt if they wish. When producers 
use similar materials, machinery and processes in the 
production of similar goods, what is there against 
adyocating a series of basic methods and techniques 
of control after due inquiry has shown their general 
suitability? Refinements can be introduced to meet a 
special need if this reveals itself, but this is facilitated 
and not impeded when suitable basic methods are 
available on which to build. To take the specific 
example quoted by Mr Bingham, of two half-hose 
manufacturers whose selling practices differ, both 
need materials and stock controls and accurate costing 
methods, all of which can be based on common 
methods to ascertain the facts. Differences in their 
selling methods will not alter the facts revealed, 


even though the action they may base on the facts 


differs according to their circumstances. Mr Bingham 
‘says that 
“there might well be considerable differences in the 
most appropriate system applicable to different 
half-hose manufacturers, each with an output of, 
gay, 3,000-5,000 dozen a week’. 
It may be so, but our thorough examination of the 
basic needs of a mixed sample of ten half-hose 
manufacturers has not led us to this conclusion, and 
I should welcome some supporting evidence for 
Mr Bingham’s opinion. 

I gather from Mr Bingham’s letter that, in spite 
of frustrations and doubts, he holds to the belief that 
practising accountants, trade federations and others 
can and should help in the. spread of knowledge of 
management accounting techniques. The safeguards 
he mentions are paramount; the practical use and 
practical limitations of any common method advocated 
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can be discovered only after intensive investigation in 
many factories, and -there resides the great advantage 
enjoyed by the ‘trade federation. Its recommendations 
are (or should be) the product of wide-spread research 
by skilled men into the common factors and needs 
of many comparable producers, and I have plenty 
of evidence that the methods and techniques thus 
made available to its members with the aid of their ` 
accountants prove both practicable and beneficial. 
As regards consultants, I fully recognize their 
special skills in the ‘engineering’ fields mentioned 


by Mr Bingham, and -wholeheartedly agree that 


practising accountants should work with them when 
they are employed by management. Unfortunately, 
one seldom hears of them operating in a business 
employing less than 100 people, even in the field of 
management accounting, and that is another reason 
why practising accountants and the trade federations. 
should attempt to fill the gap in the manner described 
in my previous letter. 
Yours faithfully, 
H. KENNEWELL, F.c.a, Director, 
THE NATIONAL Hoss 

 Leicerier, MANUFACTURERS’ FEDERATION. 


Overdraft: Treatment of Holiday Pay 

Sir, — Whether or no, money handed to ‘trustees’ 
for holiday pay should be included in the company’s 
balance sheet depends on the answers to two eg 
tions. Is the company liable to pay the work-peopl 
should the ‘trustees’ default? If so, then the liability 
for the holiday accrual must be shown in the reread 
sheet. Should a receiver De appointed, can that 
receiver recover the money from the ‘trustees’? 
If so the amount ought to be shown in the balance 
sheet. The answers to these questions depend on the. 
terms of the agreement with the work-people, and 
the terms of the appointment of the ‘trustees’. 

As a-businessman I should think it very question- 
able to include such an item under ‘cash’ or as a 
reduction of an overdraft. It would be better to in- 


clude it under the heading ‘debtors and payments in 


advance’. 


Papworth Everard, 
Cambs. 


The Inland Revenue and Bank Interest _ 
Sm, — If the small sample in my experience is indi- 
cative of the situation as a whole, then it is of some 
urgency that as a matter of courtesy, the savings 
banks and the joint-stock banks should notify their 
customers, in writing, of any interest they may report 
to the Inland Revenue. 

Despite considerable care and direct questioning, 
the number of taxpayers of integrity and standing 
who overlook bank interest, chiefly because they 
receive it by book entry, is s 

The Inland Revenue appear to be adopting an 
increasingly strict attitude towards these innocent 
omissions. 


Yours faithfull 
"e ` ANCRUM EVANS. 


March 17th, 1956 


Register of Members: Trusts . 


SIR, ~ I am grateful to your correspondents for their 
comments on the subject of designated accounts 
following my inquiry published in your issue of 
January 21st, but, to my mind, the views and 
experiences expressed are inconclusive and tend to 
be contradictory. Not one has given any reason in 
support of their contention but appear to be relying 
solely upon the fact that some registrars do accept 
designated accounts, and I am still left far from 
convinced that designation is not contrary to Section 
117 of the Companies Act. 

One correspondent states that, while there is no 
objection to compliance with such requests, there is 
no obligation upon a company to do so, and that when 
accepting designated accounts he always makes it 
clear that the company reserves the right to treat 
such accounts as one, if thought fit. 

This sounds rather contradictory to me, and I am 
puzzled as to how it can be in order for a company 
to accept designated accounts and yet be able to 
amalgamate them at any time it thinks fit. On what 
authority can a company insist on the amalgamation of 
a number of accounts hitherto accepted as separate 
and distinct accounts? 

Another correspondent states he has no difficulty 
in getting companies to accept designated accounts 
but, in the event of refusal, he would not, apparently, 
insist on registration as a right, but would resort to the 
expediency of registration under a joint account. 
He also refers to the designation of British Govern- 
ment Stocks, but in their case Acts were required to 
be passed before the Bank of England could be author- 
ized to permit more than one account to be registered 
in the same name or names. It was enacted that each 
account was to be distinguished as the bank might 
direct and that the bank was not thereby affected 
with notice of any trust. | 

To my mind, this was an obviously necessary 
measure in view of the reference in Section 117 of 
implied notices of trust and, I think, clearly indicates 
that a simple designation could be regarded as con- 
stituting notice of a trust. I am perhaps a little out of 
date and open to correction but, so far as I am aware, 
no similar authority as was thought necessary to be 
given to the Bank of England, has ever been given to 
companies and, I would not, therefore, be prepared 
to accept that, in the absence of any specific notice 
of trust, the mere ear-marking or designation of 
accounts did not of itself provide notice of a trust. 

It may be that some companies have accepted 
designated accounts under the impression that if the 
Bank of England do so, they, likewise, are obliged 
to comply with such requests. Otherwise, I see no 
reason why companies should encourage a practice 
which exposes them to an unnecessary risk and at the 
same time, despite the claim of one correspondent, 
gives them additional work which rightly belongs to 
the trustee. After all, if a bank has a holding of stock 
which relates to some ninety trust accounts, as in- 
stanced in my previous letter, it is obviously gojng to 
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make administration of those accounts, much easier to 
the bank, and save them expense, if it can have the 
holding split up into ninety accounts and arrange for 
the dividends to be sent direct to the relative branches 
carrying the trust accounts. Sa 

The fact that the ninety accounts may formerly hav 
been registered in the names of individuals is beside 
the point. If the bank is in a position to register the 
holding as ninety different joint accounts, it is per- 
fectly entitled to do so and no objection can be raised, 
but otherwise, the bank is entitled to be regarded as a 
sole stockholder and, in the circumstances, should 
be prepared to carry out its obligations in respect of 
the trustee work it has undertaken and for which it 
is paid, without enlisting the aid of registrars and 
involving his staff in extra work, and his company in 
extra expense. 

The case instanced involves (in addition to the extra 
work) the cost of dispatching ninety dividend 
warrants, instead of one, twice a year — representin 
an additional expense of some £3 6s gd — and I think 
it is absolutely preposterous that any trustee should 
expect a company to bear this expense in the cir- 
cumstances. 

I am, dear Sir, 


Yours truly, 


Apologia Pro Vita Sua 
SIR, — 
Each week from sober pages of 
Your august publication, 
Calm, strong-jawed men look out at me 
In mute disapprobation. 


Notes in hand, their well-bred poise 
We lesser men’s surpasses, 

As they debate with glances shrewd 

Enhanced by horn-rimmed glasses. 


Machines and systems they acquire 
Without a qualm or bustle, 

Approved by office counterparts 
Of Monroe or Jane Russell. 


How shabby seems this desk of mine 
Bespread with files and litter; 

The well-worn chair for clients’ use 
That reassures the sitter. 


Miss Jones, my typist and old friend, 
Though unadorned her face is, 

She knows my ways and how to use 
Correct possessive cases. 


Shall I succumb and mechanize 
And in a phrase laconic ` 
Describe myself on card and plate 
P ‘Accountant ~ Electronic’! ` 
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THE INSTITUTE OF CHARTERED 
-< ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, March 7th, 1956, at the Hall of the 
Institute, Moorgate. Place, London, EC2, there were 
present: 


Mr W. S. Carrington, Zeen in the chair: Mr A. GH: 


Dicker, Vice-President; Messrs W. L. Barrows, Sir Harold 
Barton, Mr T. A. Hamilton Baynes, Sir Bernhard Binder, 
Messrs J. Blakey, C. W. Boyce, c.B.z., W. G. Campbell, 
P. F, Carpenter, D. A. Clarke, J. Clayton, E. C. Corton, 
W. G. Densem, W. W. Fea, Sir Harold Gillett, M.C., 
Measrs P. F. Granger, D. V. House, W. H. Lawson, C.B.E., 
R. P. Leech, M.B.E., T.D, R. McNeil, K. A. E. Moore, 
C. U. Peat, m.c., P. M. Rees, M.C., P. V. Roberts, L. W. 
Robson, Sir Thomas Robson, M.R.E., Messrs G. F. 


Saunders, Gilbert D. Shepherd, M.B.B., VG Shuttleworth, ` 


B. Smallpeice, C. M. Strachan, opp. E. D. Taylor, G. L. C. 
Touche, A. D. Walker, Sir Nicholas Waterhouse, K.B.E., 
M.A., Messrs M. Wheatley Jones, E. F. G. ey, R P. 
Winter, M.C., T.D., with the Secretary and Assistant 


Secretaries, 

Presentation of Prizes 
In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Lady and Gentlemen, 

Once again it is my privilege on behalf of the Council 
to welcome to this meeting those candidates who have 
distinguished themselves in the Institute examinations, 
and to tender our congratulations to them on their 
achievements. 

The number of candidates achieving Honours this 
year in the Intermediate examination may seem rather 
large but I can assure them that their achievement is 
just as great as that of those who received Honours 
certificates when the number granted was fewer than is 
presently the case, because there has been no lowering 
whatever in the standard; you have all measured up to 
the rigorous standard which is required of an Honours 
candidate and I wish you equal success in your Final 
examinations. 

As in the case of the Intermediate Honours candidates, 
those who have achieved Honours in the Final have 
risen in performance above their fellows and whilst 
congratulating them, I hope that the distinctions 
which they have attained will not be cause for undue 
self-satisfaction but rather be taken as a spur and 
encouragement to their future activities. 

This is a profession where no one can succeed without 


a great deal of hard work and I can assure you that the’ 


necessity for hard work will remain so long as you 
follow this profession, whether in public practice or in 
the fields of industry or commerce. Any profession 
worthy of the name requires the exercise of an intel- 
lectual discipline and in this profession in particular 
it is absolutely essential that you should always sift 


the facts and reject the spurious before reaching, and 


still more before expressing, a conclusion. 
In controversy you should be sincere and until 
proved otherwise to you, you should also regard your 


The world has come to place great reliance on 
accountants’ statements and certificates and you owe 
it to yourselves, as well as to your profession, to see 
that the statements you make are at all times well 
founded and capable of being sustained under the most 
rigorous and informed cross-examination. 

I trust that you will all take your part in professional 
affairs and take an active interest in the work of the 
Institute by attending meetings of students’ societies, 
district societies and, when you are able to do so, 
the Institute’s Summer Course, which I can assure 
you is a wonderful place for adding to one’s knowledge 
of man and matters. 

We should all take an intelligent interest in national 
and local affairs; this is one of the duties of citizenship 
in a democratic State such as ours. I further hope that 
in due time some of you will take a direct interest in 
the work of your local town councils and in national 
politics, because I am convinced that a leavening of 
chartered accountants in committees, councils and 
national assemblies, such as the House of Commons, 
must be to the good of all, in that the trained and dis~ 
criminating mind can so often act as the leaven which 
leaveneth the whole. 

On behalf of the Council I congratulate you and 
wish you well in your future endeavours. 


Final 


First Certificate of Merit, the Institute Prize, the W. B. Peat 
Medal and Prize and the Plender Prizes for the Advanced 
Accounting (Part I) and the Taxation papers 
P. Mendelssohn (J. F. T. Nangle), London. 


Second Certificate of Merit, the Walter Knox Scholarship, 
the William Quilter Prize and the Plender Prize for the 
Auditing paper 
C. P. David (C. R. Daniel), Cardiff. 

Third Certificate of Merit 
R. Gray (P. W. Mertens), London. 

The Frederick Whinney Prize and the Plender Prize for the 
Advanced Accounting (Part ID paper 
B. C. G. Wright (J. C. J. Clark), Hove. 


Plender Prize for the General Financial Knowledge and 
Cost Accounting paper 
Miss J. R. Moore (E. A. Mortleman), London. 


Intermediate 
First Certificate of Merit, the Institute Prize and the Stephens 
Prize (both shared with one other) and the Plender Prize for 


the General Commercial Knowledge paper 

D. Anton (G. E. Jones}, London. 

ate of Merit, the Institute Prize and the Stephens 
shared with one other) and the Frederick Whinney 


Prize 
P. C. Sapsed (G. S, Fletcher), London. 


Fourth Certificate of Merit and the Flight-Lieutenant Dudley 
Hewitt, D.F.C., Prize 
J. D. Cormie (P. A. Bayliss), 


First Certi 
Prize (bo 


London. 


opponents as sincere and treat them accordingly.e Fourth Certificate of Merit and the Plender Prize for the. 


Moreover, if in doubt as to an opponent's prient, 
give him the benefit of the doubt. 


Taxation and Cost Accounting paper 
, F. A. Noble (R. C. de Zouche), Liverpool. 
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Eleventh Certificate of Merit 
D. E. Appleby (C. N. Smellie), London. 
T. Davies (H. W. Sydenham), London. 
J. R. Hearn (H. V. Davies), London. 
Fifteenth Certificate of Merit ` 
N. A. Joseph (G. Sorene), London. 
Seventeenth Certificate of Merit 
B. A. Baldwin (W. R. G. Weaver), London. 
Eighteenth Certificate of Merit 
T. G. R. Lawrence (B. J. Davis), London. 
Nineteenth Certificate of Merit 
B. H. Miles (M. C. Stothert), Bournemouth. 
Twenty-first Certificate of Merit 
M. R. C. Lomax (E. Dutton), Chester. 
Plender Prize for the Auditing paper 
A. M. Scrutton (V. A. 5. Goddard), London. 


Mr E. Gordon Turner 
The Council accepted with regret the resignation, 
owing to ill-health, of Mr Edward Gordon Turner, 
M.C., F.C.A., Of his membership of the Council. Mr 
Turner had been a member of the Council since 1945 


and was Chairman of the Examination and of the 


Summer Course Committees. 


Re-admission 
One application for re-admission to membership was 
acceded to. 


Exemption from the Preliminary Examination 
One application under bye-law 79, for exemption 
from the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 
Four applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to 
and one application was not acceded to. 


Exemption from the Intermediate Examination 
Two applications under bye-law 85 (6) for exemption 
from the Intermediate ‘examination were acceded to, 
and one application was not acceded to. 


Articled Clerks: Industrial Experience 
Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Articled Clerks engaging in Other Business 
The Council acceded to four applications under bye~ 


law 57 from articled clerks to engage during their. 


service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. One application was not acceded to. 


Final Examination 
Two applications under bye-law 86 from articled 
clerks for permission to sit an earlier Final examination 
were acceded to and three applications were not 


acceded to. 
Certificates of Practice 
It was resolved: 

That certificates of practice be issued to the follow- 
ing twenty-nine associates who have commenced to 
practise: 

Antoine, John Russell; 1950, A.C.A; (Thornton & 

Thornton), 188 High Street, High Wycombe (for other 

towns see Thornton & Thornton). 
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REH Henry Buxton; 1954, A.C.A.; 230 Strand, London, 
W 


Butterfield, Peter Michael; 1955, A.C.A.; (Inglis, Tiley & 
Butterfield), The Old Brewery Offices, North Street, 

. Bristol, 3. 

Chamberlain, John Trevor; 1951, A.C.A.; (H. F. Adams & 
Co), Dilworth House, 190, Broad Street, Birmingham, I 
Close, see ae A.C.A.; (Brough, “Postlethwaite & Co Sé 

Midlan nk Chambers, r Hig Street, Doncaster. 

Cohen, SE Michael; 1955, A.C.A.; (Cohen & Co), 6 
Lochbte, Crouch Hill, ‘London, N4. 

Day, Andrew Edgar; 1952, A.C.A; . (Day, Smith & Hunter), 
Star House, Maidstone, and at No rth Harrow. 

Donnelly, Alfred Parkin, B.coM.; 1955, A.C.A.; 46 Spring- 
bank Road, Newcastle upon Tyne, 2. 

Cox, Denys Emest; 1952, A.C.A.; (Morris Owen & Co), 
Victoria Chambers, Victoria Road, and 77 Commercial 
Road, Swindon. 

Dugdale, Keith Stuart, M.A; 1955, A.C.A; (Martin & 
Acock), Westminster Bank Chambers, 69 London Street, 
Norwich, and at Swaffham 

Fletcher, Malcolm Lewis; 19 53, A.C.A.; 33 Worcester Lane, 
Four Oaks, Sutton Coldfield, Warwickshire. 

Fromant, Thomas Charles; 1949, A.C.A.; 23 Bermuda 
Terrace, Cambridge. 

Glentworth, Derek Stuart; 1954, A.C.A.; 17 Hainton 
Avenue, Grimsby. 

Gurrey, Niall; 1950, A CA: (Morris Owen & Co), Victoria 
Chambers, Victoria Road and™ 77 Commercial Road, 
Swindon. 

Hoffman, Walter Max, B.A.(ECON.); 1954, A.C.A.; 2 Raleigh 
Close, Hendon, London, NW4. 

Inglis, Donald Raymond, B.a.(COM.); 1952, A.C.A.; (Inglis, 
Tiley & Butterfield), The Old Brewery Offices, North 
Street, Bristol, 3. 

Jones, Frederick Stanley; 1951, A.C.A.; (*Harold Jones & 
Co), 37 Cross Street, Sale, Cheshire, ‘and at Stretford. 
Jones, Naran Stanley; 1954, A.C.A.; (N. S. Jones & Co), 

24 Esmond Street, eld, Liverpool, 6. 

Lawne, Cyril George; 1940, A. C.A.; 138 Upper Woodcote 
Road, Caversham, Reading. 

Leskin, Bernard; 1954, A.C.A.; 21 West Bank, Amhurst 
Park, London, N16. 

Pearson, John: 1933, A.C.A; (J. Pearson & Co), o Owls 
Road, Boscombe, Bournemouth 

Rothman, Algernon Patrick Francis; 1955, A.C.A; 
(Algernon Rothman & Co), 11A Southgate Street, 
Winchester. 

Sewell, Jack; 1953, A.C.A.; 95 Kenilworth Avenue, Reading. 

Simmons, Gordon Geoffrey; 1951, A.C.A.; (*Alfred 
Simmons & Co), The Market Hall, Redhill, Surrey. 

Stewart-Sandeman, Nairne; 1951, A.C.A.; 7 Vicarage 
Court, Church Street, London, W8. 

Tiley, James Miles, B.A. (CoM. IL 1952, A.C.A.; (Inglis, Tiley 


& Butterfield), The Old Brewery Offices, ‘North Street, 
Bristol, 3. 
Travis, John Raymond Nutt; 1955, A.C.A; (Leach, 


Johnson, Travis & Co), 32° Kennedy Street, Manchester, 2, 
and at Accra, Gold Coast, and Lagos, Nigeria; also at 
London (C. H. Travis & Co), and (Leach, Johnson, 
Travis & Co). 

Turner, Max Henry; 1955, A.C.A; (Ensor, Son & Goult), 
30 Museum Street, Ipswich, and at Bury St Edmunds, 
Felixstowe, and Woodbridge. 

Williams, Anthony; 1947, A.C.A.; 5 


Penzance. 
Elections to Fellowship 

It was resolved: 

(a) That eighteen associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 31.) 

(b) That one associate be elected to fellowship under 
clauses 6 and 31 of the EES Charter (bye-law 
A. 


#placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Admission as Associate ~ 
It was resolved: 
. (a) That 412 applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye-law 
31). 

(6) That twenty-eight applicants be admitted as 
associates under clause o of the supplemental Charter 
(bye-law 36). 

A list of those who complete their fellowship or 
membership before March 2oth will appear in The 
Accountant of March 24th. 


Registration of Articles 


The Secretary reported that-154 articles of clerkship 
were registered during the month of February 1956, as 
compared with 163 in February 1955, making a total of 
291 since January Ist, 1956, as compared with 277 
for the same period in 1955. 
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Deaths of Members 
The Council received with regret the Secretary’s report 
of the death of the following members: 
Mr Ernest Evan Spicer, F.c., London, a former 
member of the Council. 
„ James Burgess, A.C.A., Stockport. 
» Percy Coles, A.C.A., Watford. 
„ Cy il Tom Covington, A.c.A., Woking. 
» Arthur Dawson, A.C.A., London. 
» Frank Dixon, F.C.A., Leicester. 
» Evan Evans, A.C.A., ‘Shrewsbury. 
„ Albert Victor Faulks, a.c.a., Kelso. 
„ George Hughan Hampton, A.C.A., Manchester. 
» Jonathan Hull, B.A., A.C.A, London. 
» George Bertram Quayle, M.B.E., A.C.A., Jamaica. 
» Ernest Willie Lowe, F.c.a., London. 
. y, John Leslie Malcolm, A.C.A., Birmingham. 
» Cyril Ernest Langlois Milne-Robertson, 
London. 
» Herbert Stephen Penn, a.c.a., Hertford. 
» Bertram Thomas Stevenson, F.c.A., Tunbridge Wells. 
» Douglas Robert Ward, F.C.A., London. 


A.C.A., 


MEMBERS’ LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting Practice; by K. H. West, A.C.A. 1956. (Gee, 215.) 
Accounting Trends and Techniques: American Institute 


of Accountants. oth edition. 1955. New York. 1955. 
(Presented.) 
Beginners, Please; Investors Chronicle. 1955. (Eyre & 


Spottiswoode, 30s.) 
The Law Relating to Bankruptcy, Liquidations sad 
Receiverships; by C. A. Sales. 5th edition. 1956. (Mac- 
donald & Evans, 20s.) 
Making Money on the Stock Exchange; by C. Gifford and 
J. A. Stevens. 1955. (Macgibbon & Kee, 15s.) 


Miscellany-at-Law; a diversion for lawyers and others; 
by R. E. Megarry. 1955. ee? 255.) 

Notes on Chancery Practice; by F. G. R. Gordon. 3rd 
edition. 1956. (Solicitors’ Law vier ge , 1as 6d.) 

Profitable Bar Management; by G. M. a . 1955. 
(Hotel Organization, 255.) 

Manual of Modern Business Equipment; Office Appliance 
& Business Equipment Trades Association. (Loose-leaf.) 
From 1956. 

U.S. Master Tax Guide, 1956. Commerce Clearing House. 
New York. 1955. (C.C.H., 25s.) 


JUBILEE DINNER AND DANCE 


MANCHESTER AND DISTRICT SOCIETY 
of The Association of Certified and Corporate Accountants - 


The jubilee dinner and dance of the Manchester and 
District Society of The Association of Certified and 
Corporate Accountants was held at The Midland Hotel, 
Manchester, on Friday, March oth. The proceedings 
were presided over by Mr C. V. Jarvis, J.P., F.A.C.C.A., 
President of the Society, who, with Mrs Jarvis, 
Mr W. Macfarlane Gray, F.A.c.c.A., President of the 
Association, and Mrs Macfarlane Gray, received the 
rro members and guests who attended. 

Among those present were Alderman T. F. Regan, 
J.P., the Lord Mayor of Manchester, and the Lady 
Mayoress: Mr Will Griffiths, M.P., Councillor Mrs 
Eveline Hill, J.P., M.P., Mr G. Waterworth, F.C.A., 
President, Manchester Society of Chartered Account- 
ants, and Mrs Waterworth, and 


Mr J. Bagshaw, F.a.c.c.a. (President, Sheffield District 
Society of the Association) and Mrs Bagshaw; Mr S. G. 
Barker (Chairman of Council, Manchester and District 
Bankers’ Institute) and Mrs Barker; The Venerable A. 
Selwyn Bean, M.B.E, M.A., B.D. (Archdeacon of Manchester) 
and Mrs Bean; Mr V. Butterworth, F.a.c.c.a. (Vice~ 
President of the District Society) and Mrs Butterworth; 
Mr D. Carlyle (A.M. Prina 
chester). and Mrs Carlyle; Mr H. Clarke, F.a.c.c.A. (President, 
Liverpool and District Society of .the Association) and Mra . 


Inspector of Taxes, Mart- 


Clarke; Mr R. G. Crook, A.c.1.1., A.M.C.1.B. (Deputy President, 
Insurance Serie of Manchester) and Mrs Crook. ` 

Mr J. Dafforne, F.C.1.8., A.LA.C., F.H.A, (Vice-President, 
Manchester and District Branch, ‘Chartered Institute of 
Secretaries) and Mrs Dafforne; Mr J. C. Latham, D.L., 
F.A.C.C.A., F.S.A.A. (Director of the Association) and Mrs 
Latham; Mr W. E. Mason, M.C., F.I.M.T.A., BBS, (City 
Treasurer of Manchester) and Mrs Mason; Mr F. eron 
Osbourn, M.B.E., B.A., LL.B. (Secretary of the Association). 

MrN. CG C. Pearson (President, M Law Society); 
Mr W. Sheppard, F.c.w.a. (President, Manchester and 
District Branch, Institute of Cost and Works Accountants) 
and Mrs Sheppard; Mr F. Bancroft Turner, B.A., LL.B. 
Ee agistrate); Mr Frank O. Wilson, F.8.A.A. 
President, Incorporated Accountants’ Society of Manchester 
and District) and Mrs Wilson. 

Proposing the toast “The City and Trade of Man- 
chester’, Mr Jarvis said industrial leaders of past genera~ 
tions were people of high character and during the 
period of development and achievement did not neglect 
the arts and culture of the city and its citizens. 

He appealed for good citizenship and said this 
demanded that the citizens of all classes should strive in 
their personal and sectional interests to maintain 
the standard and ey of national life. The Lord 
Mayor responded. ; 
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Mr Will Griffiths proposed the toast of “The 
Association of Certified and Corporate -Accountants’, 
and said it was a great. privilege and pleasure to be 
present on the occasion of the jubilee celebration which 
was an important milestone in the history of the society. 
He understood that the society was the first district 
society of the Association to be formed outside London. 

Mr Macfarlane Gray, who responded, said that 
the future of the profession was indeed bright, 
and vast and expanding horizons were open to those 
who entered it. The accountant was no longer a 
luxury — he had become a vital and a basic necessity. 
He had an important part to play in the economy of 
the country. He had to adopt the role of wise counsellor 
and, on occasion, had to assume the mantle of the 
prophet. He had to possess the faculties which were 
go essential to guide management in mei efforts to 
greater productivity. 

The country at the present time was experiencing 
a difficult phase and while an easement of taxation for 
industry was hoped for, the fact must be stressed that 
there was a great need for further individual effort. 
There was a pressing need for greater personal initia- 
tive by all, whether they be engaged in the workshop, 
factory or office. 

Mr Macfarlane Gray referred to the film ‘1984’, 
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now being shown in London, and asked whether it was 
indeed a fantasy or whether the. machinery might not 
already be in motion to bring this about. 

The Welfare State, for which everyone paid hand- 
somely, both in direct and indirect taxation, was in 
many of its aspects an excellent thing. But in other 
ways, he said, it was slowly but surely creating a 
parasitical outlook and was eating into and destroying 
the very moral fibre of the people, with the result that 
it was surely not outside the bounds of possibility 
that the more indolent and complacent people became 
—the more they were controlled by the State and the 
larger unions of the country — the greater would be the 
danger of blotting out the thought and action of the 
individual, 

Accountants were prepared to play their part in 
restoring a balanced economy in this country, but a 


balanced mind in approaching the problems of the day 


and an acute awareness of the difficulties with which 
the country was confronted at the present time, was 
needed by all concerned. (Applause.) 

‘Mr V. Butterworth, Vice-President of the District 
Society, proposed the toast “The Guests’, and Mr F. 
Bancroft Turner responded. After the dinner, members 


and guests joined in dancing to Arthur Brown’s 


orchestra. 


NOTES AND NOTICES 


The Chartered Accountants’ Benevolent 
Association 


ANNUAL MEETING 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
ECz, at 2.15 p.m. on Wednesday, March 28th, 1956. 


Personal 


Messrs STURGES, Fraser, Cave & Co, Chartered 
Accountants, of 1 Guildhall Chambers, 31-34 
Basinghall Street, London, EC2, and Kingston upon 
Thames and Godalming, Surrey, announce that 
Mr Maurice H. J. THORNE, A.C.A., who has been a 
member of their staff for many years, has been ad- 
mitted into partnership. The style of the firm 
remains unchanged. 

Messrs DELOITTE, PLENDER, Haskins & SELLS 
(Canada) announce the merger of the practice of 
Messrs PATRIQUIN, Duncan, McCrary, McCrary & 
Co of Edmonton, Alberta, with their own. The com- 
bined practice in Edmonton will be carried on under 
the name of DELOITTE, PLENDER, Haskins & SELLS, 
Chartered Accountants. 


~ Professional Notes 


Mr C. G. Allott, A.C.A., has been appointed deputy 

managing director of The United Molasses Co Ltd. 
Mr. Leslie Mann, a.c.a., has been elected a 

director of The Cairn Line of Steamships Ltd and 

Kee Noble & Co Ltd. 

N ye H. J. Harwood, F.c.w.a., cost accountant of the 


Manchester Ship Canal Co, has retired after fifty 
years’ service. His assistant for some years, Mr P. 
Lawson, A.C.W.A., has succeeded him. 


Committee on Coal Distribution Costs 


Sir Thomas Robson, M.B.E., M.A. F.C.A., a past 
President of The Institute of Chartered Accountants 
in England and Wales and a senior partner of Messrs 
Price Waterhouse & Co, has been appointed chairman 
of a committee set up by the Minister of Fuel and 
Power to inquire into the cost of distributing coal. 
The full terms of reference of the committee are: 
“To ascertain what are the various items which make 
up the difference between the prices received by producers 
of coal, coke and manufactured fuels in Great Britain 
and those paid by inland consumers; to investigate the 
merchants’ distribution costs and profit margins in 
respect of these supplies and to make recommendations.’ 
Other members of the committee are Mr C. T. 
Brunner, Professor A. D. Campbell, Mrs F. H. 
Cantwell, Sir Graham Larmor and Mr W. J. P. 


_Webber. The same committee is being appointed by 


the Minister of Commerce, Northern Ireland, to carry 
out a similar inquiry in respect of Northern Ireland. 


The Institute of Chartered Accountants 
in Ireland 


’ New MEMBER OF THE COUNCIL 


Mr J. F. Dempsey, B.cOMM., A.C.A., general manager 
of Aer Lingus, has been co- -opted to the Council of 
The Institute of Chartered Accountants in Ireland. 
This is the first time in the history of the Irish 
Insitute that a member who is not a Fellow has been 
elected to the Council. 
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Obituary 
LUKE VERNON BAIRSTOW, ASA A. 


We have learnt with regret of the death, at the age of 
62, of Mr Luke Vernon Bairstow, A8 A A, a partner 
in the firm of Lithgow, Nelson & Co, Incorporated 
Accountants, of Liverpool. Mr Bairstow joined the 
firm in rọrọ and became a partner in 1945. He was 
admitted an Associate of the Society in 1925. 

Throughout his life he took a very active interest 
in the work of the Church and was chairman of the 
Liverpool District of the Lancashire Congregational 
Union. He had been. secretary. of the Merseyside 
Congregational Council for the past nine years, while 
for very many years he had served as a deacon at 
Stanley and Wavertree Congregational Churches suc- 
cessively. He was treasurer at Wavertree Church at 
the time of his death. 


In Parliament. 
CURRENCY AREAS 


Mr RUSSELL asked the Chancellor of the Exchequer if 
he will publish in 4he Offical Report up-to-date 
lists of countries in the sterling area excluding the 
British Commonwealth, in the dollar area, in the 
Organization for European Economic Co-operation, 
and of those in any other currency groupings respec- 
tively. 

_ MRH. MACMILLAN: Yes. 


Following are the lists: 
I. STERLING AREA, Outside the British ET 
the following territories form part of the sterling area 
_ viz. are scheduled territories as defined in Section 1 (3), 
(b) of the Exchange Control Act, 1947: 
The British Tocai States on the Persian Gulf, 

. Burma, the Hashemite Kingdom of the Jordan, 

Iceland, Iraq, the Irish Republic and the United 

Kingdom of Libya. 

2. The DoLLAR ARFA as defined in the Exchange Cons 
trol (Payments). Order, 1954 ot: 1954, No. 325), 
consists of: 

(a) Canada and 
b) The American Account Area, viz.: the United 
States of America and any territory under the 
sovereignty of the United States of America, 
Pacifc Islands formerly under Japanese adminis- 
tration but now under United States adminis- 
tration, the Philippine Islands, Bolivia, Colombia, 
‘ Costa Rica, Cuba, the. Dominican Republic, 
Ecuador, Cheeni Haiti, Republic of Hon- 
duras, Liberia, Mexico, ‘Nicaragua, Panama, El 
' Salvador and Venezuela. - 
3. The TRANSFERABLE ACCOUNT AREA consists of: 
(a) MEMBER COUNTRIES of the ORGANIZATION FOR 
_ EUROPEAN Economic CO-OPERATION (O.E.E.C.) outside 
the ise eres 
i (i) ISCAN’ countries, viz. Denmark, Norway 
` and Sweden. ` 
(ii) Other O.E.E.C. countries outside the sterling 
area, viz. Austria, Belgium, France, Greece, Italy, 
Luxembourg, the -Netherlands, Portugal, Switzer- 
_ land, Turkey and Western Germany. 
(Notes: The United Kingdom, teland and the 
Irish Republic are O.E.E.C. countries inside’ the 
‘sterling area.) 
and (b) all other countries which are neither if 
the sterling area nor the dollar area. 


_ Hansard, March 7th, 1956. Written. Answers. Col. 204. 
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SURTAX: DEPUTATION. ` 


Mr Emrys Hucues asked the Chancellor of the 
Exchequer what representations were recently made 
to him by a deputation from the Institute of Directors 
on the question of the high rate of surtax; and the 
nature of his reply. 

Mr H Brooks: On surtax, the deputation sug- 
gested that the rates on earned incomes between 
£2,000 and £5,000 should be halved and the rates 
on earned incomes over £5,000 should be reduced 
by a quarter. My right hon. friend promised to con- 
sider their representations on this and other matters. 


Hansard, March 8th, 1956. Oral Answers. Col. 2323. 


~ Income: Tax: SMALL- PENSIONS 


Dr KincG asked the Chancellor of the Ee to 
give an estimate of the cost to the Treasury of abolish- 
ing income tax.on all incomes derived from pensions 
of any kind and of not more than £300 a year... 

Mr H. Brooke: The cost of relieving from tax all 
pensions payable to persons whose total income from 
all sources, including such pensions, does not exceed 
£300 per annum would be about £2.million. . 


Hansard, March 8th, 1956. Oral Answers. Cols. 2323-4. 


Tax Law: ADVERTISING EXPENDITURE 


Mr G. JEGER asked the Chancellor of the Exchequer 


whether he is aware of the effect of advertising in 
stimulating spending; and whether he will discourage 
extensive advertising by refusing to allow SES 
on advertising to count for tax purposes.. 

The Financial Secretary to the Treasury (Mik 
Henry Brooke): My right hon, Friend does not 
see his way to propose, as regards this particular kind 
of business expenditure, any amendment of thé 
general rule of tax law allowing the deduction of 
expenditure that is wholly and exclusively zie out for 
the purposes of (he trade. 

Hansard,.March 8th, 1956. Oral Answers. Col.. agat, 


‘The Association of Certified 
and Corporate Accountants : 
l LONDON AND DISTRICT SOCIETY Ea 
The London and District Society of The Association 
of Certified and Corporate Accountants held their 
annual dinner ‘and dance at The Mayfasr Hotel, 
London, on March. gth. 


Mr C. A. Sparks, F.A.C.C.A., A.T.LI., President of 


the Society, presided and, together with Mrs Sparks, 


received the 230 members and guests, among whom 


were: 

Mr A. C. S. Meynell, F.a.cic.a., Vice-President of the 
Association, and Mrs Meynell; Mr R. P. Matthews, J.P., 
B.COM., F.C.A., Chairman, London and District Soctety d 
Chartered Accountants, and Mrs Matthews; Mr J. A. 
Allen, F.S.A.A., Chairman, Incorporated Accountants’ London 
and District Society, and Mrs Allen: Mr J. L. Hilton, 
F.c.W.A., President, London Branch, Institute of Cost and 
Works Accountants, and Mrs Hilton; Mr J. Cowen, Assistant 
Secretary, Board of Trade, and Mrs Cowen; Mr J. M. 
Clarke, Senior Official Receiver, Companies’ Winding-up, 

and Mrs Clarke; Mr V. E. Richardson, F.A.C.C.A. aero 
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South Eastern District Society of the Association, and Mrs 
Richardson. 

The toast of “The Guests’ was proposed ‘by the 
President, and replied to by Mr J. Cowen. At the 
conclusion of the dinner dancing continued until 
midnight. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 
T uesday, 5.30 p.m., at the Chartered Insurance Hall: A 
-mock arbitration. ` ` 
Wednesday, 6.30 p.m., at the London Wall ee 
Dinner debate on short motions to be selected at the 
- meeting. . 
Friday, at Chelmsford: Visit to the Britvic factory. 
5.I5 pm.: ; Introductory course lectures, by Mr A. C. 
. Staples, on (1) ‘Bankruptcy, a and E at : 
-,and (2) “The law on sale of goods’. - 


Chartered Accountants Get Society 
of North Lincolnshire ` ` 
The fourth annual meeting of the Chartered Account- 
ants Students’ Society of North Lincolnshire -was 


held. in Grimsby..on March rer, with Mr A. A. 


Beardsall, F.c.a., President of the Society, in the 
chair. 

The See of the committee for the year ended 
December 318t, 1955, which was presented, shows 
that membership of the Society now numbers 34; 
this is a decrease of 3 members comparsa with the 
previous year. 

During 1955, nine meetings were held in conjunc- 


tion with the students’ sections of the Hull and. 


District Society of Incorporated Accountants and the 
Hull and District Society of Certified and Corporate 
Accountants;..these were well attended. A social 
evening was held at The King’s Head, Tilby, in 
September, and.proved a successful and enjoyable 


occasion; the Society hopes to make this function a 


regular feature of future programmes. 


The following « officers have been elected for the 


ensuing year: ` 

President: Mr A. A. Beardsall, F.C.A, 

Vice-Presidents: Messra G. CR Smith, F.c.a., L. S. 
Wrightson, ACA, M. G. Bain, F.C.A. 

Hon. Secretary : Mr P. J. Smith, c/o Messrs Forrester, 
Boyd & Co. 26 South St Mary’s Gate, Grimsby. ` 

Hon. Treasurer: Mr D. J. Burman. l 

Hon. Auditor: Mr J. Fawcett, F.C.A. 

Members of the Committee: Messrs G. B. Standaloft, 
N. Chatburn, J. B. Mathews, T. C. Moss, J. B. 
Gladwin. 


The Accountants’ Christian Fellowship | 


‘The Bible behind the Iron Curtain’ is the title of 
a talk which will be given by Pastor A. E. Pokorny, 
a former youth leader in Germany, at 6 p.m. on Thurs- 


day, March 22nd, in the Oak Hall of The Institute of © 


Chartered Accountants in’ England and Wales, 
Moorgate Place, EC2. All who are interested will 
be very welcome. - s 
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-PH.D., F.I.A., GES 


"stitute? ‘£246 178 5 


. minutes, -i.e. 94 minutes. The odds are-6: 
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New Zealand Society of Accountants 


_ YEAR BOOK 1955 

We Seccived recently a copy of the 1955 Year Book 
of the New Zealand Society of Accountants and. we 
were interested to note that membership of the 
Society numbered 5,776 at November j3oth, 1954. 
Of this number, 1,622 ate shown as public account- 
ants (accountants in practice) and 4,154 as registered 
accountants (accountants not in practice). Fellows 
in each group have their own designation of 
F.P.A.N.Z. or FRANZ as do Associates who 
have, of. course, the initial letter ‘A’ instead of ‘P’. 

The Year Book contains alphabetical and topo- 
graphical lists of members and also includes the 
names of members of the Council, details of local 


-branches and the full report of the Council for the 


year ended November 3oth, 1954. 


: Institute. of Actuaries 

An ordinary general’ meeting of the Institute of 
Actuaries will be held in Staple Inn Hall, on March 
26th, at 5 p.m., when a paper bg Messrs B. Benjamin, 
P. R. Cox, FLA, F.S.S., and 
F. A. A. Menzler, CBE, B.SC., PIA, F.3.S., entitled 
‘Modern -population trends and problems’ will be 
submitted. 


Appointment of Assistant Official Receiver 


The. Board of Trade announce that Mr Thomas 
Arthur Tuck, as from March sth, 1956, has been 
appointed an , Assistant- Official Receiver for the 
Bankruptcy District of the County Courts of Bristol, 
Bath, Bridgwater, Cheltenham, Frome, Gloucester, 
Swindon and Wells, and also for the. Bankruptcy 
District of the County Courts of Exeter, Barnstaple, 


l Taunton and ‘Torquay. 


Our Weekly Problem 

No. 111: AGE.AND TAX . 
Mr L. U. Sidate was discussing with Miss Reserve 
her income tax return. 


Mi see you have had some temporary earnings,’ he ob- 
served. ‘I took a job for six months — 25 weeks, actually,’ 
said Miss Reserve. “The Ministry laid down the weekly 


- rate for a temporary assistant as her age multiplied by one 
pany per year for each year of her.life.’ 


Did you get paid for the whole twenty-five weeks?’ 
‘Yes,’ said Miss Reserve, ‘but I was allowed to employ a 
substitute on the same basis, which I did for four weeks.’ 

‘How much did you receive after paying your sub- 
A replied Miss Reserve. 


| What was Miss Reserve's age? | 
The answer will be published next week. 


ANSWER To No. 110; THe WEEKLY WIND 


One or other of the holes is covered for 4 minutes during 
ten hours, i.e. 40 minutes. 

- Between 4 and 5 o’clock the hour hand covers a hole for 
24 minutes and the minute hand for 4. minutes, total 28 
minutes, but from 4.36 to 4.37 each hand is covering a 
Role, leaving 27 minutes. Similarly, between 7 and 8 o'clock 

each hand covers a hole between 7.23 and 7.24. Out of 
ck 27 5 27 
NOt. "a 


geg 720 minutes the holes are covered for 


306 THE ACCOUNTANT 


SEVENTY-FIVE YEARS AGO 
From Ue Accountant or MARCH 19TH, 1881 
Extract from a letter to the Editor entitled 


“CHARTERED ACCOUNTANTS.” 


Si,—In the correspondence which has appeared 
in The Accountant, it seems to be taken for granted 
that there is, in Scotland, a Corporation of “Chartered 
Accountants.” Such is not the case. 

Certain accountants, resident in Edinburgh, in” 
the year 1854, obtained incorporation under the 
name of ““The Society of Accountants in Edinburgh,” 
but neither in the Charter nor in the bye-laws of 
the Society is there any power or authority given to 
the Society or to its members to call themselves, 
“Chartered Accountants.” 

In like manner, when in 1857 some of the account- 
ants in Glasgow; and some years later a few of the 
accountants in Aberdeen, obtained charters of 
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incorporation; they, notwithstanding the prior use 
of the name by members of the Edinburgh Society, 
called APRE R “Chartered Accountants,” but 
this was likewise without the sanction ‘of any authority 
under their Charters. If simple membership in 
any merely local society incorporated by Royal 
Charter entitles members of such societies to call 
themselves “Chartered Accountants,” it appears to 
be a question whether or not such designation is only 
applicable to the particular place where the society 
exists; yet the members of these local societies do not 
hesitate to call themselves Chartered Accountants 

hout the whole kingdom; and perhaps there 
is NO in their doing so. 

The name ‘Chartered Accountant” has been 
expressly conferred on the members of the Institute 
in England and Wales, and it would therefore appear, 
speaking strictly, that the members of that Institute 
are, above all others; entitled to designate themselves 
Chartered EE j 


- THE ASSOCIATION OF 
CERTIF IED AND CORPORATE ACCOUNTANTS 


Results of Examinations held i in December 1955 
FINAL EXAMINATION 


SECTION I 


First Place and Prixe: Haigh, R. E., Halifex. 


Third Placa: Cave, M. F., London. 


Second Place: Ash, W. J., Topsham. , 


ee T. W., Waltham Abbey. 

W. W., Fairwater, Cardiff. 
G. W. SH Bristol. 

Barber E ., Hounslow. 


Barns] 

pacer. t Huddersfield. 

atts Birmingham. 

Beamish, L. S., London. 

Beavington, R. B., Bristol. 

Bell, F. M., West "Hartlepool. 
ingham, Mr. at London. 


Blackwell, V „ London 
Blakey, A. 

Boone, R. W. S., London. 
Bowler, R. , London. 

Boyle, ri a , Glasgow 

Bradford, D. E., London. 
Braasington, W. K. A., London. 
Brennan, V. K., London. 


Brewer, R. I., Bristol. 
Bristow, N N. S., Rochester. 
Broadhead, R.. Stockbridge. 
Brookes, K. eer 


Brown, C. A . Manchester. 


Brown, H n upon Thames. 
Bull, D BW Guilder, s 


Carpenter, D., West Bromwich. 


(in alphabetical order) 


Casey, I. C, 


Chapman, LA E., West Hove. 
Charnock, O. J. Sale Moor. 
Cheetham, Kn Rochdale. 
Clarke, D.M Maidstone. 
Ciements, R. D. Bristol. 
Coa C. a ‘London. 
Coope, G , Blackpool. 
Corcoran, B M., Dundrum. 
Cornelius, R., Swansea. 
Couzens, J. EA e e : 
Cownden, F. W. J., Brentford. 
Cregan, P. B, Dublin. 

Crone, E., Carlisle. 

Cross, R. A. Reading. 

Curtis, B., Stafford. 

Curzon, J., Killamarsh. 


Darbyshire, E., Chesterfield, 
Davies, M. Crewe. 
De Carle, D, H., 


Emens, J. W., Gateshead. 
Etwell, P. A., Sanderstead. ° 


. France, M. D., 


Fourth Place: Goss, B. de Swansea. 


Evana, R., Edinburgh. 
Evis, L. C., London. 


Falconer, L. W., Stirling. ‘ 
Fearnley, A. E., "Newton le Willows. 
Flach, }. L., London. 

Fletcher, N., Bolton. 

Foskett, K. J., London. 

Harrogate, 

Francis, A. A., Derby. 

Fryett, A. F. , Cambridge. 


Gabriel, W. T, G., Crawley. 

Gange, D. S., Bri istol. 

Garrett, K. J., Pen ; 

Garvin, P., Sheffield. - 
Geen, P. T., Ferndale, Rhondda. 

A E È. High Wycombe. 


Gill, D >» London, 
Cea R West Chirton, 

Ha J., Glasgow. 
Haigh, K, Huddersfield. 
Haines, B. T., Evesham, 
Hall, L. Potters Bar. 
Hardaker, E, Shipley. 
Hardie, W Ge, E 
Hart, ‘J. M Se 
Hasloch, J. ’ Surbiton, 
Hayden, Ww. S., Haverfordwest. 
Heald, A irming 


ds. 

TESEN Newcastle under Lyme. 

erbert, B. R., Chilworth. 
Hollowdey JH, H., London. 

Howell, A. London. 

Hubbard, E. W., Worthing. 
TE R. J., Lancaster. 
Hyde, S., Luton. 
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Hyman, D S., London. 
Ighodalo, J. A., London. 


Jago, M., Falmouth. 

James, P., Shoreham-by-Sea. 

Jay, K E., NA TEA 
otting 

H P., F., Harold Wood. 

„, New Malden, 


ones, J. L., Llanishen, Cardiff. 
ordan, F., Brighton. 


, Scarborough. 
Kent, B. E. Littlehampton. 
Kilvin n, K. W., Ware. 
King, Cy, Loughton. 
Kirby, R., Birmingham. 


Langley, F. P., Sheffield. 


Langridge, J. W. G., Okehampton. 
Lavelle, R. F., Liverpool. 
ck F "Morden: . 


ER 
Lavis, Ky Ely, Cardiff. 
Lawler, KT, Dublin. 


Lawrence I PA 
nnox, ACH. ” Gi 
Letts, TD. Linco 


P. J: H., Callington. 
Looker, S, R., Harwich. 
Loughlin, D. L., Great Yarmouth. 
Lynn, A. A., Hockley ey. 


McDonagh, T. J., London, 
McKey, B. A., Dublin. 


MacKay, P. D., Hford. 
MacKenzie, D. Bromley. 
MacMillan, Penicuik. 
MacNamara, À. F., Limerick. 
Ma re: J. P., Belfast. 


Malcolm, A. B.. EE 


Manwaring, G 
J. Ge 
Marriott, W. H., GEES 
Martin, F. W., Bristol. 
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Mayes, A. D., Moulton. 

Mercer, H., St Leonards-an-Sea. 
Michaels, S., London. 

Mills, A., Bedford. 

Morris, A. F., Leicester. 

Moss, C. G., Streetly. 


Naylor, P. J., Swansea. 

Neville, K. H., Ashton-under-Lyne. 
Newell, J. W., Carrickfergus. 
Nunn, D. J., Southsea. 

Nuttall, R. R., London. 


Oaten, J. H. F., Southampton. 
O’Brien, W. P., Manchester. 
Ocansey, C., Brighton. 
O'Connor, J. L; ublin. 
Oliver, D. E. . Sandersteed. 


Parkes, W. F., Nottingham, 
Parnaby, T. W., Bili 
Paon. S. P., Mansfield. 
Phillipa, Mra N. M., Crawley. 
Poole, R. W., Penmaenmawr. 
Potter, A K., Leicester. 


Ramsey, C. B., Chelmsford, 

Reed, A. R., Chelmsford. 

Roda S SS N Sec id. 
odgers uddersfie 
Ronan, M. C., Dublin 

Rose, D. J., Boca 

Rose, S., Stocksfiel 

Rushton, 1 H. O., Tettenhall.” 

Russell, D , London. 

Russell, G. C, Romford. 

Ryde, J iLa Cro ydon. 


Saunders, P. J., 
Selby, W. H. M., Hayer Valley. 
Shap, J. A r N., London. 
arp, J. arrogate. 
Se rth eg GI 
uttlewo amorgan, 
Sidney, J., Sunderland. 
Silvester, S., Cinderford. 
Simmons, R., Stockton-on-Tees. 
Sirma, T. A., Kettering. 


426 Candidates failed. 


FINAL EXAMINATION 


SECTION II 


Second Place: Bent, G., Leigh. 
Third Place: Smith, G., Walsall. 
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Sly, B. R., Cosham. 
Spence, C. W. , Glasgow. 


Statham, H. J., Burton-on-Trent, 
Strawbridge, M. J., Honiton. 
Street, D. A. C., Honiton. 

Sykes, G., Ruislip. 


Tate, J. Ge Llandudno. 


Taylor, D Sp Birmingharn. 
Taylor, eg Ge oe 


Telfer, J.T . 
Telfer, J. T 

ht, “Oe P» ER 
Tha RC am. 


Thorne, G. SCH Se 

Thornton, B. P., Kendal, . 
Threlfall, W. E., Blackburn. 
Timson, W., Keston. 

Trueman, L. F., Walton-on-Thames. 
Turton, V. R., Birmingham. 


Underwood, R. J., Croesyceiliog, Cwmbran. 
Vassallo, G. S. R., London. 


Veazey, J. V., London. 
Veit, Miss S. f., London. 


Vickery, R. A., Sutton-at-Hone. 


Wales, F. C., Blackburn. 
Waltham, C. Ba Spalding. 


Wilson, D. Be Baldock. 


Wood, K, Newcastle upon Tyne, 
Wood, W Petts: Wood. 
Woolley, D. NW. West Croydon. 
Wright, A. D., Bristol. 

Wysoki, J. M. E. London, 


Yewdall, S., Bradford. 
Young, J. R., Glasgow. 


First Place and Prize: French, S. W., Wallington, 


Fourth Place: Emery, M., March; Hagenbuch, B., Warlingham; Hayles, J. M., Wirral. 


Austen, D. J., Hitchin. 


Bacon, P. J., Nottingham. 
Baker, F., Wolverbampton. 
Ball, G. É., London. 

Ball, G. M., Hampton Hill. 


(in alphabetical order) 


Beilby, D., Harrogate. 

Black, C., Sheffield. 

Blanch e, S; Herne Bay. 
Bond, D. F., Romford. 
Bosley, R. ie Sketty, Swansea. 
Bradford, F., Coven 
Bratchell, D E Lon on. 


, Spalding. 
Brookabank, 7 

Brown, D. H., Bristol 
Brown, G. T., ' Tiverton. 


Buck, G. J., London. 


JOHN FOORD & Ze 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victorla 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





Stamford. 


Crawford, T. S., Limsfield. 
Creed, E., Princes Risborough. 


Dalton, R. K., Kirk-Ella, 
Daly, E., KSC 
ham. 


Davis, 

De Sie TM , London. 
Donald, J M., Swansea. g 
Donn, Re London. 

Dudley, D. Q., Sligo. 


Durrant, L. Ze Epsom. 


Earle, E. J., Whitton. 
Edis, A. H., Wolverhampton. 
jobi, A. A. A., London, 


Fay, L. F., E 
Feekery, B K., Welling, 
Fenton, §., Enfield. 


ae Sidon. 
Forster, A, ” Chester-le-Street.. 
Fowler, E Oldham. Ps 


Gallagher, K. Templeogue. 
Gant, G. F., London 
Gartland, M. J., Brockworth Hostel. 
„a Horsham: 


Go 

Green, KR., ; 

Greene, E. P., Drogheda. 

Hall, A. N., Landon: . 

Hall, SE Ka 
Beigi hton 


Hughes, T., Watford. 


Candidates; 
Passed with Honours 
_ Passed ` 
- “Failed ,. 


Total sat 


Mitchell, W. A., Grangemouth. 
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Hutchinson, J. H., London: 


E , London, 
I E W., Southampton. 
Irvine, T., Dunbar. 


‘Jeff, G. W., Manchester. 


R., Clacton-on-Sea. 
KE H. mford. 

ones, G. H. E -Nelson, Treharris. 
Es G. L., Dublin. 

ones, J. R, "Boston. 


. Stevens, P 


ky, S. M., London 

Kay, E. D., Sheffield. 
Kelly, D. O., Plymouth. 
Kelly, K. J., Goodwick. 
Kemp, D. T., Eastbourne 
Kesel, H. M., London. 
Kirkman, P. R. A., Nottingham, 
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HIGHER FEES SUGGESTED 


HE suggestion of the PRESIDENT OF THe. INSTITUTE Op 

CHARTERED ACCOUNTANTS IN ENGLAND AND WALES, con- 

tained in a speech reported on another page, that professional 
fees should be revised upwards is timely, and his further suggestion 
that the convention of payments on account should be introduced 
will be welcomed as most appropriate by the many accountants 
who find that more and more working capital is now being 
required to run their practices. 

There are many good reasons why the accountant in practice 
should be promptly and adequately rewarded for the services he 
gives to his clients and to the community, but mention of two only 
should be sufficient to demonstrate the justice of the PRESIDENT’S 
suggestions. The first is that in order to achieve his present status 
of authority and trust, each practitioner had to undergo: an 
arduous and expensive training which most certainly did not 
finish when he qualified. His position is analogous to that of 
Whistler who, when asked if he thought that he was justified in 
demanding {200 for a picture which had taken him only a day and 
a half tò paint, replied with dignity that the price represented not 


a few hours’ work but the experience of a lifetime. The second 


reason is that the practising accountant, as a self-employed person, 
is expected to provide for his old age and for his dependents largely 
out of taxed income. Thus, for the two reasons are complementary, 
the net profits of his short heyday must be sufficiently high not 
only to recoup himself for the lean years. when he was accumu- 
lating little except experience, but also to enable him to enjoy the 


years of retirement which lie ahead. Because of rising costs and 


high taxation, this, in a great many instances, is at present an 
economic impossibility. 
We consider that a claim by the practising accountant for 


higher fees is incontrovertible not only on personal grounds but 
< because of the paramount necessity for maintaining the standards 


of the professional ‘classes’ to which he belongs. Without their 
individuality and independence of thought, our civilization would 
undoubtedly decline into mediocrity. It is a characteristic of the 


. professional man that he can differentiate between rights and 


responsibilities and knows which should be put first. This sense 


of discrimination has often made him reluctant in the past 


to try and better his own material position when it is his con- 


.viction that restraint is essential to communal survival. There is 


a time, however, as Charles Kingsley said, when reticence becomes 
a crime and, as the accountant is likely to play a considerable part 
in restoring the country’s economic balance, it is but logical that 
he should be rémunerated reasonably and in good time for his 
labours. , ) l 
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THE SCOTTISH INSTITUTE’S YEAR 


NE of the first signs of spring each year in 
the formal accountancy garden is the 


early appearance of the pale blue nar- 


ratio Caledonia. If we were to continue the 
botanical metaphor, we might say that this is 
derived froma hardy northern perennial of 
vigorous growth, shoots of which transplant 
well and flourish in all parts of the world. We 
are, however, a sober professional journal and not 
a nursery catalogue so, instead, we ‘shall say 
sedately, before becoming further involved, that 
we refer to the 1955 report of the Council of 
The 
Scotland which is. now to hand, and which 
chronicles yet another full year of endeavour, and 
accomplishment. The membership of the Institute 
has. increased during. the year from 5,657 to 
5,873 and there is-a steady influx of apprentices. 
During the twelve months ended December 31st, 
1955, 315.indentures were registered. ‘The total 
number of indentures current at that date was 
1,923. | 

: The Institute’s income and expenditure ac- 
count for 1955 showed a satisfactory surplus of 


£4,750 as compared with £1,044 for the previous _. 


year. After allowing for further expenses in- 
curred in connection with the centenary cele- 
brations, the net accretion to the accumulated 
surplus at the end of the year was £2,352, making 
the aggregate carried forward £144,452. It is 
indicative of the times.that the market value of 
the Institute’s investments — details of which are 
given this year in a schedule to the accounts — is 
nearly £7,000 less than the cost price of £46,967. 
: The results of the 1955 examinations disclosed 
a reduction in the percentage. passes in the 


Intermediate examination as. compared with | 


1954 and an increase in the Final examination. 
Of the candidates who sat the first division of the 
Intermediate examination, only 52 per cent passed 
as against 62 per cent in 1954. The corresponding 
figures for the second: division of the same 
examination were.66 per cent and 68 per cent. 


first division in 1955 which was o per cent more 
than the previous year and 38 per cent were 
successful in the second Ge an EE 
of 2 per cent. ° 


=~ 


Although the attendance at 2 Institute’s 


-Institute’ of. Chartered Accountants of ` 


third summer school at St Andrews in June 
1955 was smaller than on either of the two 


' previous occasions, the quality of the discussions 


was in no way diminished. The 1956 school will 
be held at St Andrews from September 21st to 
26th, a time of the year which appears to be more 
suitable to members generally than midsummer. 

It is pleasing to note that the membership of 
The Scottish Chartered Accountants’ Benevolent 
Association, which does excellent, if unobtrusive, 


work "mm alleviating distress among widows and 


dependants of former members of the Institute, 
has risen during 1955 from go4 to 1,010. Grants 
totalling {1,718 were made to beneficiaries during 
the year. The Council reports, also, that the 


Institute group of the Scottish Nuffield Provident 


Society. now contains some 1,400 members. The 
special committee on retirement benefits which 
was set up by the Council in June 1953 has 
continued to meet but considers that, until 
such time as the Government introduces some 
relevant form of taxation relief, it is not practicable 
to make any arrangements which would benefit 
self-employed members. 

The special committee which the Council 
appointed five years ago to consider the Insti- 
tute’s rules and bye-laws has not yet produced a 
revised. version of the constitution for the 
consideration of members. Its task has been made 
more complicated because another special com- 
mittee, formed in 1953, to inquire into the 
training and examination of apprentices, is about 
to issue its report and, if the recommendations 
contained in this document are adopted by the 
members of the Institute, then -further changes 
in the. rules would be necessary. The rules 
committee hope, however, to submit compre- 
hensive proposals to the Council in the near 


futire. The.report of the committee which has 
been investigating the lot of the apprentice has 


been eagerly awaited by the profession in 
Scotland. We hope to make extensive reference to 


_its contents in a leading article next week. 
In the Final examination, 65 per cent passed the ` 


In matters which are the joint concern-of the 
professional accountancy bodies in this country 
and in’ the important duty. of strengthening 
relations with overseas professional bodies, the 
Scottish Institute in 1955 appears to have 
played a worthy part. 
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EXPENSES AND SCHEDULE E- 
© ` | THÉ DIRECTOR'S WIFE ` 


abroad to study methods of similar businesses 

and takes his wife (also a director), to what 
extent is the expenditure deductible under 
Rule 7 of the Ninth Schedule to the Income Tax 
Act, 1952- the old Rule 9 of Schedule E? This 
topic was considered by ROXBURGH, J., last week 
in Maclean v. Trembath SH Times, March 16th 
and 17th, 1956). . 

Mr and Mrs TREMBATH were the sole directors 
and shareholders of a company dealing in re- 
frigerating equipment in. South London and 
Surrey. In 1952 Mr TRrempatH decided to visit 
Australia with his wife, his motive being, as found 
by the. Special Commissioners, to gain experience 
of the methods of distribution and refrigeration 
there. The return voyage by sea took eight weeks, 
and another eleven weeks were spent in Australia. 
They stayed most of the time with relatives and 
friends and Mr TREMBATH visited refrigerator 
installations and had discussions with people in 
the trade about distribution. His wife accom- 
panied him on some of these occasions. ` 

In connection with the trip the company dis- 
bursed £1,220; made up as to £730 by the sea 
passage; as to {200 by air tickets; and as to {50 
in hotel accommodation. Details were not given 
as to how the remaining {240 was made up. It 
was common ground that the {1,220 constituted 
emoluments of Mr TREMBATH’S office as director, 
as a result of Section 161. of the Income Tax Act, 
1952. He claimed that the whole sum had been 
expended in such a way as to be deductible for 
Schedule E purposes. | 

On appeal, the Special Commissioners allowed 
£980, i.e. the £1,220 less the £240 for which 
details were lacking. On a case stated to the High 
Court, the Crown’ contended that there was no 
evidence on which the Special Commissioners 
could properly arrive at this decision. Rule 7 of 
the Ninth Schedule to the Income Tax Act, 1952, 
required the money to be expended ‘wholly, 
exclusively and necessarily in the performance of 
the duties’ of the office. Those words had to be 
construed objectively in relation to the particular 
office, 1.e. it had to be shown that thé office itself 
was such as to require the expenditure. 


I: -the controlling director of a company goes 


At this. point his lordship said he had grave 
doubts as to how far.the money was expended 
exclusively for the purposes of the company, but 
he did not think that,.as-a matter of law, and in 
view of the Special Commissioners’ findings, he 
could give effect to those grave doubts. . ` 

The Crown submitted that the whole of the 
evidence in the stated: case showed that the tax- 
payer went to Australia to acquire personal equip- 
ment by obtaining experience. -His directorship 
required that he should have this equipment for 
the proper performance of his duties, but it 
remained personal. Expenditure incurred by the 
holder of an office which was directed to the 
personal aptitudes of the person SE was not 
a deductible expense. 

Dealing with the wife, Counsel for the Sows 
said there was not a shred of evidence to support 
the Special Commissioners’ finding that the 
expenses were deductible in her case. His 
lordship here observed that it would be better 
if the Crown were inclined to pay more attention 
to wives who were not genuine business women 
and less to husbands who were genuine business 
men. He would hear counsel for the taxpayer 
on the question of the wife’s expenses only. 
When the latter pointed out that the taxpayer 
had decided that his wife should go to Australia, 
his lordship asked what right the taxpayer had 
to do that, what evidence was there to show ` 
that this was in the scope of his duties. 

Counsel submitted that the taxpayer had such 
authority as managing. director. The stated 
case showed that his wife was a director of the 
company; during the year of assessment in 
question she did not attend at the company’s 
offices and any documents which required her 
signature were dealt with by her at home. She 
was of assistance to her husband in forming ideas 
as to ways in which the company’s products 
could be used. She was a good conversationalist 
and he was not. She had accompanied him to an 
abattoir in Australia. 

Counsel for the taxpayer was given leave to 
make a submission which was not made to the 
Special Commissioners. This was that in buying 
the travel tickets for the directors the company 
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had acquired assets which remained its own 
property. Accordingly, by virtue of Section 162 (1) 
of the Income Tax Act, 1952, the cost of acquir- 
ing those assets ought not to be taken into 
account for the purpose of Section 161. Had that 
argument succeeded, the cost of the travel tickets 
would not have constituted an emolument of the 
taxpayer and it would not have been necessary to 
claim that the money was deductible under 
Rule 7. However, the argument was rejected. 

Giving judgment, ROXBURGH, J., said one-half 
of the expenditure was to be regarded as on behalf 
of each spouse. If the Special Commissioners’ 
findings stood, Rule 7 had been complied with 
as far as the husband’s share was concerned. 
The Crown had not contended that the visit 
was wholly or even partly for the purpose of 
visiting relatives or even for having a holiday. 
That the taxpayer went to improve his personal 
equipment would fiave been a possible, but 
unlikely, finding. The Special Commissioners 
had seen and heard the taxpayer giving evidence 
and had made a finding of fact for which there 
was some evidence, and therefore that finding 
could not be disturbed. 

His lordship said he took a different view 
about the wife; it was a fallacy to suppose that 
if the husband’s expenses were allowable hers 
were, too. The husband’s remuneration was 
£5,000, the wife’s £480; she had never attended 
-the company’s premises at all in the year of 
assessment; she had no technical qualifications; and 
she had not attended at the appeal hearing before 
the Special Commissioners. Had she attended 
and given evidence, his lordship doubted whether 
he would have done what he was going to do. ` 


The learned judge said he did not see the 
value to the company of her being a good con- 
versationalist when she did not attend at the 
company’s premises, and in a country where the 
company was prohibited from selling goods. He 
might still have hesitated to reverse the Special 
Commissioners’ findings if there were any 
evidence as to what she was doing on behalf of 
the company in Australia. The fact that she 
visited three or four places and had some dis- 
cussions seemed to be altogether too vague. 

His lordship ‘was certain that the Special 
Commissioners’ finding, that the expenditure on 
the wife’s behalf was ‘wholly and exclusively’ 
. in the performance of the duties of her office, 
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was wrong. However, as regards travelling 
expenses, Rule 7 had nothing to say about ‘wholly 
and exclusively’; the test was whether the 
employee was ‘necessarily obliged’ to incur the 
expenditure in the performance of the duties. 
Had there been a resolution of the company 
requesting the wife to go to Australia for some 
purpose, that would have been prima facie 
genuine. But there was no direct statement that 
the company ever directed her to go at all. Nor 
was there any suggestion as to what function 
she was to perform in Australia. If the company 
bona fide sent someone to Australia it would 
inevitably have to give him some sort of direction 
what he had to do when he got there — especially 
when the company had no business connection 
there. In the result, the Crown’s appeal suc- 
ceeded as to the £490 applicable to the wife. 
The case concerned Schedule E only, but it is 
not without interest in relation to the computation 
of profit under Schedule D Although the 
general tenor of the provisions imposing Schedule 


E liability on benefits in kind indicates an 


intention to prevent such benefits from escaping 
tax where the employer has been able to deduct 
the cost of providing the benefits, this is not a 
condition of Schedule E liability. Where there is 
a categorical finding that expenses have not been 
incurred ‘wholly and exclusively’ in the per- 
formance of a director’s duties, there might, in 
some circumstances, be. grounds for saying that 
equally the money was not expended ‘wholly and 
exclusively’ for the purposes of the company’s 
trade. 

In Copeman v. Wiliam Flood & Sons Ltd 
(19 A.T.C. 521; 24 T.C. 52), a private company 
paid large sums as remuneration to two young 
directors who, with their parents, controlled the 
company. The Inspector contested the company’s 
right to deduct all these sums in arriving at its 
taxable profit. The Appeal Commissioners said 
they could not interfere with the company’s pre- 
rogative of paying such directors’ remuneration 
as it thought fit. However, the High Court held 
that sums which were admittedly directors’ 
remuneration were not necessarily laid out wholly 
and exclusively for the company’s business. A 
company spending large sums on benefits in kind 
for its controlling director and his wife might thus 
fall between two stools; the expenditure being 
disallowed for both Schedule D and Schedule E. 


March 24th, 1956 


considered that it would be a. very strange result 
if the simple contract creditors had brought 
themselves into exactly the same position as if 
they were judgment creditors entitled to interest. 
There was one judgment creditor and he was 
entitled to interest from the date of the com- 
mencement of the winding-up. That was the 
date from which he asked for interest, but in 
strictness he might have been entitled to it from 
the date of his judgment, which was some ten 
days earlier. 


Interest on Debts after Legal Proceedings 
The Courts have a discretion to award interest 
‘in any proceedings tried in any Court of record for 
_ the recovery of any debt or damages’. , 

This useful general provision is enshrined in 
Section 3 of the Law Reform (Administration of 
Justice) Act, 1934. The Court may, if it thinks 


fit, order that there shall be included in the sum `' 


for which judgment is given interest at such rate 
as it thinks fit on the whole or any part of the 
period between the date when the cause of 
action arose and the date of the judgment. 
Cannot a petition presented against a company on 


proceeding for the recovery of any debt for the 
purposes of this Act? Again the answer given in 
In re Fine Industrial Commodities Ltd was ‘No’. 

On the ground that the process in this case 
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Vaisey, J., did not hesitate.to say that he had 
rather hoped that he would have found that he 
had a discretion in the matter of awarding interest, 
and that, applying equitable principles to the 


_winding-up of the company, he would have been 


in a position to award some interest to the 
creditors whose rights were in question, who had 
stood by and allowed an action to be brought for 


‘ the benefit of the shareholders, the contributories; 


and thereby were kept out of their money for 
some time. But he said that he was unable to 
discover any case or any section of an Act which 
enabled him to hold, as a matter of equity, justice 
or fairness, that the creditors should be put in 
the same position as if they were judgment 
creditors. After all, persons who give credit 
to companies must expect, as a general rule, if 
the debtor company turns out to be solvent, 
that they will be paid the amount of their debts. 
The contributories were represented by counsel 
who was fully justified in arguing the case in 
support of what, it was held, rightfully belonged 
to them. . 

No support from earlier Chancery decisions 


can be found for awarding interest in the cir- 
the ground of insolvency be regarded as a ` 


cumstances of the recent case. The following 
passage from the judgment of Lord Justice 


Giffard in In re Humber Ironworks and Ship- 


was not a proceeding for the recovery of any debt . 


or damages, whether one regarded the winding-up 
proceedings as a whole or whether one took it as a 
step in the winding-up proceedings, Vaisey, J., 
did not think it could be brought within the 
words “proceedings for the recovery of any debt’. 
This reforming Act declared that certain sections 
of the Civil Procedure Act, 1833, should cease to 
have effect. Those sections are Sections 28 and 29 
of that Act. In the note which appears in 
Halsbury’s Statutes (Volume 18, 2nd edition, at 
page 526) it is suggested that those repealed 
sections were more limited in scope than the 
new section which replaced them, namely, 
Section 3 of the Act of 1934. The note states: 
“The Court had, however’, — that is to say, had 
under the Act of 1833 ~ ‘no general power, such as 
is conferred by the present section to award 
interest on debts and damages.’ 
Vaisey, J., considered that that note is misleading. 
He considered that the scope of Section 3 of 
the Act of 1934 is not wider but narrower than 
the replaced sections of the Act of 1833. 


No Equitable Jurisdiction to Award Interest 
After examining the statute law on the subject, 


~~ 


building Co ((1869), 4 Ch. App. 643, 647) can be 
read as negativing the idea of interest: | 

‘For these reasons I am of opinion that dividends 
ought to be paid on the debts as they stand at the 
date of the winding-up; for when the estate is 
insolvent this rule distributes the assets in the 
fairest way; and where the estate is solvent, it 
works with equal fairness, because, as soon as it is 
ascertained that there is a surplus, the creditor 
whose debt carries interest is remitted to his 
rights under his contract; and, on the other hand, a 
creditor who has not stipulated for interest does not 
_ get it. I may add another reason, that I do not see 

with what justice interest can be computed in 
favour of creditors whose debts carry interest, 
while creditors whose debts do not carry interest 
are stayed from recovering judgment, and so 
obtaining a right to interest.’ 

Much of the law of insolvency is common both 
to bankruptcy proceedings and to winding-up 
proceedings but it is a mistake to suppose that 
there is an identical code of law for private 
persons and for companies. In view of the many 
similarities it is a mistake which can easily be 
made under the pressure of adjusting and com- 
puting money claims. In re Fine Industrial 
Commodities Lid illustrates one of the most 
‘striking differences between the two branches. of 
the law of insolvency proceedings. 


316 


THE ACCOUNTANT 


March 24th, 1956 


PENSIONS AND INCOME TAX 


by PETER WHITWORTH 


coming from abroad, are assessable under 

Schedule E would probably be regarded 

as self-evident; but an examination of the law as 

now consolidated in the Income Tax Act, 1952, 

would show that the provisions dealing with this 
topic are by no means crystal clear. 

The Schedule E charging rule (Section 156) 


N STATEMENT that all pensions, not 


can be said, broadly speaking,-to divide pensions. 


into two kinds: 

(i) pensions payable by the Crown or out of 
the public revenue of the United Kingdom 
or . Northern Ireland or otherwise in 
respect of service under the Crown; 

(ii) other pensions. 

Pensions within (i) are clearly within Schedule 
E; it is the purpose of this article to examine the 
position of the other pensions. 

Paragraph 2 of Schedule E charges tax under 

that schedule on, inter alta, 


‘any . . . pension the profits or gains arising or 


accruing ‘from which would be chargeable to tax. 


under Schedule D but for the proviso to paragraph 
1 of that Schedule’. 


This is a typical example of EE EEN by refer- 
ence’, which even survives consolidation. Section 
376, which is a kind of supplementary charging 
rule on voluntary pensions, will be dealt with 
_ later in this article. | | 

Paragraph 1 of Schedule D (Section 122) 
divides the income within it into two broad 
categories — (a) and (6). The Kinds of income hit 
by sub-paragraph (a), ignoring territorial limi- 
tations, fall into two groups, viz. income from 
any kind of property whatever’ and income from 

‘any trade, profession, employment or vocation’. 
Sub-paragraph (6) charges: 

‘(6) All interest of money, annuities and other 
annual profits or gains not charged under Schedule 
A, Schedule B, Schedule C or Schedule E, and 
not specially exempted from tax.’ 


So far, paragraph 1 of Schedule D repeats 
practically word for word the corresponding 
paragraph of the Income Tax Act, 1918. Then 
there follows the .proviso referred to above, 
which is as follows: 

- ‘Provided that profits or gains arising or accruing 


to any person from an office, employment or Gen. 


sion shall not, by virtue of this paragraph, be 


chargeable to tax under this Schedule (i.e. Schedule 
D) unless they are chargeable to tax under Case V 
of this Schedule or under Chapter IV of Part VII 
of this Act.’ 


The exceptions can only affect pensions payable 
from abroad, with which we are not concerned. 


‘Property’ and ‘Possession’ 


Does a pension fall within sub-paragraph (a)? 
It can do so only if it is income from ‘property’. 
It was admitted in Bridges v. Watterson (31 A.T.C. 
455; 34 T.C. 47) that a pension from abroad was 
assessable under Case V of Schedule D, i.e. that 
it constituted income from a foreign possession. 
However, ‘possession’ has been judicially defined 
as denoting everything that a person has as a 
source of income (Colquhoun v. Brooks (2 T.C. 
490); Lord Macnaghten at page 506), including, 
of course, trades, professions and employments: 
It would seem that ‘property’ has a more restricted 
meaning. A dictum of Rowlatt, J., in Beynon o. 
Thorpe (7 ATC 190; 14 T.C. 1, at page 12) is, 
Ee as follows: . 


...@ pension to which a Seene has a right or to 
SE he has a certainty . . . is a piece of property 
and the proceeds of it are a profit or gain’, 


If this is true then there can be very little income 
which is taxable and which comes neither from 
property nor from the exercise of a trade, 
profession, employment or vocation, and accord- 
ingly the scope of sub-paragraph (b) is extremely 
limited. There is no direct decision that a 
pension is income from property. If it were to be 
decided otherwise, then the pension could not be 
hit by Schedule D unless it fell within sub-para- 
graph (6) reproduced above. In that case, 
the effect of the proviso is entirely to exclude 
a pension from Schedule D. However, before 
the pension can fall into Schedule E, it must 
be shown that but for the proviso it would be 
in Schedule D. Now it can be within Schedule 
D only if it is not within Schedule E. 

To trace the development of this inextricable 
circle it is necessary to go back to 1922. Until 
that year, the scope of Schedule E was compara- 
tively limited, since it charged tax only 


‘in respect of every public office or employment 
of profit, and in respect of every annuity, pension, 
or stipend payable by the Crown or out of the 
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public revenue of the United Kingdom other than 
annuities charged under Schedule ©. 


The Great Western Case 


For fifty years and more the Inland Revenue 
treated railway clerks as assessable under 
Schedule E in respect of their emoluments, until 
the House of Lords held in 1922 that they were 
assessable under Schedule D (Great Western 
Railway v. Bater (1 A.T.C. 104; 8 T.C. 231)). In 
the words of Lord Sumner, a railway clerk does 
not hold an office, he merely sits in one. There- 
upon swift legislative action was taken to nullify 
the decision. Section 18 (1) of the Finance Act, 
1922, provided as follows (the italics are mine): 
‘18 (1) Such profits or gains arising or accruing 
to any person from an office, employment or 
ension as are, under the Income Tax Act, 1918, 
_ chargeable to income tax under Schedule D (other 
than the profits or gains chargeable under Case V 
of Schedule D, or under Rule 7 of the miscellaneous 
rules applicable to Schedule D), shall cease 
to be chargeable under that schedule and shall be 
chargeable to tax under Schedule E....’ 


Now the Great Western case was not concerned 
with pensions. In inserting pensions, the drafts- 
men of the 1922 Act possibly overlooked the fact 
that pensions, unlike employments, might be tax- 
able under Schedule D only if they fell within 
paragraph (b) of that schedule, which paragraph 
excludes any profits chargeable under Schedule E. 
Nevertheless, the meaning of the section was clear 
enough; the difficulty arises from expressing that 
section as a proviso to Schedule D in the con- 
solidating Act. However, the Gordian knot 
(if any) would be cut by a general rule of con- 
struction which presumes that a consolidating 
Act is not intended to alter the law, and by another 
rule which modifies the meaning of words where 
they otherwise lead to a manifest contradiction 
of the apparent purpose of the Act or to some 


absurdity. In brief, pensions do fall within. 


Schedule E because Section 18 of the Finance 
Act, 1922, said so. In giving judgment in the 
Great Western case, Lord Wrenbury said no cen- 
sure could be too strong for expressing a 
taxing Act in language ‘so involved, so slovenly 
and so unintelligible’, but nevertheless the Court 
had to arrive at some meaning of the language. 


Voluntary Pensions 
A very common fallacy which was exploded 
by the House of Lords*, in 1932, was that 


1 Stedeford v. Beloe (11 A.T.C. 132; 16 T.C. 505). 


THE ACCOUNTANT 


317 


a pension paid voluntarily constituted profits 
or gains within Schedule D and, therefore, 
was assessable to tax, the actual assessment being 
under Schedule E by virtue of Section 18 of the 
Finance Act, 1922. The House affirmed the 
decision of Rowlatt, J. (applying his own decision 
in Beynon v. Thorpe), that a voluntary pension ` 
was not taxable. This decision induced another 
stop-gap section: Section 17 of the Finance Act, 
1932. Subsection (1) is as follows: 


‘17 (1) Where a person has ceased to hold any 
office or employment and any pension or annual 
payment is paid to him, or to his widow or child, 
or to any relative or dependant of his, by the person 
under whom he held the office or by whom he was 
employed, or by the successors of that person, then, 
notwithstanding that the pension or payment is 
paid voluntarily, or is capable of being discon- 
tinued; it shall be deemed to be income for the pur- 
poses of assessment of income tax and in the case of 
a pension or annual payment which is paid by or on 
behalf of a person outside the United Kingdom 

~ shall be assessed and charged by reference to the 
provisions of Rule 2 of the rules applicable to 
Case V of Schedule D, and in any other case shall 
be assessed and charged under Schedule E.’ 


On consolidation, one might have expected 
this subsection to have been merged in the charg- 
ing rule of Schedule E: instead, it reappears as 
Section 376 (1) of the 1952 Act; one hundred and 
twenty sections later. It certainly makes clear 
that whatever may be the position as to con- 
tractual pensions, voluntary pensions are assess- 
able under Schedule E. 


Pensions and Annual Payments 


But Section 376 (1) also includes an ‘annual 
payment’~no doubt as a matter of abundant 
caution. If this includes an annual payment 
which is within Case III of Schedule D, then it 
follows that covenanted payments to former 
employees cannot constitute ‘charges’ from which 
tax is deductible under Section 169 or 170. 
This would not be very serious to an employer 
who carried on a business and therefore could 
normally deduct the payments as a business 
expense; but it would work harshly against a 
private employer paying under a covenant to a 
retired domestic servant. Even now, covenanted 
payments to existing domestic servants are 
subject to deduction of standard rate tax, although 
not deductible for surtax. However, it would 
seem that the purpose and effect of Section 
376 (1) is merely to bring within Schedule E 
such annual payments as are not otherwise 
within the charge to tax. 
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ELECTRONIC DEVICES 


PRINCIPLES AND APPLICATION TO ACCOUNTANCY 
by F. CLIVE de PAULA, T.D., A.C.A., F.C.W.A. 


The Basic Accounting Operations 


IRSTLY we must study what accountancy is 
Frie to do, because it is only when we have 

done this that we can consider seriously just 
where electronic devices fit in. 
_ The basic accounting operations we carry out are, 
in fact, fairly simple. We start with input, or pick 
up, of data to be processed, either from the original 
written document or from a previous stage of the 
accounting cycle. Then we carry out sorting, by 
which we bring similar items together. Then we do a 
little arithmetic and in addition to simple adding 
and subtracting we do a certain amount of comparison 
of items to see whether they agree or disagree and to 
establish similarities or differences. 

After we have dog input, sorting and the arith- 
metic, we have output, whereby results of previous 
operations are recorded, or passed to the next opera- 
tion; which brings us to the storage of intermediate 
results required for further processing at a later date. 

In the earliest days, the eye or ear picked up in- 
formation for input; the brain did the sorting; the 
brain, aided by the ten fingers, did the arithmetic; 
the hand dealt with output; and the rock, papyrus, 
or ledger sheet stored the information for future 
reference. 


Mechanizing each Separate Step 


Gradually over the years we have mechanized these 
processes. The abacus mechanized arithmetic; the 
typewriter mechanized output and to some extent 
storage; the punched card mechanized sorting and 
also storage. That, in very simple terms, is the picture 
against which we find the arrival of electronic 
computers. 
In the vast complex of accounting for modern 
commercial operations, processes had to be broken 
down into separate stages so that different individuals 
could handle different stages, or steps. l 
Intercommunication between human beings is 
normally by the written or spoken word (hence the 
auditor who heard an account of stewardship), 
However, the spoken word has dropped out of favour 
for this purpose and thus oe relied on 
recording intermediate stages of the whole process 
in written form, so that it could be picked up again 
by-the eye of the next clerk for the next stage. 
Subsequent mechanization of accounting processes 
tended to mechanize separate steps, for example, the 
invoices, or day-book; the ledgers; the cash-books 
meeting of the London and District Society of Chartered 


Accountants on January 11th with Mr R. P. Matthews, 
B.COM., J.P., F.C.A., Chairman of the Society, presiding. 


and the payroll. Always between the different steps 
is the eye and brain of the human clerk who, for 
example, reads the figures on the invoices or day- 
book, and taps the keys of the ledger-posting machine. 

In our thinking about accounting we have tended 
to be held in the blinkers of the stages into which 
the process is at present divided — production pro- 
gressing is one thing, wages payroll is another, stock 
control and store-keeping another, and stock valua- 
tion another — we don’t look on them as all part and 
parcel of the same process, as they in fact are. 

In the past we kept day-books, and then wrote 
out invoices until someone introduced typewriter 
and carbon paper, when we abolished the day-book 
by keeping carbon copies of the invoices. Many 
people kept purchase ledgers — some still do — until 
changes of procedure showed us that it was un- 


necessary. 


The Capabilities of Computers 
Now the electronic computers have arrived, capable 
of operating at a prodigious speed with a degree of 
accuracy ee by human clerks. If we look 
back to the basic accounting operations outlined 
earlier and think of these in relation to the computer, 
we find that: 


The input of the original basic data must still be 
by human eye and brain reading the written record 
from outside sources, but data from a previous stage 
of the accounting process can be in automatic 
‘machine form’; 

The sorting can be relatively very fast — sometimes 
even instantaneous. It is not quite as fast as people 
are inclined to think but it still has a degree of speed 
that most of us are unfamiliar with; 

The arithmetic can be done prodigiously fast; 

The output can be automatic, ‘but relatively slow if 
: has to be in readable form, rather than ‘machine 

orm’; l 

Storage can be in ‘machine form’. Whereas before 
we had to store on a written document because 
another clerk had to read it, now, if the machine is 
going to read it again, we can leave the information 
in “machine form’ and the machine can get it 
extremely fast. Degrees of accessibility of the 
information and the degrees of speed with which 
the machine can get at it can vary. That is a tech- 
nical problem. 


Completely Integrated Accounting 
Processes 
The capabilities of the computer enable it, to a 
large extent, to replace the eye and brain of the 
human clerk who previously stepped in to pass data 
from one stage to the next. This enables us to en- 
visage a revolution in our ideas of processing account- 
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ing data. We can envisage accounting data entering 
the ‘stream’ and flowing straight through to all its 
ultimate destinations without coming to rest in the 
intermediate stages of written record forced on us 
hitherto by the limitations of human clerical pro- 
cesses. To achieve this, we must re-think what we 
are really trying to do in keeping accounting records. 

Above all, we must think very clearly what informa- 
tion is really needed by management to assist them 
in the day-to-day running of their business. As Sir 
Ben Lockspeiser, Secretary of the Department of 
Scientific and Industrial Research, said recently: “The 
real future of the electronic computer lies in providing 
information which is otherwise unobtainable’. That 
is asking quite a lot, but in other words we have got 
to think out whether we ought to produce information 
which hitherto we have never thought of producin 
because clerical processes were too tedious. , 

The great danger may be that we tackle the job in 
too piecemeal a fashion, that we merely try to 
“‘mechanize’ our present accounting steps and fail 
to exploit to the full the computer’s supreme ability 

to modify its own instructions in the light of 
intermediate results obtained; 

to discriminate and choose between alternative 
courses of action; 

to work at prodigious speed. 

We have got to look on the computer, as far as 
office mechanization is concerned, in precisely the 
same light as we should look at it as far as workshop 
production is concerned in the field that is commonly 
referred to as automation. At the recent British 
Institute of Management conference, Mr John 
Diebold, who is one of the leading experts on auto- 
mation in America, spoke of automation as being a 
completely new ‘philosophy’ of production, rather 
than as the additional mechanization of a process, 
for, he points out, 

‘Automation requires us to view the production 
processes as an integrated system and not as a series 
of individual steps divided according to the most 
economic distribution of human. skills — or even of 
individual machines.’ 

Exactly the same could be said of computers con- 
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trolling the processing of accounting data, which 
should be viewed as enabling us to integrate our’ 
whole accounting and recording process into one 
fast-moving whole. 


How does this affect Accountants? 


We must then try to see how this affects us as 
accountants, since it would seem that it presents an 
important field of work. 

So long as mechanization dealt with steps of the 
accounting process, a customer could safely go to 
machinery manufacturers and buy a machine, just as 
a householder buys a pre-fabricated garage or hen- 
run. But when a householder wants to build a com- 
plete house, if he is wise, he goes to an architect to 
design him one. He could go straight to a builder 
who could build him a house, but he goes to an 
architect to see that the house is properly designed 
to his own requirements. Then the architect super- 
vises the builder’s work to see that it meets the 


„design specification. Thus, the householder tries to 


wg 


ensure that he gets what he needs and not just what 
the builder happened to be building, and that the 
builder provides what has been specified. Likewise 
the builder can turn to the architect for precise 
instructions, plans, drawings, etc., of what the house- 
holder wants, which the householder might not be 
good at explaining. 

Just in the same way, professional accountants 
should be able to design these completely integrated 
computer-controlled accounting processes, so as to 
meet the precise requirements of the business con- 
cerned. They should then be able to agree the 
specification and design with whichever manufac- 
turing concern is to build the apparatus, and then 
supervise the building and running-in process. 

It is not a field that is at present common among 
us, and the idea may sound strange, but it is just the 
same sort of professional. work that architects do for 
a client erecting a factory,-or as consulting engineers 
do for clients undertaking major engineering contracts. 

`The installation of a computer will be just such a 
major project, both from a money and from a design 
point of view. 


THE HIGH-SPEED COMPUTER 
Detailed Applications to Office Work 
by T. R. THOMPSON, M.A., B.Sc. 


Director, LEO 


R pE PAULA, in his address ‘Electronic 

N d devices: principles and application to ac- 

countancy’, has given a very clear picture 

of the kind of facilities that electronic computers can 

provide and also a very clear exposition of the nature 
of the problem. 

It falls to me to talk about what in the title of the 

lecture was said to be ‘detailed applications of the 


Computers Ltd 


high-speed computer’. I believe the original title 
included the words ‘to accountancy work’ and I 
asked for it to be changed to ‘office work’ which 
links up with what Mr de Paula said, that really and 
truly clerical work in the factory and in the head 
office are all part of the same scheme. 

I would like, therefore, to reserve the term 
‘accountancy’ for the brain work that lies behind it 
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Se to refer instead to what is normally called ‘book- 

that is, office work which has anything to 
i en recording and processing information. So it 
is my task to talk about detailed applications of these 
computers to this kind of work. I hope you are not 
expecting that the words ‘detailed applications’ mean 
that I am going to talk about applications in detail, 
as in half an hour I cannot do this. To me, these 
words emphasize that if one is.to deal with a problem 
one cannot deal with it in general or in principle but 
only by considering it in absolute detail. 

As you know, there are a great many people writing 
and about the subject and giving you principles 
and theories on whicb these computers. should be 
used for office work. I think you will realize that 
sound theories and principles can only be based on 
practical experience; one must first have experience 
before one can find out what are sound principles 
and what are not. At the moment, there is very little 
practical experience on which to form ideas as to the 
principles and theories, for`so far there is very little 
office work being done by electronic computers. 

The application of gpmputers-to office work is an 
art rather than a science. Naturally there are many 
techniques that can and should be taught in order 
to enable people to use these computers for office 
work but they must practise these techniques by 
using the computer to do actual jobs before they can 
be said to know the subject. In what I say from now 
on I shall confine myself to matters which do Ge 
from practical experience. 


Start with the Job — not the D 


First, I am going to talk about six main essentials to 
a satisfactory application and then about applications 
to particular fields of office work. The first essential, 
since the objective of the application is to do clerical 
work, must be to start’ with the job and not with 
the computer. That may seem quite obvious but it 
is by no means the usual approac 

One must know the purpose of the work which 
one is intending to put on a computer and then 
consider whether there is one computer or another 
which will satisfy those objectives. You should 
naturally not expect the ideal computer to be avail- 
able at the present moment. These machines are 
in their infancy and it will be many years before we 
shall get the kind of computers we should like. Most 
important, therefore, when you know the job ‘you 
want to do, is to find the computer that will carry 
out the job more or less in the kind of way that.you 
want it done. One must not compromise on the 
general method of organization of the job though 
one may have to compromise in respect of the detailed 
way in which it is. ee Above all, one must not 
do what so many people do: take a computer and then 
try to put jobs on it. E one tries to do so one quickly 
gets into difficulties. So my first essential is: start 
with the job and make quite sure what is wanted, 
and then find out if there is a computer that will ° 
do the job. 
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The next point is in regard to the requirements of 

the job. You will see that lots of the points I am 
making are the same points which Mr D Paula has 
made in other words. He said one must not tackle 
jobs piecemeal. One must look at the job as a whole. 
and define quite precisely and completely what are 
the requirements. This determination of require- 
ments is one of the most difficult aspects of putting 
a job on the computer: to find out these requirements 
quickly and precisely is a very skilful operation. 
because one must cut right through exis Ss 
cedures to find out the real aims of the job. 
Paula talked about blinkers which have ed 
from past systems and the equipment which has been 
available in the past. One must tear off those blinkers 
and really start afresh to see what it is that people 
want from office work. Any answer to these require- 
ments which is in purely clerical terms is, in my 
opinion, never satisfactory. They must be expressed 
in what I call practical terms. ` 


Express Requirements in a Single Sentence . 


I always try to start off by expressing the require- 
ments in terms of a single sentence, That may sound 
a difficult thing to do. When I was in the United 
States SEH was asked by the United States Air 
Force to help them to consider how they could do 
all the office work in controlling all supplies of 
materials to their different units: to make a complete 
control of the inventory and all the things which 
linked up with the inventory. They asked me if I 
would fis and advise them how this might be done 
because they were having difficulties. 

I had only a fortnight to look at this job and I was 
doing other things in the meantime, but I was able to 
state for them a fairly clear picture — not as clear as 
I would have liked to dom precise and succinct 
form of what they were trying to do. What seemed to 
surprise them most was that I should start my state- 
ment of their requirements from a single platitude 
which gave their requirements in a single sentence. 
I told them that I understood that what they were 
trying to do was . 

to make sure that the different pieces of equipment 

which were required for use by the Air Force should 

be available in the right quantities at the right place 
at the right time in the most economical manner 
possible. 

That is the kind of sentence I made and from that 
I drew a chart which consisted of twelve ‘boxes’ on a 

le piece of paper and showed the different main 
factors which led to a determination of what their 
requirements Wes and the different processes that 
had to take place on the information that they were 
handling. I aie this down into subsidiary charts 
which showed in more detail what went into the 
different boxes. So I was able to give them a very 
concise, succinct and easily comprehended picture. 

That is an illustration of the sort of process that 
is essential if one is going to tackle the job. One must 
have a simple, clear statement which can be broken 
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down step by step until one has reached the amount 
of detail necessary 
that statement will have to include an indication of 
the volume of information that is to be handled of 
different kinds and an indication of the results that 
need to be produced. | 


` What Does Management Want? 


Mr de Paula’ has referred to the statements that 
management wants. To find out what management 
wants is, as Many of you must know, a difficult 
matter. Management usually does not know what -it 
wants and one has to cross-examine managers to find 
out how they use the information they get. Wherever 
we find that an extensive statement of information 
is required by a manager it is always suspect because 
we know that no er can afford the time for 
looking at every figure of such a statement. He must 
scrutinize that statement to pick out the figures he 
needs and we have to find out what figures are picked 
out and the criteria upon which the manager decides 
that action is necessary. This gives the true require- 
ments of the manager. | 


Planning the Job on the Computer ` 


The next essential is in relation to the planning of 
the job on the computer. As Mr de Paula has said, 
the arithmetical part of the computer’s work is very 
fast and straightforward, but you will know that that 
18 by no means the most important aspect of office 
work. : 

The real problem in doing a clerical’ job is to 
organize related information: to make sure that the 
different pieces of information come together at the 
right time so that the appropriate arithmetical 
operations can take place. So planning the job means 
organizing the flow of information to bring items of 
data together. One has to take account of when 
information becomes available and the order in which 
items are received. With a large job, one has to divide 
it up into its natural divisions to deal with it in 
pieces, and the divisions must be natural ones. If 
one is dealing with a big store, then to control the 
inventory one first asks how the store is broken up 
into divisions. It is not practical to deal with many 
thousands of items in oné unit; there must be sections 
of the store which are dealt with separately and the 
clerical job must be planned correspondingly. 

I obviously cannot give you a detailed account of 
how to plan a job; each is different. Starting from the 
needs one must devise a way of fulfilling them. Since 
one is discarding the old systems that have been used 
for meeting requirements, one has got to devise a 
new means, using the new equipment. There are 
many techniques for doing this that can be taught, 
but the complete skill can be learnt.only by practice. 
If accountants are going to advise clients on how. to 
_ plan their jobs and be in a position to criticize plans 
that other people have made, they will have to ieee 
these techniques and practise them, at least in part. 
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Is there a Computer | 
Capable of Doing the Job ? 

The next essential is to make sure that there is a 
computer capable of doing the job. I will not dwell 
on this; In brief, having got a plan, one must make 
sure that the computer sill carry out the plan effec- 
tively and economically. Assuming that the required 
conditions of the plan are fulfilled, a rough but fairly — 
close estimate can be made of the time that the 
computer will take to do the job. Besides this cost, 
one has to allow for the time for preparation of data 
and for all the other jobs that cannot be done by the 
computer, e.g. the time spent in the keeping of records 
in the factory or the sales department and that spent 
by people in disposing of the results produced. Com- 
aring the estimated cost with the cost by any other 
own means enables a decision to be reached as to 

whether it is worth while having the computer, 


| Preparing the Programme 
Assuming it is worth while, one must next prepare 
the programme for the computer. The task of coding 
the programme is not in itself a difficult problem 
once the technique has been learned. The main 
difficulty is to make the programme one that can 
actually be used in practice. 

I might mention that we had a demonstration 
payroll on LEO as long ago as the summer of 1951 
but it was not until 1953 that we had a programme 
that we felt would work in practice. So there is a 
lot to learn about how to make a practical programme 
as distinct from a theoretical one. It must cope with 
all possible exceptions that might arise under prac- 
tical conditions, including the possibility of wrong 
data being given. This is bound ro happen from time 
to time and there must be facilities in your pro- 
this and taking appropriate 
does not become confused. 
The programme must also be such that the job can 
be done automatically for long periods. Computers 
are very fast and they are of no use unless they are 
kept going. In the last resort it is the operator who 
keeps them going and the job must be E 
so that a practical individual with reasonable intelli- 
gence can keep the job going. 


Reorganization of Operating Departments 
My final point is in regard to the reorganization of 
operating departments. When the programme has 
been tried on the computer and proved, one knows 
the computer can do its part of the job. The biggest 
part of the reorganization lies in the operating 
departments, and to carry this out needs the fullest 
co-operation from the executives of the operating 
departments to make sure that the data is prepared 
in the right form and that the results produced are 
used properly. This is a very important matter and 
without this co-operation the whole plan for the 

be invalidated. 


aren i , — 
- At this point I would like again to mention my 
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recent visit to the United States. I noted down these 
six essentials for this talk before-I went to the States, 
basing them on our own .experience of computer 
application. But whilst I was in the States I found my 
convictions amply reinforced, not so much by success- 
ful applications as by their shortcomings. I naturally 
sought the reasons for them and found that the 
reason was always a violation of one or other of these 
reasons. SEN 
Summary of Essentials — 
The six essentials may be summarized as: ` 
One must: . | 


Start with a job and see if there is a computer 
that will do it; l 


' Get the true requirements of the job down: 


completely and precisely in their simplest terms; 
Prepare an effective plan for the job; - ge 


Make sure it will be economical. and effective. 


before going on to the computer; 

Get the job coded in a practical manner, and 

Get the co-operation of the operating depart- 
_ment to perform the job properly. | 

Now to come to different types of application. I 

cannot attempt to deal with these in detail for every 

application is different from another. I think it will 

be more useful if I try to indicate to what extent 

applications are, as yet, effective or economical for 

different types of office work. 


Payroll Calculations 


Firstly, there is the payroll, which must be con-. 
sidered in two parts: the calculation of the gross pay 
and the calculation from gross pay onwards. The 
calculation from gross pay onwards is very similar 
in most organizations and has, I think, been fully 
mastered. I think it is a job that can be done well and 
economically by automatic computers. That part of 
E which deals with the calculation of gross pay 
not been applied so successfully for two reasons. 
The first, that it often involves piecework bonuses 
or other incentive bonuses. The basis of the bonus 
is often complicated and irrational and has usually 
been evolved over a period: of years as the result of 
negotiations with trades unions and works com- 
mittees. One would expect that the true require- 
ment of this kind of bonus was very simple — to 
stimulate production and to reward the people with 
high production — but in practice it is obscured, as 
you probably know, by all kinds of compromises to 
allow workers to earn something more than basic 
pay. One cannot expect to get a good application on 
a computer until these irrationalities have been 
ironed out. 
The second reason is in regard to the preparation 
of current data. Mr-de Paula referred to the tran- 
scription work nec . I think there are ways that 
can be developed for recording data in a manner 
which can later be read automatically so as to avoid 
transcription. But until that has been developed 
more fully I do not think one will get a really first? 
‘class application in this kind of KC 
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| Stores Control 

Another type of office ‘work met in many organiza- 
tions is stores control. Although it is so common, 
it differs very much in nature from one organization 
to another because it is not only control of the 
inventory which must be considered but also the 
work that links with the inventory job as, for in- 
stance, the work of requisitioning goods to keep up 
the stock level and that for recording the reason why 


` it is drawn out. In this respect different organizations 


have different needs and therefore every stores 
application has to be dealt with on its merits. | 
The success of the stores application depends to 
a very great measure on the extent to which one can 
include these ancillary tasks in the stores job. It also 
depends upon how active are the items. If the items 
are very inactive there arises the problem of dealing 
with items.on which no work has to be done. So far 
jobs with a large proportion of inactive items have 
not yet been applied satisfactorily to a computer. I 
discussed this problem with Lockheed Aircraft, of 


Los Angeles, where for three or four years they have 


been trying without success to devise a means of 
doing their stores inventory on a computer. 


Factory Production and Cost Control 


Another type of office work is factory production and 
cost control, which must be allied. This seems a very 
good field for electronic computers but our own 
experience in this field is quite limited. To do the 
job satisfactorily usually necessitates drastic re- 
organization of the procedures in the factory. Office 
work and factory records must go hand in hand and 
the reorganization takes some time. Lockheed Aircraft 
had an application for controlling parts which are 

roduced to meet the aircraft assembly programme. 
t seemed to be a very extravagant job, taking sixty 
hours of time on two very expensive computers, but 
this did not worry the Lockheed people because it 
enabled them to do a job which could not be done 
satisfactorily in any other way. They were able to 
do the whole job between the end of business on 
the Friday of one week and before the Monday of 
the next. 

. Cost Accounting 


Cost accounting is another promising field. We have 
done a job since October 1951, in this field, but the 
application cannot be entirely satisfactory until alt 
rocedures leading up to the cost dissection have 
EE reorganized and put on to a computer. Once 
this has been done the cost accounting application 
must fall into place satisfactorily and cheaply. 
Another important class of work is in respect of 
sales invoicing, sales ledgers, sales dissection and 
other allied jobs. There are two respects in which 
this type of work is most difficult to apply to com- 


‘puters. The first is where the preparation of. the 


invoices necessitates printing a lot of particulars, 


for this at the moment is very expensive since it 


delays the computer. Fast printers are being de- 
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veloped in the United States and I think some of 
them will prove reliable enough. Once there are fast 
and economical printers the preparation of sales 
invoices will present no difficulty. 

The other difficulty is in connection with keeping 
sales ledger accounts. Very often a large number of 
accounts are inactive on any particular day. This 
involves handling a lot of accounts which are not used 
and only slow up the operations of the computer. 
Consequently this is not a very satisfactory applica- 
tion. Again, however, developments are in progress 
which eventually should overcome this difficulty. 

Finally, I would refer to bought invoices and 
suppliers’ accounts. I do not know of any application 
in this field at present. We ourselves have not 
attempted such an application yet. There are bound 
to be two difficulties: that of dealing with the in- 
voices presented by suppliers will be obvious to 
you; the other is of dealing with inactive suppliers’ 
accounts on any day. 

In conclusion may I say that probably, despite 
what Mr de Paula said, you will, after hearing me, 
think it a more difficult rather than a less difficult 
question. If I have given that impression I have 
achieved my intention because I think it very im- 
portant that you should know clearly what is involved 
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in using these computers. This is an GE new 
field and it can only be entered successfully by 
people who are ready to learn these new techniques 
and to practise them. I still think that you should do 
what Mr de Paula recommended, but I would say 
that if you are to enter into this field you must be 
prepared to be most efficient about it. 


Training 
In the United States I was told (and this was amply 
confirmed by my own observation) that there are 
over ten thousand people who have been through a 
course with a view to their putting office work on 
to these machines. Quite a percentage of the ten 
thousand are consultants, some even accountants, 
and most of these people have never put a job on 


a computer. This clearly cannot lead to satisfactory 


results. So, if you are going into this field I would 
say that the important thing is that you should make 
sure that you get a proper course of training that 
leads you to a practical experience of planning jobs 
and putting them on to a computer. To me this is 
an absolute essential if you are to be able to perform 
the SEH which Mr de Paula has suggested you 
should. 


WEEKLY NOTES 


Budget Day 


The Chancellor of the Exchequer, Mr Harold 
Macmillan, P.C., M.P., has announced that he will 
present his Budget to Parliament on ‘Tuesday, 
April 17th. l 

We hope to discuss the Budget and to summarize 
the taxation proposals in our issue of April 21st. 

Parliament will rise for the Easter Recess on March 
29th, and will reassemble on April roth. 


Manufacturers and the Budget 


A deputation from the National Union of Manu- 
facturers, led by its president, Lord Rochdale, met 
the Chancellor of the Exchequer in the middle of this 
month to discuss the economic situation and the 
forthcoming Budget. In the part in which the 
Union’s official memorandum deals with particular 
tax matters, the recommendation is made that the 
starting point for surtax be raised, in the next Budget, 
above the {£2,000 which has been the figure since 
1918. At the same time the memorandum urges 
the adoption of the recommendations of the second 
Tucker Committee on the tax treatment of provision 


for retirement. The hope is expressed that investment ` Co 


allowances will not only be restored soon, but also 
increased. A special plea is made in relation to fuel- 
saving plant. The Union considers that profits tax 
on undistributed profits should be abolished, and 
accepts in principle the Royal Commission’s recom- 
mendations that all profits should be taxed at a flat 
rate. It is urged that death duties should be the 


t 


subject of a comprehensive inquiry as to their 
structure, principles and impact. The long-term 
policy in relation to purchase tax should be directed 


‘to abolition of the tax, since it distorts the economy; 


while the tax on oils should be reduced. 

- As to the general economic situation, the memor- 
andum stresses the necessity for reducing Government 
expenditure and encouraging capital development. 


Tax on ‘Song Plugging’ Receipts 

On Tuesday of last week, in the High Court, 
Roxburgh, J., dismissed an appeal by a professional 
entertainer against assessments on sums received 
from music publishers in respect of songs sung by 
him and recently published by them. (Radcliffe v. 
CIR (The Times, March 14th, 1956.)) The appellant 
carried on his profession in partnership with a Mr 
S. R. Jones, under the stage name of Radcliffe and 
Ray. He admitted receiving money from publishers 
but contended that since the partners had never 
bound themselves to sing any particular songs the 
payments were spontaneous, unsolicited gifts. 

At the appeal hearing before the Swansea General 
mumissioners, the Inspector produced letters from 
three publishers and from the appellant’s former 
accountants giving certain es. The appellant 
disputed the statements in the letters and denied that 
the partners’ former accountants had any authority 
to agree figures. The Swansea Commissioners 


* decided that it had been proved to their satisfaction 


that the partners had received certain specified sums 
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for ‘song plugging’ and assessed them to tax on those 
sums, as put forward by the Inspector. 

Before Roxburgh, J., Mr Radcliffe appeared in 
person and contended that the moneys were not 
remuneration but were gifts. He said the songs were 
chosen by the B.B.C. and the publishers sent the 
money afterwards. His lordship, giving judgment, 
said that the moneys were paid, not because the 
publishers liked the partners, but because the 
partners were professional entertainers. It would have 
been different if someone ‘out of the blue’ had sent 
them money just for singing the songs. The appellants 
had no case. The figures were admitted by the 
accountants as having been received for song 
plugging. As stated, he dismissed the appeal. 


Cheating the Revenue 
a Common Law Offence 


Where a taxpayer makes false statements to he 
Revenue in, say, profit and loss accounts, or a certi- 
Beate of full disclosure made at the close of a back, 
duty inquiry, it appears that he commits no statutory 
offence. It is the practice in such cases to prosecute 
him under the common law for making a false state- 
ment to the prejudice of the Crown and public 
revenue with intent to defraud. This practice was 
challenged in the Court of Criminal Appeal on 


Monday in Rex v. Hudson (The Times, March 19th, ° 


1956), when the appellant appealed from his con- 
viction at Nottingham Assizes on eight counts of an 
indictment in the form given above. It was argued on 
his behalf that the offence charged was an offence 
unknown to the law. 

Giving the judgment of the Court, the Lord Chief 
Justice referred to Hawkins’s Pleas of the Crown, to 
East’s Pleas of the Crown, to the judgment of Lord 
Mansfield in Rex v. Bembridge ((1783), 22 State 
Trials 1), and to the judgment of Bray, J., at Hamp- 
shire Assizes in Rex v. Bradbury [1920] (see The Times, 
November 11th, 1920). The offence, said his lordship, 
was sending in documents to the Inspector of Taxes 
which were false and fraudulent to the appellant’s 
knowledge. That was a material part of the offence 
and had been so found by the jury. The Court was 
not making any new offence; it was merely reaffirming 
the common law as it had always been. The appeal 
was dismissed. | 


Inland Revenue Estimates for 1956-57 


Everyone knows that if income tax is not imposed 
anew each year it automatically lapses. However, few 
would found much hope on this aspect of the 
Constitution. Certainly the persons responsible for 
the Inland Revenue estimates for 1956-57", recently 
published, have indicated quite clearly that income 
tax is expected to continue much as before. The 
estimate for salaries of the Chief Inspector’s 
branch is nearly {20 million, as against a little 
over £18 million in the current year. There are 


1 Estimates for Revenue ec for the year “dene 
March 31st, 1957. H.M.S.O. 4s net. 
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estimated to be net additions of 1,100 posts by 
March 31st, 1956, including nineteen higher. grade 
Inspectors. The department’s principal accountant 
(professional) is expected to cost £1,900 against 
£1,7oo in the current year. There are five chief 
accountants, twelve senior accountants, and three 
accountants, with salary maxima of £1,500, £1,220 
and {goo respectively. The six members of the Board 
cost the country £21,800, the chairman’s salary 
being £4,500. A Special Commissioner earns £2,200. 
General Commissioners are, of course, unpaid. 
The estimate for the remuneration and expenses of 
their local clerks is £124,000. 


Distribution of Rateable Values — 


The long-promised White Paper on the distribution 
of rateable values between different classes of property 
in England and Wales was published on March: 15th 
(H.M.S.O. Cmd. 9718, 1s 6d net). It shows that the 
rateable value of shops has gone up in the aggregate 
by 126 per cent as a result of the recent revaluation. 
Houses and flats, being valued on an arbitrary and 
somewhat unreal basis, have gone up by only 40 per 
cent. For the country as a whole, the distribution of. 
rateable values among the main classes of heredita- 
ment in the old and new valuation lists is as follows: 


Share of rateable value 
Class of property Old list New list: 
percent per cent 

Domestic 59°83 49°41 

Shops 1074 14°29 

Offices and miscellaneous ak 21'05 27'320 
Industrial eae de- 

rated) 4'19 6°27 

Freight transport (do. J ot0 O24, 
: Crown property (aor Dep re- 

valued) 4°00 2°49 

100'00 10000 


Crown property is to be revalued in 1956-57. 

In a written answer in the House of Commons, 
Mr Sandys, the Minister of Housing and Local 
Government, pointed out that these figures were not 
final because, apart from the coming revaluation of 
Crown property, the new assessments are subject 
to appeal after April rst and the trend of the appeal 
decisions will not become evident for a number of 
months: He also reminded the House that the 
Government are at present reviewing the problem of 
local authority finance in all its aspects. This was the 
most comprehensive review of its kind since 1929 
and would include an examination of the system of 
derating. Much detailed study and important 
decisions of policy would be tee and when the 
appropriate stage was reached local- authorities 
would be consulted. Until the final review was com- 
plete it would not be possible to arrive at a final ap- 
preciation of the future incidence of the rate burden. 

On March 16th, a private member’s Bill to abolish 
the partial derating of industrial premises secured its 
second reading despite the advice of the Government 
that legislative change should await the result of the 
comprehensive review which was taking place. 


Hy 
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Australian Taxes Up 


The Prime Minister of Australia, Mr Menzies, 
announced some sharp increases in taxation on 
March 14th. Income tax was one of the few taxes 
which escaped. The company tax is to be raised all 
round by one shilling in the £, to yield £A30 million 
increased revenue in a year. The sales tax on 
non-commercial motor vehicles goes up from 16 
2/3rds to 30 per cent, and on commercial motor 
vehicles and motor-cycles from 124 to 16 2/3rds per 
cent. Articles such as jewellery and gramophone 
records will bear a sales tax of 25 per cent instead of 
16 2/3rds. Like the increase in company tax, the 
increase in sales tax will produce £A30 million a 
year. ; 
Since 1938-39 the per capita consumption of beer 
has doubled. In spite of the increased duty of 2s 7d 
a gallon in the 1951~52 Budget, consumption rose 
from 173 million gallons in that year to nearly 184 
million gallons in 1953-54. The current estimate of 
consumption envisaged a ‘staggering’ 223 million 
gallons. The duty is to be raised by another 2s 8d 
a gallon, or 4d a pint, while the duty on spirits will 
rise by 15s 6d a gallon, or a penny a nip. Tobacco duty 
will go up so as to increase the retail price by 3d per 
ounce, or per packet of twenty cigarettes. Pel ce 18 
to rise by 3d a gallon. ` 

_ These tax increases represent the most important 
side of the Australian Government’s anti-inflationary 
policy. At the same time the Government has agreed 
that the bank overdraft rate should be permitted 
to rise from 5 per cent to an average of 5} per cent, 
with a maximum of 6 per cent, and that there should 
be a rise of x per cent in interest on fixed deposits. 
Mr Menzies said that advantage had been taken by 
industry to borrow money at the comparatively 
cheap rates charged by Australian banks in order to 
finance hire-purchase transactions and also to invest 
it abroad where interest rates were higher. 


South African Budget 


On March 15th, the Minister of Finance in the South 
African Government, Mr Louw, presented his 
Budget, in which he announced a number of modest 
tax concessions. The income at which taxpayers 
become liable to super tax is to be raised from £1,750 
to {2,300, while the income tax rebate for children 
is to be raised from {12 to £14 and extended to full- 
time students up to the age of 24. 

_ There are several concessions to industry. Profits 
ploughed back for the purchase by industrial firms 
of machinery or plant for production will be exempt 
from undistributed profits tax. Up to £20,000 may 
be written off each item of mining machinery in the 
year of acquisition. The gold-mining taxation formula 
1s to be reduced to the 1950 level. Ultra-deep mines 
will be able to write off each year 5 per cent of their 
share capital free of tax. Dividends and bonus shares 
on shares acquired by British or foreign nationals 
before becoming resident in South Africa, or on 
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shares subsequently acquired by them by inheritance, 
are to be exempt from income tax retrospectively 
from July Ist, 1954. 

Mr Louw gave some remarkable figures of South 
African savings. These had increased fourfold since 
1948 to almost £400 million in 1954. 


Industrial Bankers’ Association 


A small steering committee has been set up to 
establish an organization which will be known as the 
Industrial Bankers’ Association. There are three 
members on the committee and they will act as 
trustees until the first members of the new associa- 
tion choose their own controlling body. 

The aim of the new association is to establish 
certain standards of procedure and conduct for its 
members, who will be finance houses dealing with 
hire-purchase business. The new organization will 
be complementary to such existing trade bodies as 
the Hire Purchase Traders’ Association, The Finance 
Houses’ Association and the Hire Purchase Section 
of the Society of Motor Manufacturers and Traders. 
To become a member, a compaay must provide hire- 
purchase finance and similar facilities, employing not 
less than 75 per cent of its total assets directly in this 
way. The company must have a paid-up capital of 
£10,000 or more and have been established for five 
years in this field. Concerns with a larger capital 
than {10,000 will have their time qualification corre- 
spondingly reduced. Members will be called upon to 
apree to limit total borrowings from all sources to 
within a maximum of five times the paid-up capital, 
plus free reserves, and to maintain a liquidity ratio 
of not less than 30 per cent of deposits from the 
public at call and up to fourteen days’ notice, or 
10 per cent of total deposits from members of the 
public, whichever is the larger. 

The objectives of the new association are thus 
clearly set out. Whether they can be attained depends 
on the size and quality of the membership which is 
attracted. 


Problems of Rail Charges 


Under an arrangement between the Ministry of 
Transport and the British Transport Commission, 
rail, freight, dock and canal charges are to be increased 
by 5 per cent for a period of six months. Passenger 
fares are to remain the same for the time being. 
These new charges will increase the Commission’s 
revenue by Zoo million in a full year, against the 
£37 million which the Commission wishes to raise 
by increasing its charges. 

At the end of six months further increases will be 
inevitable and the position will then be assessed by 
the Commission and, presumably, also by the 
Minister of Transport. The arrangement is clearly a 
compromise between the need, on: the one hand, to 
prevent the transport system, especially the railways, 
being unduly subsidized and the need to prevent a 
key nationalized industry making a major contribution 
to higher industrial costs at a time of inflation. 
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CORRESPONDENCE 


Letters musi be authenticated by the name and address of the writer, not necessarily for publication: 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accounting for Management 


Sir, — The interesting letter in your issue of February 
25th, from Mr R. Richmond Mann, includes: 


“The subject of costing, while of such extreme 
importance to any accountant, is one subject on 
which no experience whatsoever is gained from 
inside a professional office... . I cannot recommend 
too strongly the suggestion that all students should 
serve at least six months in industry, with a view to 
gaining a practical experience of both costing and 
management accounting.’ 

This recalls the final summary, “The main purposes 
of management accounting’, in the very interesting 
paper entitled “The accountant in industry’, by the 
late Mr F. R. M. de Paula, c.B.£., F.c.A., at the Sixth 
International Congress on Accounting, London, 1952. 
The question was then asked: Js it necessary for 
accountants taking gip this technique to have a 
working knowledge of engineering? If so, how should 
that knowledge be obtained? (The Accountant dated 
July 26th, 1952, page 99). 

Confirmation of the necessity of technical know- 
ledge of the product and production methods, for 
obtaining accurate costs, is given in a repeated 
advertisement in a daily newspaper: 


‘Accountancy. Apprenticeship with large ship- 
builders for four years’ training in accountancy and 
statistics, with opportunity to acquire professional 
degree.’ 

Many years ago prominent makers of marine 
engines and boilers realized the necessity of having 
full technical details in production costs for materials 
used and labour employed, and properly accounted 
to product sections involved. This not only ensured 
accurate production costs, but gave a reliable basis 
for future estimates. A few years later the principals 
presented papers at the International Engineering 
Congress at Glasgow in root, on ‘Premium bonus 
methods’ of labour payment. 

These producers, to obtain full yearly output, bud- 
geted for their possible maximum yearly production 
on an indicated horse-power basis, having previously 
acquired reliable costs of standard machinery sizes, 
which were the basis of the future estimates. Thus 
proving the value of accurate costs for promptly 
submitting reliable estimates, under different or 
varying market conditions. 

All the foregoing may also interest Mr Charles 
Bingham, F.C.A., who, in your February 25th issue 
writes: 

‘Il suggest as practising accountants we should 
work with these consultants, when they are employed 
by management, and not pretend to a skil] that we 
are not trained to possess.’ S 

Yours truly, 


Glasgow, W3. ANDREW MILLER. 


Settlement on ‘Stepchiid’ 


Sir, — Several years ago I married a lady who had 
two children by a previous marriage. The father of 
the two children is still living. I have recently made 
covenants on these two children and the Inspector 
of Taxes contends that so long as they remain infant 
and unmarried the income arising from the covenants 
will be deemed to be my income. The basis of this 
contention is that I am the ‘stepfather’ of the 
children and the Inspector reinforces his argument 
by quoting the case of CIR oe A. B. Russell 
(34 A.T.C. 99; 36 T.C. 83). 

the claim of the ee is right, each of the 
two children has at the same time a natural and 
lawful father and a ‘stepfather’, a position which 
cannot, surely, have been contemplated by the 
Legislature. The term ‘stepchild’ has, of course, 
been understood for many years past to mean children 
of a deceased parent when the surviving parent 
remarries. The decision in C.J.R. v. A. B. Russell 
appears to be formed on dictionary definitions of the 
terms ‘stepfather’ and ‘stepchild’ without over- 
much consideration of the everyday accepted 
meanings of the words. 

Any views which can be offered whereby a course 
of action can be planned to remedy this anomaly will 
be appreciated. Yours faithfully, 

SURTAX PAYER. 


Stock Valuation: Spare Parts for Obsolete 
Models 


Sir, — I would be glad to have guidance from any of 
your readers as to recognized methods of valuing 
stocks of spare parts for obsolete models in the 
accounts of traders in motor vehicles and agricultural 
tractors. These tend to accumulate despite occasional 
sales. Guidance is sought not merely for a prudent 
commercial basis but for a basis which can be sus- 
tained in agreeing trading profits with the Revenue. 
Yours faithfully, 
STYMIE. 


Valuation of Shares: Private Limited 
Company 
Sir, ~ I should be interested to have the views of your 
readers on the following problem which arose in 
connection with the valuation of shares of a private 
limited company. 

The SES of the shares of the company (which 
were of one class only) were to be sold for a con- 
sideration equal to the sum of: 

a) the amount of the paid-up share capital; 

D the balance on profit and loss account at the 

date of the sale; and 

(c) the agreed figure for goodwill. 

V 
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Neville 
Jndustrial Securities 
Pimited 


The Midlands Issuing and Finance House providing 2 

complete service for industrial companies to obtain 

capital and for the proprietors of private companies to 

market their holdings, and make provision for Death 
Duties. 


sacl en a SO Ny AA er a 


Public offers for Sale and placings during 1947-55 


Concentric Manufac- John Hawley & Co 
turing Co Ltd (Walsall) Ltd 

George Edmonds Ltd Bilston Foundries Ltd 
The Hill Top Craddock Brothers Ltd 

Foundry Co Ltd Jobn Foikes (Lye Forge) Ltd 
Fletcher, Houston Gibbs & Dandy Ltd 

& Co Ltd Belgrave (Blackheath) Ltd 

Prima Industries Ltd Hallam, Sleigh & Cheston Ltd 
W. & J. Lawley Ltd Strakers (Newcastle) Ltd 
Job Wheway & Son Lid Eliot Paisley Ltd 
Fordham Ltd Alfred Clough Ltd 
F. H. Tomkins Ltd Wm, Park & Co 
J. T. Price & Co Ltd Forgemasters Ltd 
Zinc Alloy Rust- Swinnertons Ltd 

Proofing Co Lid Arthur Wood & Son 
Onions & Sons (Longport) Ltd 

(Levellers) Ltd C. E. Ramsden & Co Ltd 
Wm. Sanders & Co Prestage Ltd 
(Wednesbury) Ltd Fry’s (London) Ltd 

R. & A.G. Crossland Ltd Sankey Green Wire 
Alfred Case & Co Ltd Wearing Co Ltd 


Directors: 


G, ROLAND DAWES, F.CA., F.C.W.A. 
E. CARL REEVES, B.SC.LOND.) 
SIR. GREVILLE P LAMBERT, BART., F.GA. 


Secretary: 
NORMAN E. HURST, ACA., PELS. 


Hebille House, Waterloo Street, Birmingham. 2 


Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM’. 


Telephones: MIDLAND 5677-89. 


Subsidiary Company: 
NEVILLE INDUSTRIAL SECURITIES (S.W.) LTD 
Baltic House, Mount Stuart Square, Cardiff. 


Telephone: CARDIFF 32255. 
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* Capacity 9 X 8 X 13 and 
40 X 9 X 17 with or with- 


(OFFICE EQUIPMENT) oui Back Transfer and 
3 { Split Register. 

LTD d *. Key selling with proof dials. 

30 NEW BRIDGE STREET, | ` eal hand operacion, 2 
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* Sales and service throughout 
the country. 


CANCER- 
is it infectious? 


Thankfully we can answer ‘no’. But there are answers 
which have yet to be found in the field of cancer 
research. Important advances kave been made- 
indeed, thousands of cancer cases are successfully 
treated each year — but the central problems remain. 
What is the cause of cancer? How can cancer be 

revented? 

he work goes on. Cancer — the malignant monster — 
will ultimately be beaten. Naturally, this work 
demands the best brains, the best equipment ~ and 
money! This is where the British Empire cer Cam- 
palgn comes in. The object of the British Empire 
Cancer Campaign is to promote research into 
the cause, prevention and cure of cancer. Its chief 
function is to give financial support to this important 
work, Cancer must yield, It may do so more quickly 
if more money can be spent on research. 
We ask for Legacies and for cheques, notes, postal 
orders, stamps. Please address to Sir Charles 
Lidbury, Hon. Treasurer, British Empire Cancer 
Campaign, Dept. Ar, 11 Grosvenor Crescent, London, 
SW1, or give to your Local Committee. 


BRITISH EMPIRE CANCER CAMPAIGK 


Patron: Her Majesty the Queen 
President: H.R.H. The Duke of Gloucester 
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Time was when one kept oneself to oneself in business. In recent years this 
ostrich-like attitude has changed, and we have discovered in the free exchange 
of ideas and experiences something of advantage for all. 


This change explains the success of The Tabslator. In this journal are 
described, succinctly, ‘case histories’ — specific ways in which commerce, 
industry and public services, at home and overseas, are using punched cards 
to the betterment of their management ... production . . . distribution 
- ... accounting. l 


Kä 


Automation, through the medium of electronics, is one of the most sig- 
nificant developments of this fast-moving age. Hollerith are among the 
leaders in this field and The- Tabulator is consequently a journal from which 
much can be learned — to great profit. | 


THE TABULATOR 


| Sa ea 
. «+ the journal devoted to (ARAMA Iay 


~ 


PUNCHED CARD: - 


ACCOUNTING ` 





è To be placed on its free mailing list, apply. on your business or professional notepaper, to 
THE BRITISH TABULATING MACHINE COMPANY LTD, 17 Park Lane, London, W1. (Hyde Park 8155) 
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. The company’s year-end is July 31st, but interim 
accounts were prepared to the date of sale, which was 
January 31st, 1956. The vendors and the purchasers 
were unable to agree as to the appropriate amount 
to charge for income tax against the balance on the 
profit and loss account at January 31st, 1956. The 
vendors contended. that the proper amount was the 
accrued legal liability, ie. 10/raths of the 1955-56 
income tax assessment. The purchasers contended 
that it was proper to charge the company’s future tax 
liabilities, which meant that not only the whole of 
the 1955-56 assessment (based on the accounts to 
July 31st, 1954) would have been charged but 
estimates would have had to be made for the 1956- 
57 liability and 6/12ths of the 1957-58 liability. 
The question of profits tax did not arise. 
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Undoubtedly if profits were falling at the time of 
the sale -some allowance should be made to the 
purchaser, over and above the legal tax liability of 
the company, and in this connection Section 30 (3) of 
the’ Finance Act, 1954, provides for such a position 
in the valuation of shares under Section 55 ofthe 
Finance Act, 1940. As, however, the profits of the 
company are steadily rising throughout, it seems to 
me that the proper charge to debit to the profit and 
loss account, is the legal income tax liability to 
January 318t, 1956. 

This matter did, however, produce some diversity 
of opinion amongst the professional advisers con- 
cerned and the views of your readers would be 
appreciated. Yours faithfully, 

L.C. V. 


FINANCE AND COMMERCE 


Stock-markets are moving towards the Budget in 
reasonably cheerful style. There is still not a lot of 
business, but there is a distinct inclination to put 
prices better on good company news and there is a 
keen watch being kept for anything approaching 
investment bargains. Concentration of political news 
on events behind the Iron Curtain has cushioned the 
result that oil and similar shares have recovered. 
Rather a pleasant surprise for the investment 


market was the success of the £24 million 5 per cent 


Edinburgh Corporation Loan at a price of Zog or 
per cent. Lists closed in five minutes and the offer 
was a success with a small premium prevailing with 
opening business. The issue even attracted a few 
‘stags’, which reflects both the integrity of Edinburgh 
as a borrower, and the change for the better in 
investment outlook. 


Latin American Credit 


The efforts of Argentine interests to obtain foreign 
credits were recently discussed by Sir Francis M. G. 
Glyn, the chairman of the Bank of London and South 


America Ltd, whose accounts we reprint this week. ` 


His main theme, in fact, was the importance of foreign 
capital to the Latin American countries and the 
difficulties they face without it. 

Sir Francis showed the fundamental importance 
of the basic export commodities in the Latin American 
economy. Eleven primary products account in value 
for over two-thirds of the region’s total exports. In 
recent years, coffee and petroleum have together re- 
presented one-half and many individual countries 
depend overwhelmingly on one single export. 

Latin American countries had a good time during 
the war and from the end of the war to 1951, terms 
of trade moved strongly in their favour. This was 
reflected in a high rate of economic growth. Inevitably 
it was difficult to put the brake on inflationary tenden- 
cies and by 1955 (as against 1939) the cost of living 
in Paraguay was nearly 7,000 per cent up, in Chile 


over 3,000 per cent and in most of the other republics, 
from 300 to 800 per cent. The United a rise by 
comparison was 136 per cent. 


Expansion Policies 


Notably in Argentina and Brazil, policies of credit 
expansion, essentially inflationary in character, have 
been deliberately adopted in order to encourage in- 
vestment and accelerate development programmes. 
But it is now recognized, says Sir Francis, that this 
is a dangerous practice, since the process quickly 
gets out of control, the cost element tending to 
predominate and investments ceasing to grow, but 
the major distortions so created, still remaining. The 


most serious factor has been the inflation of costs. 


It is now generally admitted in Latin America that 
the encouragement to economic development afforded 
by inflation is short-lived and the beneficial effects 
largely illusory. But the problem of calling a halt to 
the process without inducing a depression has not 
been solved. This last point sounds strongly familiar 
in the context of autumn budgets, hire-purchase 
control, credit ‘squeeze’ and the rest. 


No Figures 


‘Your Board has every reason to believe that, in 
spite of some recession in the motor industry recently 
reported, the profits of the Group for the year ending 
June 30th, 1956, will give satisfaction. The output in 
every factory has been greater than ever before and 
the prospects are encouraging.’ Such is the tenor of 
the interim report of the directors of Triplex Safety 
Glass Co Ltd for the half-year ended December 31st, 
1955. In four quarto pages of printed report, there is 
not one figure, even approximate, to show how 
things are really going. 

Not that the report is useless; hy no means. It is 
something that the directors received the news of 
cuts in motor-car production ‘with some relief’. 
The parent company factories had been working all 
the overtime hours that it was thought possible and if 
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the curtailment in the motor industry does not 
increase or persist overlong, the recession will enable 
the factories to catch up on arrears of work and give 
some relief to hard-pressed employees. The effect on 
the company’s finances remains to be seen. The 
length of the recession cannot be foreseen. But in the 
first six months, King’s Norton and Willesden works 
made record combined profits. And review of the glass 
subsidiaries is couched in similar terms: ‘progressing 
satisfactorily’ and so on. But no es. 

There seems to be an idea in the Triplex board 
room that interim figures would encourage specu- 
lators; and further that, in any case, words are all 
shareholders really want. May we suggest that Sir 
Graham Cunningham, the chairman of the company, 
has a word with Sir John Braithwaite, the chairman 
of the London Stock Exchange, whose recommenda- 
tions on half-yearly statements have been reported in 
this journal. 

Unilever Surprise 
The recent preliminary statement of profits and 
dividend by the Unilever Group took everyone by 
surprise. It became, known that an announcement 
from the company was imminent, but what could 
it be? It proved to be the preliminary statement for 
1955, six weeks ahead of time. 
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Previously, it has been the directors’ practice to 
wait for the final audited figures before publishing 
the results, and that meant the end-December posi- 
tion somewhere about the middle of April. But they 
themselves have the provisional figures for any year 
in the following February and they have decided that 
shareholders might as well have them at the same time. 
Any difference between the preliminary and final 
figures, they have found from experience, is relatively 
unimportant, a point that might well be borne in 
mind by directors of other companies who fear that 
the publication of figures which have not received the 
final seal of the company’s auditors may lead to a 
major calamity. 


Money Market 


There was somewhat less competition for the £240 
million Treasury bills last Friday. The total applied 
for amounted to £381,365,c00 against the previous 
week’s £404,660,000. With the bid held at the 
previous £98 13s 11d per cent, the market secured 
46 per cent against only 37 per cent the Friday before. 
The average discount rate came out at £5 Ar 3-89d 
per cent compared with £5 4s 2-23d per cent. Maxi- 
mum amount of bills on offer this week is stepped up 
to £270 million. 


~ : BANK OF LONDON & SOUTH AMERICA LIMITED 


PROFIT AND LOSS ACCOUNT 
For the Year ended 3lst December, 1955 





1954 
£ £ 
Interim Dividend paid Ach October, 1955, at the rate 
2 per cent. Snes Geng eren He at 8z. 6d. in 
55,550 the £ ae » * ae aes 58,075 
Final Dividend payable 28th March, !956, at the rate of 
5 per cent. actual, less income Tax at Gs. 6d. SES ef 
138,875 (subject to confirmation by the Members) . . 145,188 
EE for:- 
120,000 ntingency Reserve .. TET £150,000 
78,254 Lagal Reserves In South America... £ 41,693 i 
; — 191,693 
[8i Téi Balance carried forward .. 177,899 
£573,840 £572,855 





Ei 





1954 
£ l £ 

180,159 Balance brought forward Ss wis oe .. $6!,16) 

Profit after providing for Taxation thareon and after 

making appropriations to Contingency Accounts, 

out of which Accounts full provision has been made 

for aji bad and doubtful debts and for depreciation 

393,68! on Investments and on capital employed abroad .. 391,694 
£573,840 l T £572,855 


NOTE (oi Credit has been taken In the Profit and Loss Account for all profits at SE for the year, although a proportion of these 


profits ls still awaiting remittance. 


(b) Directors’ remuneration amounted to £32,245, consisting of fees £20,982 and other emoluments £11,263. 
(The corresponding figures were £31,838, £21,500 and £10,338 respectively for the year ended 31st December, 1954.) 


REPORT OF THE AUDITORS 
“to the members of - 
BANK OF LONDON & SOUTH AMERICA LIMITED 
We have obtained all the Information and explanations which to the best of our knowledge and bellef were necessary for the 


purposes of our audit. In our opinion proper 


books of account have bean kept by the Bank so far ax appears from our examina- 


tion of those books and proper returns adequate for the purposes of our audit have been recelved from the Branches, which have 


not bean visited by us. 


We have examined the annexed Balance Shaat and Profit end Loss Account which are In agreement with the books of account 


and returns of the Bank, 


in our opinion and to the best of our Information and scorers 
Accounts give in che manner required, the informacion required of a Banking Company by the Companies Acr, | 


ven us the said 


to the explanations 
as authorised 


under Part UI of the Eighth Schedule thereof the accounts do not show the aggregate amount of Reserves and bie movements 


thereon. 


On this basi In our opinion the Balance Sheet gives a true and fair view of the state of che Bank's affairs as at 3ist 


December, 1955, and the Profit and Loss Account gives a true and fair view of the profit for tha year ended on that date. 


London, É s 
2ist February, 1956 i 


DELOMTTE PLENDER, GRIFHTHS & CO., 
D VAN DE LINDE & SON, . 
Chartered Accountants, 
Audito 


rë. 


S 
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THE SOUTH WALES AND MONMOUTHSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 


REVISION OF PROFESSIONAL FEES 


The annual dinner of the South Wales and Monmouth- 
shire Society of Chartered Accountants was held at 
The Mackworth Hotel, Swansea, on Friday, March 16th, 
with the President, Mr H W. Vaughan, F.c.a., in the 
chair. 

Members and guests were greeted on arrival by Mr 
Vaughan and by Mr W. S. Carrington, F.c.a., President 
of The Institute of Chartered Accountants in England 
and Wales. 

Among those present were Mr F. Elwyn Jones, Q.C., 
M.P., Recorder of Swansea; Major C. G. Traherne, 
T.D., J-P., Lord-Lieutenant of Glamorganshire; Coun- 
cillor Percy Morris, M.P., Mayor of Swansea; Mr 
Bertram Charles, B.A., District Registrar of Swansea; 
and 

Messrs G. E. Aeron-Thomas; D. R. Carston, F.S.A.A. 
(President, Incorporated Accountants South Wales and 
Monmouthshire District Society); W. F. Curtis, F.c.a. (Presi- 
dent, Bristol and Wt of England Society of Chartered 
Accountants); D. Mansel Davies (President, Swansea Branch, 
Institute of Bankers); Derek du Pré (Editor, ‘The Accountant 

Messrs R. D. Edwards (President, Swansea District Incor- 

orated Law Society); A. R. Flower (Chairman, Swansea and 

est Wales Branch, Chartered Institute of Secretaries); E. O. 
Frank, F.c.A. (President, South Eastern Society of Chartered 
Accountants); S . G. Gealer (Swansea Borough Treasurer); 
D. L. Griffiths (President, Swansea Chamber of Trade); Sir 
William A. Jenkins; Sir Lewis Jones. 

Messrs E. N. Macdonald, D.F.c., F.C.A. EE Liver- 
pool Society of Chartered Accountants); J M. MacIntyre 
ee Swansea University), A. S. Maclver, M.C., B.A. 

Secretary, The Institute of Chartered Accountants in England 

and Wales}; F. S. Mowforth, F.c.a. (President, Hull, East 
Yorkshire and Lincolnshire Society of Chartered Accountants); 
R. H. Quiney, A.C.A. (President, Leicestershire ee North- 
amptonshire Society of Chartered Accountants); L. M. Rees 
(Swansea Borough Librarian). 

Messrs R. B. Southall (General Manager, National Oil 
Refineries, Swansea); G. M. Squire, F.8.A.A. (Chatrman, 
Swansea and South-west Wales District Soctety of Incor- 
porated Accountants); Archdeacon J. J. A. Thomas (Vicar of 
Swansea); G. Waterworth, F.c.a. (President, Manchester 
Soctety of Chartered Accountants); C. A. Whittington-Smith, 


LL.M., F.C.A. (President, Sheffield and District Society of- 


` Chartered Accountants). 

Proposing a toast to “The Institute’, Mr Elwyn Jones 
said there was no doubt that the incorporation of the 
Institute by Royal Charter in 1880 was clearly the great 
turning-point in the profession. He knew from his own 
personal travels in all parts of the world that the pro- 
fession was held in world-wide eminence and respect. 
‘The reputation and high standing of the profession was 
indeed something of which they should be proud. He 
, thought it was right that tribute be paid to the Institute 
which, for over seventy-five years, had played a dis- 
tinguished part in the elevation of the profession as a 


whole. 

National and Local Affairs 
Replying to the ‘toast, Mr Carrington said, in the 
course of his speech: 

“When addressing the Institute prize winners a few days 
ago, I expressed the view that in a democratic State sueh 
as ours, it is the duty of all to take an intelligent interest 
in national and local affairs and I expressed the hope that 


in due time some of those who are at present on the threshold 
of their professional careers will take a direct interest in the 
work of their local town councils and in national politics, 
because I am convinced that a leavening of what EEN 
call, without offence to others, trained and discriminating 
minds on committees, councils and national assemblies 
such as the House of Commons, must be to the good of all, 
and I commend these thoughts to the consideration of all 
articled clerks and young members of the Institute whether 
or not they be prize winners.’ 


Overseas Students 


The President then spoke of the problem of finding 
more vacancies for overseas students. 

‘I would commend for the earnest consideration of all 
practising members the statement which appeared in 
The Accountant of February 11th, 1956, to the effect that the 
Council has decided to establish a register of members 
with suitable practices who are prepared to take overseas 
students as articled clerks. I hope that as many members as 
possible, especially those listening to me tonight, will 
respond by sending in their names for inclusion in the 
register. I cannot over-emphasize the importance of this 
subject of more facilities for articled clerks from overseas.’ 

He continued: 

‘Clients have their part to play in this also, as I know 
many instances where chartered accountants would be 
prepared to take articled clerks from overseas if they felt 
that their clients would not object to these men carrying 
out audit work in their offices. The men concerned are 
highly educated, many of them being university graduates, 
and are vouched for by responsible authorities in their 
respective countries and I do hope that many business men 
present here this evening will exhibit that liberal frame of 
mind for which Wales is famous if and when they are 
SE on this subject by their auditors, as I hope they 

e. 


Professional Fees 


The President then turned to the subject of pro- 
fessional fees. 

‘Since I took office last June I have said much in various 
places about the effects of high taxation and inflation on 
the finance, trade and commerce of this country, but I 
would not like anyone to think that we accountants are 
immune from the effects of these burdensome — and to my 
mind tragic — phenomena. The practising accountant has 
been, and still is, at the mercy of ever rising costs, particu- 
larly salaries, travelling and hotel expenses; these, in my 
view, constitute a more than adequate reason for a revision 
of professional fees. Even where fees were settled only two 
or three years ago, the increase in costs since then has. been 
such as to merit a material uplift in our scale of charges. 

“The impact of rising costs also manifests itself in the 
amount of working capital required to finance work in pro- 
gress and outstanding charges, and I am quite certain from my 
own knowledge that many accountants are finding this'a most 
difficult problem because we cannot of course raise money 
by a rights issue or by way of debentures. However, in some 
instances, a palliative may be found by arranging with 
clients for payments on account, and where the work on 
audits extends over a lengthy period, I cannot see why the 
accountant should not, without any loss of dignity, apply 
for payments on account as the work proceeds. ‘This is 
quite a regular feature in some other professions, for 
example architects, civil engineera and, in some circum- 
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NEW RETAIL 


HE Cost of Living Advisory Committee, 

a body composed of representatives of 

organized labour, employers, retail dis- 
tribution, consumers’ organizations, Government 
officials and professional and academic interests, 
and linked with the profession through the 
membership of Professor J. R. N. STONE, C.B.E.; 
P. D. Leake Professor of Finance and 
Accounting in Cambridge University, after pro- 
longed study have now made their proposals 
for a new index of retail prices.1 The committee 
recommend that the existing interim index be 
terminated, and a new one, the Index of Retail 
Prices, be instituted as from January 1956, to 
show monthly changes in the level of retail 
prices compared with January 1956 taken as roo. 
For obvious reasons of continuity they recom- 
mend that for a time there should be a supple- 
mentary calculation in which the ‘all items’ index 
figure in the new series is linked with the existing 
index to give a continuous series showing 
changes in the average level of retail prices since 
June 1947. 

It will be recalled that the basis of the existing 
index was the pattern of spending of the working 
classes in 1937-38 amended in the light of 
subsequent information obtained in national 
income and expenditure studies. From mid-1947 
to the beginning of 1952, the pre-war pattern of 
spending dominated the index. Modifications of 
the weighting system were recommended by the 
advisory committee, in their report of June 1951, 
to bring it more into line with post-war habits. 
These became effective from the beginning of 
1952 but a link with 1947 for ‘all items’ was 
maintained. Indeed; right up to the present time 
the figure quoted as the interim index of retail 
prices is based on June 1947100. Index 
numbers for the various groups have been given 
since 1952 with a January 1952 base. In their 
1951 report the committee also recommended 
that a full-scale inquiry into household ex- 
penditure should be undertaken. 

The weights for the new index and the com- 
modities priced are to be based on the results of 
this inquiry in which nearly 13,000 households, 
selected by approved sampling methods, took 
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part. These households supplied detailed records 
of their expenditure in three consecutive weeks 
of varying dates during 1953-54. Included in the 
total were a number of households in which the 
gross income of the head was over {£1,000 a year, 
and also some in which the main source of 
income was national -assistance or retirement 
pensions, although the returns from these were 
not used as they were regarded as not typical of 
households to which the index is to apply. 


' The number of budgets from which the pattern 
of spending was averaged was 11,640, and this 
selection is believed to be representative of 
nearly go per cent of all the households in 
Britain. In two respects, however, the spending 
pattern of the new index departs from that 
shown in the inquiry. Subscriptions, insurance 
premiums and betting payments are excluded, 
and greater weight is given to alcoholic drink 
and tobacco, expenditure on which was proved 
to be understated in the inquiry, as it was in 
1937-38. 

As one would expect from rising standards of 
living, food and fuel will have much less im- 
portance in the new ‘index, whilst clothing, 
household goods and travel, much more. The 
changes within the groups are even more striking 
evidence of the approach to so-called middle- 
class standards. Television sets, washing 
machines, second-hand cars, nylons and tele- 
phone rentals now find a place, as do the better ` 
quality foods. In the ‘housing’ group, the rental 
equivalent of owner-occupied houses and the 
costs of maintenance and repairs appear along 
with rent. 

Even so, the effect of these changes on the 
index will be very small. It has been officially 
stated that had the new set of -weights been 
used to calculate the index since 1953, the 
result would have been a lowering by one point 
of the January 1956 figure of 153. This disposes 
of the argument that the current index does not 
reflect the average trade unionist’s budget, the 
cost of which, it has been claimed, has risen more 
than the index. At the same time, the new ` 
index cannot be regarded as measuring changes in 
subsistence levels — a subject of obvious import- 
ance in pension and national assistance claims. 
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INTEREST ON. DEBTS IN A WINDING-UP | 


by W. H. D. WINDER, M.A., LL.M. 


the same rules apply with regard to the 

respective rights of secured and unsecured 
creditors and to debts as are in force under the 
law of bankruptcy. This general principle is to be 
found in Section 317 of the Companies Act, 
1948, which also tells us that all persons who 
would be entitled to prove for and receive 
dividends out of the assets of the company may 
come in under the winding-up and make such 
claims against the company as they respectively 
are entitled to. In the event of there being surplus 
assets available ‘in the winding-up of an insolvent 
company’, to use the words of Section 317, are 
creditors entitled to interest on their debts? 
The answer should be ‘Yes’, if one were thinking 
entirely in terms of the law of bankruptcy, but 
the answer given by the High Court in the case of 
In re Fine Industrial Commodities Ltd ([1955]| 
3 W.L.R. 940) was ‘No’, except in the case of 
judgment creditors. © > 

The reason for this decision lies outside the 
bankruptcy legislation. It will be recalled that 
Section 33 (8) of the Bankruptcy Act, 1914, is in 
these terms: 

‘If there is any SE after payment of the 
foregoing debts, it shall be applied in payment of 
interest from the date of the receiving order at the 
rate of four pounds per centum per annum on all 
debts proved in the bankruptcy.’ 

In spite of the words of Section 317 of the Com- 
_ panies Act adopting this provision of the bank- 
ruptcy code, it was held not to apply to an 
insolvent company which later finds itself in the 


JÈ the SE of an insolvent company 


position of being in possession. of a substantial ` 


surplus. Mr Justice Vaisey would have been very 
much disposed, if he had had a discretion in the 
matter, to allow interest to the simple contract 
creditors, but felt himself unable to do so. 


‘Insolvent’ Companies 


The question turns on the meaning of the words 
‘an insolvent company’ in Section 317. A petition 
was presented against the company in question 
and an order made for its compulsory winding-up 
on the grounds of insolvency, a liquidator being 
appointed for the purposes of the winding-up. 
. In the course of the winding-up it appeared to 

him that a debenture, which the company had 


Accordingly, the liquidator, o on the adt of 
counsel, instituted and prosecuted in ‘the 
Chancery Division an action for having the 
debenture set aside. The action was successful 
and as a result of it the liquidator had in hand the 
sum of {23,644 4s, having paid the creditors 
20s in the £ by three dividends. Certain of the 
shareholders requested the liquidator to seek the 
directions of the Court before paying interest 
to the creditors on the amounts of their respective 
proofs from the date of the commencement of 
the winding-up to the date of payment. If the 
action to set aside the debenture had not been 
successful there would have been a deficiency as 
regards the unsecured creditors of the company. 
It was argued with some force that the company 
must be treated as having been an insolvent 
company by reason of the proceedings which 
began with the presentation of the petition and 
continued with the order to wind it up. Those 
proceedings had gone on, it was urged, and must 
be deemed to be founded upon the assumption 
that it was an insolvent company. 

- These ents were not acceptable to Mr 
Justice Vaisey, but he decided the matter with 
considerable doubt. He said: 


“Although for some purposes during the winding- 
up proceedings this company must have been 
deemed to have been insolvent, it seems to me that 
when the time comes for dealing with the surplus 
it must no longer be deemed to be an insolvent 
company, but has to be treated as a company 
which is, and was, and always has been, ‘solvent. 
I agree that that is a curious conclusion to reach, 
because one would have thought that the payment 
of interest on debts was something hich would 
only operate where there was a surplus to which 
the subsection applied. But one only gets the 
incorporation of that section as a result of the 
opening words of Section 317 of the Companies 
Act, 1948, which begins, as I have already indi- 
cated, with the words: “In the winding-up of an 
insolvent company”. 


He thought that as soon as it is found that there is 


+ 


a surplus, the Court must be deemed to be no | 


longer winding up an insolvent company, but 
to be winding up a company which is solvent. 

On this argument, therefore, the unsecured 
creditors were really seeking to put themselves 
in the position, or were asking the Court to 


issued to one of its directors for securing thee put them in the position, of secured creditors or 


sum of £22,000, was capable of being impeached.. 


judgment creditors entitled to interest. Vaisey, J., 
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stances, solicitors; and why should it not appertain to 
accountants? 

‘Our other great problem concerns our inability to make 
provision for retirement by way of contributions which are 
allowed as expenses for tax purposes; no efforts have been 
spared to bring this matter to the notice of the Chancellor 
and -his advisers, and whilst I appreciate that owing to 
special circumstances nothing could be done in the last two 
Budgets, I do hope that the position will be rectified in the 
next one.’ (Applause.) 

Mr J. Colin Montgomery Williams, F.c.a., Hon. 
Secretary and Treasurer, and a Past President of the 
Society, proposing a toast to “The Guests’, conveyed 
the regrets of Mr Donald T. Owen, F.c.a., Vice- 
President of the Society, that he was unable to be 
present owing to illness. 

Major Traherne, responding, said that they who were 
not accountants in the tiresome days of the credit 
‘squeeze’ had come to value the advice of those who 


THE. ACCOUNTANT 


331 


had mastered the mysteries of accountancy. How im- 
possible life would be in the twentieth century without 
its assistance, he said. 

Mr Gilbert D. Shepherd, M.B.E., F.C.A. a Past 
President of the Institute dnd a member of the Council, 
proposed a vote of thanks to Mr Vaughan for presiding. 


‘He referred to the affection and esteem in which Mr 


Vaughan was held by members of the Society, adding 
an expression of their pleasure that he was now 
restored to health. In his reply, Mr Vaughan expressed 
appreciation of the work in connection with the dinner 
arrangements done by the Hon. Dinner Secretary, Mr 
Gwyn Bowen, A.c.a., by Mr Montgomery Williams, 
and by Miss K. M. Blundell. 


President Addresses Students 


In the afternoon, Mr Carrington addressed members 
of the Students’ Society and took tea with them. 


THE MANCHESTER CHARTERED 
ACCOUNTANTS’ STUDENTS’ SOCIETY 


ANNUAL 


A company of over 160 members and guests attended 
the annual dinner of the Manchester Chartered 
Accountants’ Students’ Society held at the Reform 
Club, Manchester, on March 16th. Mr J. A. Edwards, 
F.C.A., President of the Society, presided. 

Among the guests present were Mr D. V. House, 
F.C.A., immediate Past President of the Institute; the 
Rev. Eric Saxon, B.A., B.D., Rural Dean of the Cathedral 
Deanery; Mr J. F. Simpson, ong, T.D., Chairman, 
Manchester and District Branch of the Institute of 
Directors; and 


Messrs W. A. Bates (Liverpool Chartered Accountant 
Students’ Association); J. H Bell, B.A., F.c.A. (Vice-President, 
Manchester Society of Chartered Accountants); M. G. 
Gisborne S ottingham Chartered Accountant Students 
Society); I. H. Greig (Kingston upon Hull Chartered Account- 
ants’ Students’ Society), S. I. Holden (Leicestershire and 
Northamptonshire Chartered Accountant Students’ Seciety). 

Messrs C. C. Hunt (Senior Inspector of Taxes); M. 
Wheatley Jones, B.COM., F.c.A. (Member of Council of the 
Institute); R. H. Nelson (Northern Chartered Accountant 
Students’ Society); P. R. Rawson (Preston and District Char- 
tered Accountant Students’ Society); H. Richmond (Secre- 
tary, Manchester Stock Exchange); D. A. Rooley (Bradford 
and District Chartered Accountants’ Students’ Association); 
R. K. Seddon (Chairman, University Accountancy Soctety). 

.Messrs D. Shasha (President, Manchester Junior Chamber 
of Commerce); B. E. Smith (Sheffield and District Chartered 
Accountant Students’ Society), M. D. Stirling (Birmingham 
Chartered Accountant S ts’ Society); T. H. Weir 
one Manchester Law Students’ Society); P. L. Wood 

and District Chartered Accountant Students’ Assoct- 
ation). 

The toast of ‘The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr J. P, 
Simpson, who referred to the desirability of accounts 
being presented in a modern fashion so that people 
could understand what they were reading. Accountants, 
he said, could do valuable work if they explained to the 
uninformed public what profits were and why they had 
to be made. ‘I don’t admit that profits are something 
evil and to be despised as unworthy,’ he added. ` ` 

Mr House, responding to the toast, spoke of examin- 
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DINNER ` 


ations and reminded the students that the examiners 
were human, as well as practising accountants. 

He urged students to read The Accountant and 
articles in the financial Press, but warned them against 
the danger of studying until they were worn out. He 
advised them to leave it occasionally and go out because 
one of the main things in life was to keep gay. 

The Rev. Eric Saxon who proposed the toast of 
“The Students’ Society’, confessed that he deserted 
accountancy for the ministry of the Church twenty 
years ago, and said that the community needed not 
merely accountants, but good accountants and people 
with a high ideal of being efficient, well-trained and 
human. 


Society Founded Seventy-three Years Ago 


Mr Edwards, responding, drew attention to the fact 
that the Society was now seventy-three years old. 
Continuing, he said that a professional man without a 
liberal education was book-learned, self-sufficient and 
small-minded, and it was because of the wider educa- 
tion that was afforded by the universities and was not 
open to everyone that the society provided a full 
syllabus of evening meetings for the benefit of members. 
He expressed his regret that attendance at the evening 
meetings was not satisfactory, but said that he could 
not believe that would-be chartered accountants were 
being affected by that scrimshanking virus which had 
such a stranglehold on the country today. That, surely, 
he added, was beneath their dignity. He would rather 
think that the students considered some of the arrange- 
ments made had nothing to do with their examinations, 
but that was a wrong attitude to take up. It was their 
duty to develop their width of outlook as well as their 
depth of technical knowledge. 

The toast of “The Guests’ was. proposed by Mr 


GC Kelsall, a student member of the committee, and 


responses were made by Mr T. H. Weir, President of 
the Manchester Law Students’ Society, and Mr D. 
Shasha, President of the Manchester Junior Chamber 
of Commerce. 
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NOTES AND NOTICES 


Personal 


Messrs N. T. AFrorp & Co, Chartered Accountants, 
of National Provincial Bank Chambers, Nantwich, 
announce that-as from March aist, 1956, the firm 
name has been changed to AFFORD & EARNSHAW, 
and that their address will be District Bank House, 
Nantwich. 


Messrs FRYER, Sutton, Morris & Co, Chartered 
Accountants, of 26-28 Cross Street, Reading, 
announce that Mr P. G. S. Ee A.C.A., who has for 
some years been a member of their staff, will be 
admitted to partnership on April rst, 1956. 

Messrs Levy, Hyams & Co, Chartered Account- 
ants, of 36 Oxford Street, London, W1, announce 
that as from March 26th, they are opening an 
additional office at 7 Westminster Palace Gardens, 
Artillery Row, Victoria Street, London, SW1. 
(Telephone: Abbey 3804). Mr M. N. GOLDBERG, 
F.C.A., will be at the office at Westminster Palace 
Gardens, and Mr M. Hyams, B.8C.(ECON.), F.CA., 
will be at Oxford Street. 


Messrs Frep Harcreaves & Co, Certified Ac- 
countants, of Bow Chambers, 55 Cross Street, 
Manchester 2,. announce with regret the death, on 
Sunday, March rth, of their partner, Mr THOMAS 
Morton Rosson, F.a.c.c.A. The practice will be 
continued by the surviving partners, Mr Ean F. 
THORNLEY, F.A.C.C.A., and Mr SAMUEL A. FERGUSON, 
A.A.C.C.A. The name of the firm remains unchanged. 


Professional Notes 

Mr W. F. Brooks, A.C.A., is relinquishing his appoint- 
ment as secretary of Broadcast Relay Service Ltd, 
to take up an appointment as secretary of The 
British Electric Traction Co Ltd, with effect from 
April rst, 1956. 

Col. A. G. Young, D.8.0., T.D., C.A., 8.8.Cc., has been 
appointed to the board of Scottish Industrial Estates 
Ltd. 


Mr J. A. MacKerrell, F.S.A.A., F.LM.T.A., has been 
appointed secretary of the East Midlands Electricity 
Board. 

In Parliament ` 

Tax ALLOWANCES: INVALID WIVES 
_ Mr CHAPMAN asked the Chancellor of the Exchequer 
whether he is aware that a taxpayer with an invalid 
wife receives a tax allowance of {100 for a daughter, 
but that when the daughter leaves school and has to 
remain at home as housekeeper, the allowance is 
reduced to {40 at the same time as such services as 
home-helps are withdrawn; and what prospect he 

holds out of taking steps to remedy this anomaly. 


Mr H. Macmiuian: The Royal Commission on 
Taxation in its Second Report recommended that thé 
allowance of £40 should be withdrawn but that a 


special tax allowance should be granted for persons 
who are totally disabled. I am considering this and 
many other suggestions by the Commission, but I 
cannot anticipate my Budget statement. 

Hansard, March 13th, 1956. Written Answers. Col. 19. 


MINISTERS OF RELIGION: Tax ASSESSMENT 
Mr E. L. Matrarreu asked the Chancellor of the 
Exchequer why clergymen, beneficed and unbene- 
ficed, are taxed under Schedule E, and therefore 
treated less leniently as regards necessary expenses 

than doctors, who are taxed under Schedule D. 
Mr H. Brooke: Clergymen and ministers of 
religion are in general assessed under Schedule E 
because that is the schedule which applies to income 


from an office or employment. 


Hansard, March 15th, SS Written Answers. 
Col. 58. 


PROVISION FOR Deeg "TAXATION 


Sir I. Fraser asked the Chancellor of the Exchequer 
whether he has yet reached any conclusions with 
regard to the recommendations of the committee on 
the taxation treatment of provisions for retirement. 


Mr H. Brooke: I must ask my hon. friend to await 
my right hon. friend’s Budget statement. 

Sir I. Fraser: While his right hon. -friend is pre- 
paring his statement, will the Financial Secretary 
impress upon him that there is this section of middle- 
class persons, self-employed persons and professional 
persons which has no opportunity of saving, such as 
is available to wage-earners generally? 


Mr Brooke: I myself, on behalf of my right hon. 
friend, received a very authoritative deputation a few 
days ago from the accountancy profession and both 
branches of the legal profession, and I can assure my 
hon. friend that both the Chancellor and I are al 
seized of this issue. 


Mr Isaacs: Is the right hon. gentleman aware » that 
the question of this committee’s report has been 
raised over the last three or four years with the 
Chancellor, and can the right hon. gentleman give 
some hope of relief, not only to the class referred to 
by the hon. Member for Morecambe and Lonsdale 


(Sir I.. Fraser), but to working people who are in 


receipt of pensions, having as much as 4s or 5s a week ` 
deducted? 


Mr Brooke: The right hon. gentleman referred to 
‘three or four years’ ago, but the report of the com- 
mittee was actually published two years ago. I must 
say that I should be surprised if my right hon. friend, 
the Chancellor, could make his Budget statement this 
year without including some mention, positive or 
negative, of the subject. 


Hansard, March 15th, 1956. Written Answers. 
Cols. 549-550. 
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The Society of Incorporated Accountants 
- DINNER 


The President, Mr Bertram Nelson, C.B.E., J.P., 
F.3.A.A., and the Council of The Society of Incorpor- 
ated Accountants, gave a dinner last Wednesday 
evening at Incorporated Accountants’ Hall, London. 
The President was accompanied by Mrs Nelson, and 
among the guests were: 

Sir Godfrey Russell Vick, and Lady Vick; Mr and Mrs 
H. Beer; Mr and Mrs J. Blythe; Sir Ian Bolton; Mr and 
Mrs A. H. Clague; Mr and Mrs R. C. G. Clarke; Mr and 
Mrs J. Cowen; Miss D. de Zouche. 

Mr and Mrs H. B. Hone; Mr and Mrs J. C. Latham; 
Mr and Mrs E. H. V. McDougall; Mr and Mrs A. S. 
MacIver; Mr John Nelson; Mr and Mrs F. C. Osbourn; 
Mr Gilbert Shepherd; Mr and Mrs Ronald Staples. 

There were also present: 

Sir Richard Yeabsley, Vice-President of the Society, and 
Lady Yeabsley; other members of the Council and of the 
Society with their ladies; Mr I. A. F. Craig, Secretary of 
the Society, and Mrs Craig. 

There were no formal speeches. A toast to “The 
Guests’ was proposed by the President, and Sir 
Godfrey Russell Vick replied. 


London and District Society of Chartered 
Accountants 


DINNER AND DANCE 


The London and District Society of Gated 
Accountants held a dinner and dance at The Park 
Lane Hotel, London, on Friday, March 16th. Mr 
R. P. Matthews, B.COM., J-P., F.c.A., Chairman of the 
Society, presided, and with Mrs Matthews, Mr 
A. S. H. Dicker, M.B.E., F.C.A., Vice-President of the 
Institute, and Mrs Dicker, received the 340 members 
and guests who attended. 

There were no speeches and dancing continued 
until one o’clock. 

As on the previous similar occasions, the event was 
a most outstanding success and the Chairman, Com- 
mittee and the Hon. Secretary of the Society, Mr 
J. W. G. Cocke, T.D., M.A., A.C.A., are to be warmly 
congratulated on the admirable results of their hard 
work. 


The Chartered Accountants’ Beneyolent 
Association 


ANNUAL MEETING 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
ECz, at 2.15 p.m. next Wednesday. 


The Institute of Chartered Accountants 
in Ireland 
New MEMBERS OF THE COUNCIL 
Mr G. A. P. Bryan, A.C.A., Local Government 
Auditor (Northern Ireland), and Mr M. M. Connor, 
M.COMM., A.C.A., secretary of The Industrial Credit 
Co Ltd, Dublin, have been co-opted to the Council 
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of The Institute of Chartered Accountants in Ireland. 
These two new members, together with Mr J. F. 
Dempsey, B.COMM., A.C.A, Whose election was 
announced in our last issue, are the first Associates 
of the Institute to become members of the Council. 


Accountant Appointed Director of 
U.S. Budget Bureau 


Mr Percival F. Brundage, c.p.a., has been appointed 
ae my Director of the Bureau of the 
Budget by President Eisenhower. 
Mr Brundage, who was appoint- 
ed Deputy Director in May 1954, 
is a former senior partner in the 
firm of Price Waterhouse & Co, 
New York. A past President of 
the American Institute of Ac- 
; countants, Mr Brundage was a 
s rapporteur at the Sixth Inter-. 
anal ae on Accounting held in London in 


1952. 





o 


Manchester Sosiety | 
of Chartered Accountants 


Sir Russell Kettle, F.c.a., has accepted an invitation 
from the Manchester Society of Chartered Account- 
ants to address a meeting of members in the Chartered 
Accountants’ Hall, 60 Spring Gardens, Manchester, 
on Monday, April gth. 

Sir Russell will speak on ‘Reminiscences and 
reflections’ and the meeting will commence at 6 p.m. 
following tea in the Three Shires Restaurant at 


5-39 p.m. 


London Industrial Chartered Accountants’ 
Group 


First DINNER 


The first dinner of the London Industrial Chartered 
Accountants’ Group was held at the Swedish 
Luncheon Club, ‘Trinity Square, London, on 
Wednesday, March 14th. Mr C. W. Aston, A.C.A., 
chairman of the Group, presided, and with Mrs 
Aston, received the forty-nine members, guests and 
ladies who attended. 

The guests included Mr W. S. Carrington, F.c.A., 
President of The Institute of Chartered Accountants 
in England and Wales, and Mrs Carrington; Mr 
Donald V. House, F.C.A., immediate past president 
of the Institute, and Mrs House: Mr R. P. Matthews, 
B.COM., J.P., F.C.A., Chairman of the London and 
District Society of Chartered Accountants, and Mrs 
Matthews; Mr Alan S. MacIver, M.C., B.A., Secretary 
of the Institute, and Mr Derek du Pré Editor of 
The Accountant. 

A toast to the Institute was proposed by Mr Aston 
and Mr Carrington replied. The guests were wel- 
comed by Mr K. F. Suggett, A.C.A., chairman-elect, 
and Mr House expressed their pleasure at being 
present. Mr J. Latham, C.B.E., A.C.A., in proposing 
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a vote of thanks to the chairman, congratulated Mr 
Aston on a successful term of office. Mr Aston replied. 
A tribute was also paid to Mr E. H. Davison, 
A.C.A., for his excellent work as honorary secretary for 
several years. 


P. D. Leake Professor of 
Finance and Accounting Lectures in Turkey 


Professor J. R. N. Stone, c.B.z., MA, P. D. Leake 
Professor of Finance and Accounting in the Uni- 
versity of Cambridge, is at present in Turkey for a 
two weeks’ visit to lecture for the British Council. 
He is giving a series of lectures in Ankara and 
Istanbul on some aspects of the theory of accounting. 
The series has béen arranged in co-operation with 
the Turkish Ministry of Finance and the Faculties of 
Political Science in the universities of Ankara and 
Istanbul. 

Professor Stone has been closely associated ‘ith 
international attempts to standardize and make 
comparable national accounting information in 
different countries. Froth 1950 to x951 he was 
adviser to the GE Ge of India on the setting up 
of the first National Income Unit in Delhi. 


The Reading and District Group of 
Chartered Accountants 


The first function of a social nature of the Reading 
and District Group of Chartered Accountants took 
See on March gth, when a highly successful 
uncheon meeting was held at The Great Western 
Hotel, Reading. 

Mr E.H. Carpenter, A.C.A., Chairman of the Group, 
presided over a company of seventy members and 
guests, among whom were Lord and Lady Palmer, 
Prof. J. M. R. Cormack, M.A., Deputy Vice-Chancellor 
of Reading University, and Mrs Cormack, and Mr 
R. P. Matthews, B.COM., J.P., F.c.A., Chairman of the 
London and District Society of Chartered Account- 
ants, and Mrs Matthews. 

Mr Oswald Francis, M.C., F.c.A., proposed the toast 
of “The Guests’, and Prof. Cormack replied. Mr 
N. A. Smith, B.A., F.C.A. , Vice-chairman of the Group, 
also spoke. 

The arrangements for the luncheon were made by 
the Hon. Secretary of the Group, Mr J. Sewell, A.C.A., 
to whom inquiries concerning the Group should be 
sent. His address is: c/o Messrs John Warrick & Co, 
Monarch Works, Caversham Road, Reading, Berks. 


Liverpool and Manchester Students’ 
Residential Course 
The fourteenth residential course for students to be 
arranged by the Liverpool and Manchester Societies 


of Chartered Accountants, which was announced in - 


our issue of February 25th, was held this week at 
Burton Manor, Burton-in-Wirral; 

It is now seven years since the first course was 
arranged and the one held this week again proved 
most instructive and successful. CSS lectures were 
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given in the Intermediate course and theré was. also 
a discussion on general commercial knowledge topics 
under the chairmanship of Mr P. C. Lloyd,-F.c.a. 
In the Final course there were nine lectures, together 
with a Brains Trust on general financial knowledge 
with Mr J. F. Allan, ¥.c.a.,-as chairman of a panel 
comprising Mr G. F. Saunders, F.c.A., Mr-C.- 
Paton, a.c.A., Mr I. Buchanan and Mr J R. Dale, 
B.SC. (ECON. y After the lectures, in both courses, there 
was group discussion and in the evening there.was a 
further talk by the lecturer in We he dealt with 
students’ questions. 


Office Management Association 


Dr J. M. S. Risk, B.COM., PH.D., C.A, F.C.W.A.’ 
A.C.I.S., M.I.I.A., is to address a spring conference 
organized by the Glasgow and West of Scotland 
branch of the Office Management Association being 
held at the Peebles Hydro Hotel on April 27th to 2gth. 
Dr Risk’s subject will be ‘Classification and coding’. 
The conference will be open to members. of ‘the 
Office Management Association and to delegates 
from industry and commerce. Further information 
may be obtained from the conference secretary, Mr 
H. A. McGeorge, 0.8.8., A. F. Stoddard & Co'Ltd, 
Glienpatrick Works,. Elderslie, Renfrewshire. 


Cost Accountants’ Regional Conference 
The Institute of Cost and Works Accountants is 


holding a South-west Regional Conference today, 


March 24th, at the Pump Room, Bath. The conference 
is being sponsored by the Bristol and District Branch 
of the Institute, together with the South Wales and 
Monmouthshire, Exeter, North Gloucestershire and 
Swansea and District Branches. 

Two papers are being presented; they are “The 
language of business’, by Mr Gordon Hanby, A.C.W.A., 
of the Bristol Aeroplane Co Ltd, Filton, and ‘Investi- 
gations and reorganizations’, by Mr H. W. Inglis, 
F.C.W.A., of the Plessey Co Ltd, Swindon. Both papers 
will be followed by general discussion. 


The Chartered Aecim 
Students’ Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Tuesday, 6 p.m. Demonstration of Burroughs Accounting 
Machines (limited number). 

Wednesday, 5.30 p.m. Demonstration of Underwood 
Accounting Machines (limited number). 


ASSOCIATION FOOTBALL 


In a recent match with St Bartholomew’s Hospital, 
the London Students’ Society won a hard-fought 
game by seven goals to five. 

The Students, who were playing a man short, 
took the lead after fifteen minutes through a goal by 
D. Simpson, but then conceded two quick goals. 
However, they regained the lead before half-time 
with goals by N. Wilby and Simpson. 

In the second half, St Bartholomew’s thrice 
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-equalized after the Students had gone ahead, the 
defence having a difficult task trying to cover the open 
spaces caused by the shortage of one man. The team 
fought back well, however, and Simpson settled the 
result by scoring two goals in the last fifteen minutes. 
Simpson, who was playing at outside-right, had a 
field-day, scoring five goals for the Students. 
The Students’ team was as follows: 


Our Weekly Problem 
No. 112: ICE-WARMING 


Mr L. U. Sidate was looking at the bonus earned by 
each of the three operatives on the new ice-warming 
machine. 

“They will soon get {10 a week,’ he observed. 
The amount in pounds, shillings and pence consisted 
of three digits. “Very remarkable!’ he added. “When 
you multiply the bonus by three the total amount is 
made up of the remaining five digits.’ 


What was the bonus? 
The answer will be published next week. 


ANSWER TO No. 111: AGE AND TAX 
If x is Miss Reserve’s age and y the age of her substitute 
asx* — 497 = 59,249 pence 
(5% + 2y) (5% — 2y) = 59,249 
5x + 2y = 331 
5% — 2y = 179 
x= 5I y = 38 
Miss Reserve’s age was, therefore, 51. 
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SEVENTY-FIVE YEARS AGO 
From he Accountant op Marcu 26TH, 1881 
Letter to the Editor entitled 
S TOUTING 

Srr,—As a specimen of the disreputable system of 
touting, I beg to trouble you with a copy of a letter 
sent to creditors in a recent case. The author of that 
letter is not, I believe, either a Fellow or an Associate 
of the Chartered Accountants of England, and might 
have had some justification for his conduct, except 
for the fact that after much exertion he was found to 
represent one creditor for £5 roa. 


Manchester, 
17th March, 1881. 


Yours, &c., 
F.C. A. 


(Copy) 

GENTLEMEN,—I am appointed by trade creditors . 
herein to represent them at this meeting with a view 
to investigating matters. 

There appear to be some large claims by parties 
not ordinary trade creditors, one as much as £300, and 
my clients desire me to Ge 3 investigate such 
claims. . 

Will you please favour me with your proof and 
proxy to assist me in this object. 

By doing so you will not incur any expense, and 
your interests will be protected. 

I may mention that upon the application of the 
debtor’s solicitors a receiver who is the nominee of 
the debtor’s own solicitors has been appointed, but 
I. shall be representing creditors’ interests only, 
and by supporting me with your proofs and proxy, 
you will assist the interests of the trade creditors. 

Yours very truly, 





THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on March yth, 1956, who 
completed their Fellowship or Membership before 
March zoth, 1956. 


Associates elected Fellows 


Appleby, Arthur; 1947, A.C.A.; (Charles Eves, Lord & Co) 
and (Shore & Strover), 19-21 Moorgate, London, ECa. 


Coakeley, Brian Anthony; 1926, A.C.A.; (Herbert Quick 
& Co) 778 Barking Road, London, E13. 

Comley, Edwin John; 1937, A.C.A.; (*Stanley Holmes & 
Co), 68 Pall Mall, London, SW:. 

Coutts, Ian Dewar; 1949, A.C.A.; (Martin & Acock), West- 
minster Bank Chambers, 69 London Street, Norwich, 
and at Swaffham and Watton. 

Crossley, Bertram; 1912, A CA: (Joseph Crossley & Sons), 
55 Cross Street, Manchester, 2. 


*placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


Crossley, Ernest Foster; 1937, A.C.A.; (Joseph Crossley 
& Sons), 55 Cross Street, chester, 2. 

Curtis, Roger David; 1949, A.C.A.; (W. T. Walton & Son) 
and (Basil L. Denton & Co), Marlow House, Lloyd’s 
Avenue, London, EC3, and at Liverpool and West 
Hartlepool; also at Stockton-on-Tees (*W. T. Walton, 
Son & Rowland). 


Farmiloe, Geoffrey Daniel; 1949, A.C.A.; (Farmiloe & 
Co), Prudential Buildings, St Philip’s Place, Birmingham, 


3. 

Farmiloe, Stanley Trevarthen; 1946, A.C.A.; (Farmiloe & 
Co), Prudential Buildings, St Philip’s Place, Birming- 
ham, 3. 

Gardner, William George Andrew Bates; 1939, A.C.A; 
(Wright & Westhead), 1 Martin Street, Stafford, and at 
Wolverhampton. 


Heatley, William Richard Juer; 1950, A.C.A; (Geo. W. 
Elcock & Co), 1075 Warwick Road, Acock’s Green, 
Birmin aj. . 
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Joynes, Ronald Arthur; 1949, A.C.A.; (Payne, 
Fraser & Co), 17 Bedford Row, London, WC1. 
Marsden, George Philip; 1950, A.C.A.; ("Armitage & 

Norton), Somerset House, H 
Nash, John Federick; 1950, A CA: (Nash & Co), Parkstile 
Chambers, Market Street, Kettering. 
Percival, Harry; 1929, A.C.A.; (Joseph Crossley & Sons), 
Bow Chambers, 55 Cross Street, Manchester, 2 
Ravenscroft, Raymond; 1947, A.C.A.; (Littleboy, Gillett & 
Co), 7 George Road, Edgbaston, Birmingham, 15. 
Wrench, John James; 1950, A.C.A.; (Payne, Stone, Fraser 
& Co), 17 Bedford Row, London, WC". 


Stone, 


(Not in England or Wales) 

Lindsay-White, Cyril Gordon ‘Thomas; 

(*Ford, Rhodes, Thornton & Co), Times of Ceylon 

GE Main Street (P.O. Box 186), Colombo, 1, 
ylon 


Admitted as Associates d 


(Not in Practice) 
Alderman, Frederick Alan, 121 Brunswick Street, Learning- 
ton Spa. 
Anderson, Keith Geoffrey, with Wheeler, Hegarty & Co, 
Bevois House, 27-30 Basinghall Street, London, EC2. 
Antia, Jamshed Mepwanji, 8.8c.(ECON.), with Josolyne, 
Miles & Co, 28 King Street, London, EC2. 

Appleby, Geoffrey Bryan, 4 Highbury Road, Whalley 
Range, Manchester, 16. 

Archbold, John Thomas Ashurst, with F. Phillips, 45 
Heaton Road, Newcastle upon Tyne, 6. 

Armitage, Eric Davies, 13 Harper Street, Oldham. 

Arnold, Brian, 33 Parliament Court, Parliament Hill, 
Hampstead, London, NW3. 

Arrandale, Brian, 11 Carlton Range, Gorton, Manchester, 


18, 

Ashley, Cedric Walter, with William S. Ogle & Co, 90 
Gresham House, 24 Old Broad Street, London, EC2. 
Astill, Henry David, with Lysons, Haworth & Sankey, 

Midland Bank Building, Spring Gardens, Manchester, 2. 


Bacon, Theodore Sidney, with Critchley, Ward & Pigott, 
Boswell House, 1-5 Broad Street, Oxford. 

Baker, Howard Herbert, with Bowker, Stevens & Co, 
oo College Chambers, Paradise Street, Birming- 

a 

Baker, John Ramsden, with Ham, Jackson & Brown, 
Albion Chambers, Bristol, 1. 

Baker, Terence, 25 Framfield Road, Uckfield, Sussex. 

Baldwin, Arthur Crabtree, with Parkinson, Mather & Co, 
10 Norfolk Street, Manchester, z. 

Balfour, Michael Selby, 119 Stafford Court, London, W8. 

Panum, James Bray, West Park, Iddesleigh, Winkleigh, 

evon. 

Bardwell, John Edward, 27 Benacre Road, Ipswich. 

Baxter, John Michael, “The Hayes’, Hartshill, Nuneaton, 
Warwickshire. 

Bayliss, John William, 13 Cranborne Road, Barking, Essex. 

eee Brian Edward, 21 Mitcham Park, Mitcham, 

urre 
ae Bobert Ian, B.A.(COM.), 7 Chessington Road, Ewell, 


Ba. Alan Peter, with Warner, Braff & Co, City Gate 
House, Finsbury Square, London, E.C.2. 

Beetson, John Stuart, 121 Hayling Avenue, 
Portsmouth. 

Bennett, Donald, 8.sc.(gecon.), with Bennett, Nash & Co, 
69 Gloucester Place, London, W1. 

Bentall, John Anthony Charles, B.A., with Woolger, Hennell, 
Scott-Mitchell & , 165-167 Moorgate, London, ECa. 

Bentley, Alan William, 25 Cranage Crescent, Wellington, 
Shropshire. 

Berkinshaw-Smith, Bernard Cyril, B.A., 


Copnor, 


with Cooper 
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Brothers & Co, 14 George Street, 
London, EC4. 

Berry, Martin Smith, 30 Rutland Street, Colne, Lancashire. 

Berry, Peter John, 81 St John’s Road, Scarborough. 

Birch, Donald James, 27 Arnold Road, Northampton. 

Bird, Colin Arthur, ‘Dunromin’, Wharfe Grove, Wetherby, 
Yorkshire. 

Birkett, Michael John, 35 Pine Walk, Carshalton Beeches, 
Surrey. 

Bleasdale: Antony, Paddington House, 514. Manchester 
Road, Paddington, Warrington, Lancashire. 

Boardman, Dennis Charles, B.8C., with Edwin Bradshaw & 
Son, 3 Springfield Street, Warrington, Lancashire. 

Bogle, Peter Douglas, 4 Green Lane, Buxton, Derbyshire. 

Bolton, Norman Hugh, "o Gamull Lane, Ribbleton, 
Preston, Lancashire. 

Booth, Robert Brian, 41 Ambleside Avenue, Bradford, 9. 

Bradford, Roger John, 15 Kellaway Avenue, Westbury 
Park, Bristol, 6. 

Brand, Edward Willmott, ‘Dalmuir’, The Rath, Milford 
Haven, Pembrokeshire. 

Brenner, "Alan Maurice, 24. Niesetostes Gardens, Barking- 
side, Liford, Essex. 

Bromfield, J ohn Roger, ‘Burghley’, 2nd Avenue, Caister- 
on-Sea, ’Norfo 

Brooke, David Newton, with W. H. Shaw & Sons, Midland 
Bank Chambers, Market Place, Dewsbury, Yorkshire. > 

Brown, David Paget, 407 Hood House, Dolphin Square, 
London, SWT. 

Brown, Roger Murray, 27 North Drive, Heathfield Park, 
Birmingham, 20. 

Budden, Derek Ernest Arthur, 83 Prebend Gardens, 
Stamford Brook, London, W6. 

WEE John, 54 Coniger Road, Hurlingham, London, 


Mansion House, 


Burnett, William, 30 Park Lane, Bootle, Liverpool, zo. 

Butler, Brian John, 119 Cowley Road, Littlemore, Oxford. 

Butler, Ian David, ‘Crowtrees’, Duffield, Derbyshire. 

Butterick, Peter Stephen, 86 Cawdor Crescent, Hanwell, 
London, W7. 


Carmichael, Roy Douglas, 5 Mayfair Avenue, Bexleyheath, 
Kent. 
Castle, Norman Joseph, B.sc.(ECON.)}, with Cooper Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 
Chadwick, Raymond Leslie, 34 Cliffsea Grove, Leigh-on- 
Sea, Essex. 

Chapman, John Howard, 64 Upwood Road, Lee, London, 
SE1r2. 

Charman, John Softly, 14 Sherwoods Road, Watford 
Heath, Watford. 

Chubb, Peter William Brown, 31 Noel Road, Acton, 
London, Wi ` 

Clark, John Vincent Michael Gordon, ‘The Old Cottage’, 
Mickleham, near Dorking, Surrey. 

Cohen, David, 18 Poynders Road, Chahin London, SW4. 


Cole, Leslie Ronald, ‘Five Bells’, Stanwell, near Staines, 

Middlesex. 

Cole, Michael William, “Trecarian’, Boscoppa, St Austell, 
Cornwall. 

Collings, Stuart Gordon, 32 West Acres, Alnwick, North- 
umberland. 

Collins, Basil Leon, LL.B., School Lane, Swillington, 
Woodlesford, Leeds. 

Coney, Michael Greatrex, 1114 Bristol Road South, 
Northfield, Birmingham, 3r. 

Conway, Terence Peter, with Jackson, Pixley & Csi Kent 
House, Telegraph Street, London, EC2. 

Corbin, Ian George, with Edmonds & Co, Pearl Buildings, 
Commercial Road, Portsmouth. 

Corless, Stephen Webster, 14 Churchill Avenue, Birken- 
head, Cheshire. 

Cornish, Percy Fred, with Leonard G. Lane, Scotten & Co, 
34~40 Ludgate Hill, London, EC4. 

Cotton, Michael Joseph, 106 Woodside Road, Beaumont 
Park, Huddersfield. 
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Courtney, Denis Anthony, 5 Polam Road, Darlington, Co. 
Durham. 

Courtney, Peter Harvey, 87 Grove Crescent, Colindale, 
London, NWo. 

SEN John Whitboume, 42 Fryent Way, Kingsbury, 


Creek, Ee George, B.A., with Porritt, Rainey & Co, 
Ibex House, Minories, London, EC3. 

Crosse, Horace Hale, 147 Whitchurch Lane, Edgware, 
Middlesex. 

Cundy, Wiliam Brian, 29 Wyndham Avenue, Bolton. 


David, Colin Prichard, ‘Little Orchard’, Llandaff, Cardiff, 

Davies, Roy Kenneth, 1 Eglington Road, Chingford, 
London, E4. 

Dawson, Charles William, 3 Pen-y-ghent View, Settle, 
Yorkshire. 

Day, Michael John, ‘Kanawana’, Burton Lane, Great Glen, 
Leicester. 

de Banzie, Eric Statham, B.A., with Smallfield, Fitzhugh, 
Tillett & Co, 24 Portland Place, London, Wi 

de Morgan, John Egerton Claridge, ṣo Pebworth Road, 
Harrow, Middlesex. 

Denza, Jehn, B.A., with Spicer & Pegler, ig Fenchurch 
Street, London, EC3. 

de Putron, John Whitehead, B.A., with *Price Waterhouse 
& Co, 3. Frederick’s Place, Old "Jewry, London, EC2. 

Pane, Peter Berridge, 33 Cedarcroft Road, Chessington, 

urrey. 

Diamond, Laurence Stanley, 15 Cotswold House, Stamford 
Hill, London, N16. 

Donovan, Michael James, 30 Cantelowes Road, London, 


NWI1. 

Douglass, John Sholto, with Winter, Robinson, Sisson & 
Benson, 16 Market Street, Newcastle upon Tyne, 1. 

Dove, Jack Richard, 20 Bush Hill, Weston Favell, North- 
ampton. 

Downton, Jack Raymond, with Carlill, Burkinshaw & 
Ferguson, 2 Parliament Street, Hull. 

Dudley, Peter, 5 Hilders Road, Western Park, Leicester. 

Dunbar, Alexander Hamilton, 3 Chesham Place, Bowdon, 
Altrincham, Cheshire. 

Dunsdon, John Maurice, with Whitaker & Redfearn, Market 
Place, St Ives, Cornwall. 

Dwyer, Philip Harris, with William S. Ogle & Co, go 
Gresham House, 24 Old Broad Street, London, EC2. 


Eades, Colin William, 85 Hursley, Winchester, Hants. 
Etor, John Richard, 43 Beechwood Avenue, Mutley, 
Plymouth. 
SE Simon Flower, B.A., Whitewell House, Cranbrook, 
ent. R 


Farbridge, Nicholas Brisco, with Bell & Co, Lime Street, 
High Street, Bedford. 

Farrant, Norman Frank, 64 Montana Road, Tooting Bec, 
London, SWr7. 

Faulder, Robert David Noel, with McCabe & Ford, 
Market House, 17 Hart Street, Maidstone, Kent. 

Fautley, John Bernard, 276 Woodgrange Drive, Southend- 
on-Sea, Essex. 

Fernando, Malawige Tissaka Lal, 212 Old Brompton Road, 
London, SWs. 

Nee John Barry, 2 Windley Crescent, Darley Abbey, 

erby. 

Fletcher, Derek Frank, 33 Westbourne Avenue, Emsworth, 
Hampshire, 

Fletcher, Thomas Anthony Charles, 127 Alfreton Road, 
Sutton-in-Ashfield, Notts. 

Flew, Jack Howard Manders, B.A., with Hartleys, Wilkins 
SC 1 Central Buildings, Westminster, London, 

ic 

Flisher, (Miss) Maureen Anne, with E. Watts & Co, 7 
Victoria Street, London, SW1 

Flory, Peter Clifford, B.A., 11 Park Avenue South, Harpen- 
den, Hertfordshire. 


THE ACCOUNTANT 


337 


Franklin, Dennis Austin, 9 Pelham Avenue, Scarthoe, 
Grimsby, Lincolnshire. 

Fraser, Rodney, 13 Watergate Lane, Woolton, Liverpool. 

ae Roger Nicholas, 5 Dobcroft Close, Ecclesall, Shef- 
eld, 11. 


Gale, Denis Herbert, 80 Ainsworth Lane, Bolton, Lancs. 

Gedge, John Brian, with C. J. Vane & King, 36 Calthorpe 
Road, Edgbaston, Birmingham, 15. 

Gillbanks, ae Henry, with E. G. S. Jackson, Midland 
Bank Chambers, 81 Queen’s Road, Bristol, 8. 

Goddard, Raymond Haynes, with Blakemore, Elgar & Co, 
124 Chancery Lane, London, WCz2. 

Godfrey, Edward Charles, 29 Kedleston Road, Leicester. 

Goss, Bryan John, with S. H. Buckland & Son, Moorgate 
House, 6 Christina Street, Swansea. 

Gould, Thomas Brian, with John Adamson, Son & Co, 
1 Chancery Place, Booth Street, Manchester, 2. 

Graff, Gerald Michael, 135 Uxbridge Road, Hanwell, 
London, W7. 

Ca Anthony Barrie, 33 Reddown Road, Coulsdon, 

urrey. 

Grantham-Hill, Rodney Peter, with Lovewell Blake & Co, 
2 South Quay, Great Yarmouth. 

Gray, Robin, with J. Dix Lewis, Caesar, Duncan & Co, 
TI2-Il4 on Street, London, EC4. 

Green, Noel Grenville, 86 Coventry Road, Warwick. 

Greenall, John, 357 Alton Street, Crewe, Cheshire. 

Gregson, Stanley, 14 Market Place, Durham. 

Griffin, William Bramwell, 5 Ma Avenue, Anlaby 
High Road, Hull. 

Grigg, Donald, with *Lybrand, Ross Bros. & Montgomery, 
3 St James’s Square, London, SWT. 

Grundy, John James Frederick, with Morrish, Walters & 
FA Provincial House, ọ8—106 Cannon Street, London, 


Hackett, (Miss) Sheila, with Ward Platt & Co, Bank 
Chambers, 3 Cook Street, Liverpool, 2. 

Haine, William Ian Bruce, with Turquand, Youngs & Co, 
19 Coleman Street, London, ECz. 

Hancock, Ian Chater Wells, B.com., Flat 2, Long Leys, 
Coleshill Road, Water Orton, near Birmingham. 

Harrington, Robert William, 22 Eshe Road, Blundellsands, 
Liverpool, 23. 

Harris, Cecil David, 30 Somerdale Avenue, Knowle Park, 
Bristol, 4. 

Harris, Geoffrey, 85 Longwood Gardens, ford, Essex. 

Harris, Malcolm Barry, 176 Stoke Newington Road, 
London, Nr6. 

Hart, Oliver Nicolas Norwood, Wressle House, near Brigg, 
Lincolnshire. 

Harwood, Peter Herbert, with Dixon, Kiernan & Elliott, 
Haworth’s Buildings, 5 Cross Street, Manchester, 2. 

Hawkins, John Edward Benjamin, with *Dommett Soper 
EEN Copthall House, 13 Copthall Avenue, London, 


2. 

Head, Brian Arthur Edward, 8 Wharfedale Gardens, 
Thornton Heath, Surrey. 

Hearn, Michael Thomas, with A. T. Chenhalls & Co, 
115 Chancery Lane, London, WCz. 

Hellen, David Robert, 38 Heather Way, Romford, Essex. 

Hemus, David John, with H. Overton, Salt & Co, 85 
Edmund Street, Birmingham, 3 

Henson, Brian Albert Voie o Frobisher Close, Eastcote, 
Pinner, Middlesex. 

Herring, John Frank, with Angus, Whiting & Co, 42 Grace- 
church Street, London, EC4: 

E, Derrick Richard, 4 Weat Close, Greenford, Middle- 


Hill, Geoffrey Arthur Brian, with Nevill, Hovey, Gardner 
& Co, 94 Old Broad Street, London, EC2. 

Hillier, David, 3 Lamberts Road, Surbiton, Surrey. 

Hobbs, John "Peter, The Croft, London Road, Retford, 
Nottinghamshire. 

Hobson, John Marie Francis, with Walton, Watts & Co, 
Chancery Chambers, 55 Brown Street, Manchester, 2. 
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Hodges, Michael Thomas Joseph, 10 Bouverie Avenue 
South, Salisbury, Wiltshire. 

Hollingsworth, Rex Noel, 5 Warminster Drive, Sheffield, 8. 

Horne, John Stafford, B.A., with Alabaster, Stray Sr Clogg, 
48 Cannon Street, London, EC4. 

Horton, Peter, with K. C. Moore, 24 Queen Square, Bath. 
Houchin, Max Edward, B.A„ with Blackburns, Robson, 
Coates & Co, 59 New Cavendish Street, London, Wi. 
i Michael Marshall, rt Foxley Hill Road, Purley, 


urrey. 

Howling, Richard John, 13 Wentworth Street, St John’s, 
Wakefield. 

Hughes, John Roger, 2 Belle Vue Terrace, Treforest, 
Pontypridd, Glamorgan. 

Wullah, John Maurice, c/o Walter Baird & Co, 1a Frodsham 
Street, Chester. 

Humphries, Brian Bernard, 5 Mayfield Road, Kilner Park, 
Ulverston, Lancashire. 

Hunter, Ian, 106 Dentons Green Lane, St Helens, Lancs. 

Hutchings, J ohn Attwood, B.A., with Stoy, Hayward & Co, 
22 Upper Grosvenor Street, London, W1. 

Hymas, Peter David, ‘Farndale’, The Grove, Harrogate. 


Illingworth, Derek, 12 Worthing Street, Wyke, Bradford. 


Jackson, John Francis Norman, a Belle Vue Drive, Sunder- 
d, Co. Durham. 
Jackson, Robert Jose, with “Evans, Peirson & Co, Portland 
House, 73 Basinghall Street, London, EC2. 
Jacobs, David Anthony, B.COM., 5 Shirehall Close, Hendon, 
London, NW4. 
Jay, I lan, 28 Bickenhall Mansions, Baker Street, London, 


Jones, Robert Court, The Lodge, Eaton Bank, Duffield, 
near Derby. 


Joynt, Frank Gordon, with James Watson & Son, Lioyds ` 


Chambers, Lowther Street, Carlisle. 


Kapoor, Romesh, with Binder, Hamlyn & Co, 121 Queen 
Victoria Street, London, EC4. 
Kember, William Percy, 2 Oakwood Avenue, Purley, 


Surrey. 
Kent, Frederick Charles, 8.8c.(gCON.), with Charles Comins 
Co, 50-Cannon Street, London, EC4. 
Kingsley, Walter, B.A.(COM.), 23 Basing Hill, London, 


NwWit. 

Kneller, Godfrey Meinrad, “The Paddock’, Denham 
Lane, Chalfont St Peter, Buckinghamshire. 

Dae John Anthony, 5 Wood Lane, Streetly, Stafford- 

Krieger, John, 169 Anson Road, Cricklewood, London, 
NWa2. 

Ladevéze, Jack Edward, with K, Redhead & Co, 15 Craven 
Street, ‘Strand, London, WCa2. 

Laing, David Maxwell, 4 Knights Crescent, Tettenhall, 
Wolverhampton. 

Lawton, Tom, 7 Alandale Avenue, Audenshaw, near 


chester. 
SC William Henry, Pembroke Lodge, Roundhay, Leeds, 


Ley, Brian William, s Springfield, Road, Wallington, 
urrey. 

Leigh, George Randle, ‘Montana’, Larkhill Lane, Fresh- 
fi cashire, 


Weng. Ronald. with: @Maua Judd EECH 
Place, Old Jewry, London, EC2, 
eae Jobn Robert, ‘Windrush’, Ascombe Road, Dorking, 


a Aste ‘Paul, 34 Arundel Road, Eastbourne, 
user, 
Lindley, Duncan William Burns, Follifoot Ridge, near 


Harrogate. 
se lg John Alfred, Milford Road, Duffield, Derby- 
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Llewellyn, John Edward Charles, ‘Downhead’, Southdown 
Road, Seaford, Sussex. 
SEN James Frederick, 128 Harbut Road, London, 
Wit. 
Loxley, Thomas Brian,. B.COM., with Buckley, Hall, Devin 
& Co, National Provincial Chamhers, Silver Street, Hull, 


Lumsden, Peter James Scott, B.A., with *Price Waterhouse 
& Co, 3 Frederick’s Place, Old Jewry,.London, ECz. 


McAnulty, Michael Charles, 36 Percy Street, Derby. 

McHugo, Brian Eyre, B.A, with Annan, Dexter & Co, 
21 Ironmonger Lane, London, ECz. 

McKenzie, Ian Colin, ‘Clovelly’, Sanderstégd Road, 
Sanderstead, Surrey. 

Main, er Robert, 50 Cottesmore Gardens, Leigh-on- 


Sea, 

Manklow, Ivor Gerald, wath *Russeli, Fleming, Boys & 
Co, 94 Church Road, Hove, 3, Sussex. 

Mark, Peter Hinton, B.A., “The Arches’, Eaglescliffe, 
Stockton-on-Tees, i 

Mark, Ronald William, 65 Caviend: “Avenue, Fenham, 
Newcastle upon Tyne, 4. 

Marks, Brian John, 64 Fitz Roy Avenue, Harborne, Birm- 
ingham, 1 17. 

Martin, John Anthony Cloete, B.A., with Gapa Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 

Masterton, Noel John, 59 Manor Road, Dorridge, Warwick- 


Mattock, Hector James, 72 Heath Park Road, Romford, 
Essex. ` 


May, Colin Jobn, 82 Ferndale Road, Hall Green, Birm- 
ingham, 28. 

Meaden, Geoffrey Frederick, with *Deloitte, Plender, 
Griffiths & Co, Midland Bank Chambers, 97 Bute. Street, 


Cardiff. 
Mendelssohn, Peter, Rex House, Longwood Drive, Roe- 
hampton, London, SW15. 
Millard, Hugh, 69 Grimsdells Lane, Amersham, Bucks. 
Miller, David, 2 Waverley Avenue, Kiveton Park, Sheffield. 
Miller, Ian Alexander, with Bell & Co, 1 Lime Street, 
High Street, Bedford. 
ene oe at Hawthorne Avenue, South Shields, Co. 


Mills, Granville Walker, 349 eee Street, Oldham. 

Mills, Raymond Leonard, with Joseph Miller & Co, 
28 Mosley Street, Newcastle | upon Tyne, 1. 

Milne, Peter Bruce, with Littlejohn, Wilson, McKnight 
ECS o 15 Cullum Street, Fenchurch Street, London, 


Mitcalfe, Thornton Percival, 14 Thornfield Road, Darling- 
ton, Co. Durham. 

Mitchell, Leonard David, with *Price Waterhouse & Co, 
Cavendish House, 41 Waterloo Street, Birmingham, 2. 
Moore, (Miss) Jeanne Rose, B.A., with Edward. Moore & 

Sons, Thames House, Queen Street Place, London, 


E 
Moore, Peter George John, 69 Pullman Court, Streatham, 
London, SW2. 
Morein, David Mendel, 88 Aberdeen Park, London, Ne, 
Mortimer, Edward Anthony, 83 Carlton Road, Nottingham. 
Moxon, Colin Frederick Thomas, 12 Dudley Avenue, 
Kenton, Harrow, Middlesex. 


Ee Geoffrey, 36 Fursecroft, George Street, London, 
ee John Jardine, ‘Lindisfarne’, Woodland Road, 


Noon, (Miss) Barbara Mary, with Hameed Banner, Lewis 
& Mounsey, 24 North John Street, Liverpool, 2. 


Oddy, Robert Ian, 975 Leeds Road, Deighton, Hudders- 
field, Yorkshire. 
Ogden, J John Patrick, ‘Methersgate’, Watford Road, Radlett, 


O’Neill, William Michael, 97 Tamworth Road, Sutton 
Coldfield, Warwickshire. 
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Osborne, Philip Hugh, 1 Lancaster Road, Newcastle under 
Lyme, Staffs. 

Osbourne, James Scott, 9 Blunt Street, Carlisle. 

oe ohn, Ebor House, Margaret Avenue, Bardsey, near 


Owen, , John Arthur, 52 Springfield Road, St Leonards-on- 
ussex. 
Oxenham, Henry Bertram, GA, with Carter & Co, 8 
Greenfield Crescent, Edgbaston, Birmingham, 15. 


Page, John Edwin, 164 Acre Lane, Brixton, London, SW2. . 


Page, John Stewart, with Thornton & Thomton, Nuffield 

ouse, 41-46 Piccadilly, London, Wr. 

Pearson, Geo , 20 Richmond Avenue, 
Blackpool. 

Pettey, Reginald Cecil, 118 Elizabeth House, Gosbrook 
Road, Caversham, 


Cleveleys, 


Reading. 
Phillips, Michael Niel, with *Deloitte, Plender, Griffiths 


& Co, Midland Bank Chambers, 97 Bute Street, Cardiff. 
Pinder, Colin, or Brooke Street, Cleckheaton, Yorkshire. 
Pinder, Gordon, 82 Woodamoor Lane, Davenport, Stock- 


port, 
Pinnock, 1 Rey tT Douglas, - 40 Beresford Road, St Albans, 


Pitman, John Michael, with Spicer & Pegler, 19 Fenchureh 
Street, London, EC3. 

Pitt, Arthur Thomas, with Fred J. Ault & Co, 81 Edmund 
Street, Birmingham, 3. 

Pittman, Peter Cecil, o Ladbroke Gardens, London, Wri. 


Platt, Anthony Peregrine Gurney, with Evans Smith, 


Boothroyd & Co, 99 Fenchurch Street, London, EC3. 

Powter, Leslie William, with Harvey Preen & Co, 17 Basing- 
hall Street, London, ECz2. 

Prachar, Ivan Miroslav, 44 Pepys Road, Wimbledon, 
London, SW2o0. 

Price, John Edelsten, with Josolyne, Miles & Co, 28 King 
Street, Cheapside, London, EC2. 

Prismall, Peter Arthur, with A. C. Brading & Co, Lloyds 
Bank Chambers, Basingstoke, Hants. 

Putland, Philip Harold, 16 Wolves Lane, Tonnen Green, 
London, N13. 


Raiser, Malcolm Ge 2 Repton Drive, Gidea Park, 


Romford, Essex. - 
Ratcliffe, John Cooper, B.A., 493 Street Lane, Moortown, 


17. 
Ravenscroft, Alan Peter, B.SC. (RCON. ), 272 Hale End Road, 
Woodford Green, Essex. - 
Ree Norman Charles, 115 Cantrell Road, Bulwell, 
ottin 
Reed, Robin, ee Bedford Hill, Balham, London, SW 12. 
Rendell, Colin James, 3 Barkby Lane, Syston, Leicester- 


shire. 

Renton, Colin Harrison, 27 Bolton Drive, . Eccleshill, 
Bradford, 2. 

Rhenius, Theodore; with T'urquand, Youngs & Co, 19 
Coleman Street, London, ECa. 

Rice, Arthur Gorton, 242 Summer Lane, Birmingham, 19. 

Riley, George Frederick, with Bowman, Grimshaw & Co, 
26 Birley Street, Blackpool. 

Ritchie, David Alan Teviotdale, roo Manor Road, Brackley, 
Northants. 

Ritchie, William, 26 East Street, Lindley, Huddersfield. 

Roblin, Lynn Francis, B.A., 34 Talbot Street, Cardiff. 
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Robson, Donald Gillery, 5 Ketwell Lane, Hedon, Hull, 
Yorks. 

Rose, Charles George Ian, 4 College Road, Clifton, Bristol, 8. 

Rose, David Antony, 40 Wellington Court, St John’s Wood, 
London, NwWws. 

Rose, J ee Gerald, 117 Gough Road, Edgbasten, Birming- 


ham, I 

eg Brian Reginald, with *Lowick & Simpson, 69 
Queen Square, Bristol, x. 

Russell, John Alan, 57 Sidney Road, Forest Gate, London, 
E7. 


Sadd, Nigel William, ọ Gunnersbury Gardens, London, 


W3. 

Salter, John Arthur Philip, B.A., 6 Highfield House, Arundel 
Gardens, London, N21. 

Sankey, Kenneth, with Edward Thomas Peirson & Sons, 
13 Eaton Road, Coventry. 

Sansom, Edward John William, 20 Warnford Road, 
Boscombe East, Bournemouth. 

Scherer, Robert ‘George, 42 Livingstone Road, Palmer's 
Green, London, Nr3. 

Schofield, Donald, 1 Kinley Court, Park Road, ge ae 

Seall, Richard Dickinson, B.8C.(ECON.), 61 Queen Mary 
Avenue, Moordown, Bournemou l 

, David Lionel, with *Sheare & Gilbey, a7 

Gloucester Place, London, Wi. 

Semple, Ian Chalmers, B.A., with Nevill, Horg. Gardner 
& Co, 94 Old Broad Street, London, EC2. 

Shah, Khawaja Mansoor Mukhtar, with W. H. Cork, 
Gully & Co, 19 Eastcheap, London, EC3. 

Sharpe, Donald Francis, with Sharpe, Fairbrother & Co, 

49 Bedford Row, London, WC. 

Shaw, Leon Paul, 14 Fitzmary Avenue, Westbrook, 
Margate, Kent. 

Shaw-Baker, Martin, ‘Wrench Green’, Thornton-le-Dale, 
Pickering, Yorkshire. 

Shiner, Thomas Christopher, with Rowland Hall & Co, 
44 & 46 Orsett Road, Grays, Essex. 

Silcocks, Trevor Bereaford, Branksome Beach Road, 
“Kewstoke, Weston-super-Mare, Somerset. 

Simmonds, Geoffrey Emanuel, 92 Holmdene Avenue, 
Herne Hill, London, SE24. 

Smith, Donald, with Mills & Black, Imperial Chambers, 
Dale Road, Matlock, : Derbyshire. 

Smith, Donald Ferguson, “The Crest’, Park Hill Road, 
Hale, Cheshire.- 

Smith, Eric John, with PRA Cavenagh & Skeet, 37 
Norfolk Street, Strand, London, WCz2. 
mith, Geoffrey Arthur, ' with Farmiloe & Co, 7 Newhall 
Street, Birmingham, 3 

Smith, Jobn Driskill, Melbourne House, Cuckfield Road, 
Hurstpierpoint, Sussex. 

Smith, Ramon, Harold ° bury, 123 Thornbury Road, 
Osterley, Isleworth, Middlesex. 

Smullen, (Miss) May, with Pike, Russell & Co, Adam 
House, .1 Fitzroy Square, London, Wr. 

Snelling, David Henry, ‘Penshurst’, Promenade dè Verdun, 
Purley, Surrey. 

South, Frank Rayner, 114 Chadacre Road, 
Ewell, Surrey. 

Spencer, John Remmington, with “Chalmers, Wade & Co, 
24 Coleman Street, London, EC2. 

Spencer, William James Graham, 68 Hazel Grove, Mapper- 
ley, Nottingham. 


Stoneleigh, 


JOHN FOORD EN COMPANY 


"56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND .ASSESSORS 


OF WORKS, FACTORIES, PLANT & enee Etc. r 
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Stead, Dennis, 51 Mill Street, Birstall, near Leeds. 

Stephenson, Harry Douglas, 23 Otterburn Gardens; Low 
Fell, Gateshead, Co. Durham. 

Stephenson, Robert Noel David, “302 Osborne Court, 
Osborne Avenue, Newcastle upon Tyne, 2. 

Stewart, Michael -John, with Broads, Paterson & Co, 
31-45 Gresham Street, London, EC2. 

Stobie, Norman, 198 Biddlestone Road, Heaton, Newcastle 
upon Tyne. 

Stokes, James Denny,. with Cooper Brothers & Co, 14 
George Street, Mansion House, London, EC4. 

Stone, ae Walmsley, 5 Mayflower Close, Lymington, 


Ze Eric, with Barron, Bass & Co, Chansitor House, 
. 37—38 Chancery Lane, London, WCa. 

Sunderland. Oliver, d Tunbridge Road, Prittlewell, 
Southend-on-Sea. 


Sutherland, Donald Alexander, ‘Sandiway’, Macclesfield 


: Road, Wilmslow, Cheshire. 
Swabey, Brian William Harold, 169 Cassiobury Drive, 
ge : Herts. 
John Geoffrey, 20 St Andrew Road, Bridlington, 
SE 
Swift, Geoffrey Warner, 66. Ancaster - Se Fairfax 
Avenue, Hull. l 


Tattersall, David Nowell, ‘Hazelwood’, Stand Road, 
Nelson, Lancashire. 

Taylor, Frederick Hrold, 80 Frankland Road, Croxley 

reen, Rickmansworth, Hertfordshire. 

Temple, "Ralph, 33 Broad Lane, Tottenham, London, Nie, 

Kee Brian Keith, B.A., 37 Clee Crescent, Grimsby, 

or 

Thomas, Colin David, 30 Beeches Walk, Carshalton 
Beeches, Surrey. 

Thompson, Ian Morris, with Witham & Turney, 6 Harri- 
son Road, Halifax, Yorks. 

‘Thorne, , Maurice Henry John, with Stur Fraser, Cave 
& Co, 1 Guildhall Chambers, “31-34 a Basinghall Street, 
London, ECz2. 

Thynne, John Francis, B.A., 25 The Grove, Teddington, 
-Middlesex. 

Timperlake, Jobn Edwin, with Walton, Watts & Co, 
Chancery Chambers, 55 Brown Street, Manchester, 2. 

Ee Hubert, 7 Bell Fold, Rood End, Oldbury, 
near 


ham. 
Toothill, David Arthur, 27 Estcourt Avenue, Headingley, 
‘Leeds, 6. 


Tricker, Robert a ‘Newlands’, ‘St Martin’s Road, 
Finham, near Coventry. 
Tysoe, Peter, 1 Woodville Grove, South Reddish, eee 


, port. ` 
Uttley, Robert David, 5 Chapel Sack 


1Cas 


Varcoe, Myles Grosvenor, “The Warren’, Broadwater, 
: Worthing, Sussex. 

Wee Brian Eugene, ‘Hedgerow’, The Warren, Ashtead, 
- Surre 

Vertue, Charles Brooke, “Thurlestone’, Cobham, Surrey. 


Walker, Jean-Philippe Marie, B.A., with *Whinney,.S 
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Walsh,- ‘John Brian, with *Hatfield, Dixon, Roberts, 
Wright & Co, 115~117 Cannon Strest, London, EC4. 
Warburton, Leslie Anthony, 113 Loushers Lane, Warring- 
ton, Lancashire, 

Me James Dewick, 22 Windermere Road, Beeston, 

otts. 
Waterman, Sydney Philip, 19 Willows Crescent, Cannon 
, Birming , 12. 

Watling, John Martin Paul, B.A., with Watling & Partners, 
40 Broad Street, Bristol, 1. 

Watts, Derek, 5 Coastguard Cottages, Mullion, near 
Helston, Cornwall. 

Weissberger, Edgar Cecil James, 14 Oakleigh Gardens, 
Edgware, Middlesex.. 

Weller, Leslie James, 27 Shelldale Road, Portslade, Sussex. 

Westwood, Geoffrey, 9 Stanley Road, Wakefield, Yorkshire. 

Whyte, Archibald Robert, 20 Bourne Street, ‘Sloane Square, 
London, SW1. 

Wigan, Malcolm, 2 Poplar Avenue, Poulton-le-Fylde, 
Lancashire. 

KE E Henry, 13 Glengall Road, Woodford 


Williamson, Alan Keith, with A. C. Palmer & Co, .Court 
Chambers, Friar Lane, Leicester.. 

Willis, Christopher James Percival, 63 Brighton Road, 
Sutton, Surrey. , 

Wills, Trevor, ‘Pencoose’, ' Stithians, Truro, Cornwall. 

Wilson, Frank Brian, 18 Granville Street, Derby. 

Wilson, John Donald, with Cooper Brothers & Co, 3 
Rumford Street, Liverpool, 2. 

Winter, Horace Stephen, with *Price Waterhouse & Co, 
3 Frederick’s Place, Old Jewry, London, ECz. 

Wiseman, Paul, o Grovelands Road, South Tottenham 
London, N15 

Wolchover, Jack, with Freeman, Shaleon & Co, Town Hall 
Chambers, 374 Old Street, London, EC1. 

Wood, Anthony James, 4 ‘Linden Avenue, Chesterfield, 
Derbyshire. 

Wood, David Logan, . “The Gables’, Brantham Hill, 
Manningtree, Essex. 

Woodford," Gerald Anthony, 371 London Road, Stoney- 
gate, Leicester. 

Wright, Adrian Cary, with Edward Moore & Sons, Thames 
House, Queen Street Place, London, E 

Wright, Brian Charles Gordon, 57 Victoria Drive, East- 
bourne, Sussex... 

Yates, John Richard Stevenson, with Howard Jones & Co, 
‘King’ s Court’, 115 Colmore Row, Birmingham, 3. 

Young, BE James, 23 Kingsinead Avenue, Mee 

urrey 


(Not in England or Wales) 


Ahmad, Riaz, 7c Begum Road, Lahore, W.- Pakistan. 

Amegashie, Raphael Sylvanus, B.coM., c/o The Gold Coast 
Machinery & Trading Co Ltd, P.O. Box 208, Takoradi, 
Gold Coast. 


El sahn, Abdel Fattah Mohamed, c/o Faculty of Commerce, 
Alexandria University, Alexandria, Egypt. 


Marquis, Robert John, with Carnaby, Harrower, Barham 
& Co, 6 Berthelot Street, Guernsey, Channel Islands. 


Former Member re-admitted to Membership 
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& Wine, 4B Frederick’s Place, Old Jewry, London, . Walmsley, John, with Cooper & Cooper, 27 & 28 Finsbury ~ 
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Square, London, EC2. 
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VOL. CXXXIV. NO. 4241 


THE TRAINING 
OF SCOTTISH APPRENTICES 


T is natural that the main topic of the presidential address — 
(Ee elsewhere in this issue~at the annual general 
-meeting of The Institute of Chartered Accountants of Scot- 
land, on Wednesday, should have been the report of the special 
committee appointed by the Council in 1953 to inquire into the 
training and examination of apprentices. This document, which 
has now been, issued to members, has been keenly awaited and, 
while it is predominantly domestic in content, the reasoning and 
recommendations of the committee merit the attention of all 
concerned with the future of the profession, even if only because 
they serve to underline the importance whichgthe Scots attach to a 
sound education. | 
The general idea proposed by the committee is that the appren- 
tice’s programme of training and examinations should follow the 
pattern of the university calendar. This, it is suggested, would be a 
logical arrangement as the usual time for beginning apprenticeship 
is September, after the school holidays. The Institute’s tutorial 
classes would run from that month until the following April. The 
principal examination diet would be in May each year with another 
in September to give May failures a second chance before the 
next winter session began. The existing Intermediate and Final 
examinations, each in two divisions, would be replaced by an 
Institute examination in five parts, one for each year of apprentice- 
ship. The third year of apprenticeship would be a compulsory 
‘academic year’ in which the student would have to attend a 
university for three terms to take the prescribed classes in account- 
ancy, law and economics. Thus, for a period of about nine months 


- in the middle year of his indenture, he would be wholly absent 


from his master’s office. It is claimed. by the committee that this 
arrangement would give the apprentice more time for academic 
study and to prepare for Parts IV and V of the Institute examina- 
tion. It would also enable him to take part in the corporate cultura! 
life of a university and so broaden his general outlook. From the 
viewpoint of the master, the main advantages of the academic 
year would be that, in his fourth and fifth years, the apprentice 
would be more mature in professional knowledge and, having 
finished his compulsory classes, would be able to devote more time 
to the practical work of the office. 

The proposed examination syllabus does not differ greatly 
from the one now in use. The principal new subjects are précis 
writing and estate duty and it is suggested that greater emphasis 
than hitherto should be placed on management accounting. The 


‘committee consider that the existing paper in the first division of 
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the present e examination on ele- 
mentary finance and statistics is too advanced in 
view of the practical applications of the statistical 
and financial formulas. Candidates, it is proposed, 
would be examined in these two aspects of 
specialized mathematics in the costing and 
investigations papers in Part V, but that the 
theoretical side of the subject should hencefor- 
ward be omitted from the syllabus. 


Part I of the Institute examination would 


consist of two sections, (a) being arithmetic and 
algebra, and (6) elementary book-keeping. Part IT 
would comprise four papers, on accounting, taxa- 
tion, auditing and précis writing. The three 
papers in Part III (a), which normally would be 


taken during the academic year, would be om 


general commercial law, companies and insolvency 
and the law applicable to trusts and arbiters: 
Part III (6) would be on economics. In Part IV 
there would be two papers on presentation of 
accounts and one on taxation and estate duty. 
Part V would have four papers, on advanced 
accounting, auditing, cost and management’ 
accounting, and investigations and valuations. 
The above programme would apply only to 
apprentices coming straight from school. For 
graduate apprentices who, the committee think, 
should be given every encouragement to become 
members of the Institute, there would be certain 
modifications in the syllabus of prescribed classes 
and examinations. For example, they would be 
automatically exempted from Part I of the 
Institute examination and, if they had already 
taken two of the three compulsory classes or, in 
the cases of law and economics, an equivalent 
qualification, the period of their indentures would 
be three years, the academic year being omitted. 
In other cases, it would be three and a half years. 
If the proposals contained in the report are 
eventually adopted, much of the work of reorgan- 
ization would fall upon the Examining Board of 
the Institute, to whose past efforts the committee 
pay a well-deserved tribute. In particular, the 
Board would have to translate into actuality the 
requirements of the new syllabus by determining 
the standards and setting papers — including 
specimen papers for the guidance of tutors and 
apprentices — accordingly. They would have to 
make arrangements to mark the September 
examination papers speedily so that the results 
would be available before the start of the winter 
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session. Itis suggested also that the Board should 
conduct oral examinations for borderline Septem- 
ber candidates who had previously failed in May. 
. Although, on a first reading ef the report, the 
impreasion that many radical changes are being 
advocated is obtained, further reflection on it 
suggests that the committee have striven hard to 
maintain rather than to alter the traditional 
pattern of Scottish accountancy training. It is a 
case of plus ça change, plus c'est la même chose. The 


_ long-standing association with the universities -the 


Scottish Institute alone of the professional bodies 
in the United Kingdom insists on attendance at 
university or other prescribed classes in account- 
ancy, law and economics as a compulsory part of 
its curriculum — would be strengthened. Mathe- 
matics, which is part of the texture of the general 
system of Scottish education, would be retained 
as an examination subject. And, perhaps most 
significant of all, the suggestion that apprentices 
should be allowed to spend a period of their 
indentures in industry has been rejected. This 


last decision demonstrates the determination of 


the Council, which has unanimously approved 
the committee’s report, to preserve as the broad 
basis of its syllabus, a blend of practical office 
training and the academic association which the 
university classes provide. This attitude will, no 
doubt, be popular with practitioners, but whether 
or not the large number of Scots accountants now 
in industry will be in favour of retaining the 
status quo remains to be seen. To many of them; 
the fact that it is recommended that ‘greater 
emphasis’ should be placed on management 
accounting in the costing paper may not seem a 
sufficient recognition of the growing importance 
of this aspect of professional work. 

Finally, what of the apprentices themselves? 


The plans of studies and the examination time-- 


tables, outlined in a series of appendices to the 
report, appear much more logical than the 
present, sometimes haphazard, -progress to the 
Final examination, and the prospect of an 
academic year, with prolonged absence from the 
everyday cares of the office, seems almost idyllic. 
There is, however, one major economic draw- 
back to this proposal. The committee ‘envisages’ 
(this word always seems to be the prelude to some 
unpleasant piece of news) that the master will not 
be expected to remunerate the apprentice during 
the academic year. 
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CONTRACT COST ACCOUNTS 
by PETER D. TAYLOR, A.C.A. 


Although the principles of contract cost accounts are quite simple, many com- 
plications arise in practice. It is possible to apply advanced accounting techniques, 
as shown in this article. 


HE main consideration in contract cost 
accounts is the allocation of cost to the 
particular contract or job, plus the slight 
complications which arise with the transfer of 
material or labour from one job to another, the 
hire of plant, and the allocation of overheads. 
The whole thing is quite logical and straight- 
forward and the only new conception is the basis 
of profit-taking on uncompleted contracts. The 
methods advocated in the text-books and the 
methods used in practice are numerous and often 
seem to involve the fraction two -thirds i in some 
form or other. 
In actual practice there are numerous other 
complications which arise in contract cost ac- 
counts and some of these are discussed below. 


In this particular case it is assumed that the“ 


contractor is not a manufacturer but that he has 
a design and engineering staff. He also employs: 
his own labour and plant for the purpose of 
erection on site, the rest of the work being 
sub-contracted. 


Separate Accounts 


It is recognized that separate accounts should 
be kept for each contract and it is often convenient 
to number them consecutively. Separate blocks 
of numbers can be kept for individual depart- 
ments and within those departments there can 
be a further breakdown into groups to indicate 
the type of plant. The use of a number is pre- 
ferable to a series of code letters as the numbers 
can always be arranged in order, and they can 
be used in any type of mechanization which may 
occur. Where a separate series of numbers is used 
for each department, then a complication will 
arise if an order is received which covers more 
than one department. The easiest way out of 
this difficulty is for the minor department to be 
a sub-contractor to the major department for the 
particular order. 


Integration — 
There is no reason why there should not be com- 
plete integration between the financial accounts 
and the cost accounts. The only difference is 


that the financial accounts are concerned with 
totals rather than details. Nevertheless, both sets 
è 


of accounts require division into contracts so that 
one set of figures can serve both purposes. 

The sales ledger side of the financial accounts 
may also be modified if there is more than one 
contract for a particular customer. It is found 
necessary both from the point of view of the 
contractor and of the customer to keep separate 
personal accounts for each and every contract. 
This is because payments are not always related 
directly to invoices by reason of retentions under 
the terms of the contract, or other reasons for 
which .payments may be ne withheld: 
or part payment made. 

Contractors’ Plant 
There are several specified ways in which the 
cost of tools and tackle may be charged to 
contracts. In practice all or any of the methods 
may be used within one firm. The methods are: 


(a) charging the whole cost of the plant to the 
contract, and at the end of the contract, 
crediting it with the residual value. 


(b) charging depreciation and the cost of all 
repairs. 

' (c) making a hire charge based on standard 

- rates. 

The first two are more correct in that they 
charge actual cost but they may result in a 
slightly uneven balance of charge to the various 
contracts. Method (c), the hire charge, is the 
fairest but there is inevitably a balance on the 
actual plant hire account which means that, 
actual cost is not charged to the contracts. 


Standard Costs 


There are further refinements of contract cost 
accounts which can occur in actual practice 
which are not normally mentioned in the text- 
books. In effect it is possible for ‘standard’ costs 
to operate, but in a form slightly different from 
the normal understanding of the term. 

For all fixed price contracts and for most 
others, it is necessary for an estimate to be 
prepared. When this has been prepared it can 
be: taken as the standard for the particular 
contract. The estimate gives in full detail all 
the material, labour and associated charges which 
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will be required for the contract and these are ` 


coded into a series of job headings so that the 
cost records can be mechanized. The principle, 
then, is that each item of expenditure is compared 
with the corresponding item in the estimate and 
any differences are automatically thrown out. 


Rise and Fall 


There will always be differences between the 
actual costs and estimates because of the con- 
tinually changing price levels under present-day 
conditions. ‘These price variations have to be 
recorded: separately as, under most long-term 
contracts these days, these amounts are chargeable 
to the customer. When a contract is obtained, 
the base date ~‘rise and fall date’ —is written 
into the contract documents and any increases or 
decreases from that date are chargeable to the 
customer. The cost accounts are, therefore, kept 
on the basis of the prices applicable at the rise 
and fall date which are the correct EEN 
with the estimate. 

To do this, every invoice and every labour and 
other charge is split into the price which would 
have applied at the base date and the variation 
which has taken place since. The former is the 
only item which is recorded in the cost accounts 
and the latter is listed to form the basis of an 
invoice to the customer for the price variation. 
In other words, the price variance is automatically 
isolated. 


Other Variances 


It frequently happens that items are purchased 
for a contract which were not envisaged at the 
time the estimate was made. These are again 
automatically shown up and the reasons can be 
investigated. In some cases, the reason may be 
that the customer has asked for additional equip- 
ment but, correctly speaking, if this happens, the 
estimate, i.e. the standard, should be adjusted 
accordingly. If this is not done, then the cost 
records do give a secondary check. 

It will be appreciated that in addition to the 
variances already mentioned, there will naturally 
be many differences between the actual costs at 
rise and fall date and the corresponding items 
in the estimate. The cost accounts are designed 
to show the overall position of the contract, 
Le. the total of the differences between actual 
and estimated. This is done by indicating on 
every invoice, or other expenditure document, 
the amount which was included in the estimate 
and posting the balance to a separate account. 
This procedure is SCH adaptable to mechaniza- 
tion. 
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Costing from Sub-orders 


It is possible to take a further step forward and 
to commence the costing records the moment 
orders are placed on sub-contractors for the 
supply of material. In the case of labour and other 
charges, it is not possible to do this until the 
expenditure is actually made and these items 
cannot be advanced any further. 

But as soon as orders are placed, the cost 
records are entered up exactly as if an invoice 
had been received and it is only necessary to make 
a balancing adjustment when the final invoice 
comes in. Although these adjustments are 
numerous they are always relatively small and 
arise out of such items as carriage, packing, etc., 
which are not always known at the time a sub- 
order is placed. These charges amount to very 
little in total and it is possible for the cost records 
to show a great deal of information when the 
orders have been placed, even before any ex- 
penditure is made. 


Overheads 


Although some text-books advocate that over- 
heads should be charged to contracts, there is 
very little to be gained by doing this in the 
case that is being considered. The whole of the 
overheads may be considered as fixed and the 
allocation to contracts would not give any real 
information. 

All overheads relating to sites can be allocated 
direct to contracts and are, in.fact, treated as 
prime cost items. If the head office overheads 
are not charged to contracts, then the cost 
accounts do not disclose the net profit but only 
the gross profit on each contract. 

Even though the overheads are regarded as 
fixed, it is still necessary to allocate a proportion 
to each prime cost estimate when calculating the 
selling price for any particular contract. This 
can be done by calculating the overheads as a 
percentage of the expenditure on contracts and 
using this percentage for future estimates, but ` 
this rather arbitrary allocation is not always the 
best. An alternative method is to allocate the 
overheads according to the time spent by 
draughtsmen on each particular contract. This 
method would be correct if all contracts had the 
same proportion of drawing work involved but 
sometimes material is handled which does not 
involve any. drawing work. 

The best method appears to be a combination 
of the two mentioned above. Half of the overheads 
can be recovered as a flat percentage, based on 
the expenditure, and the other half on a calculated 


-rate per hour of draughtsmen’s time. 
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Profit-taking 


This is a very important aspect of contract cost 
accounts and it is often discussed at great 
length. There cabe no definite rules and, in fact, 
different methods are applied by different firms. 
The main principles appear to be that the method 
of profit-taking should be as conservative as 
possible and it should be consistent from year to 
year. 


The most conservative method is to wait until 
a contract is complete before taking’ any profit 
and even then to make a further reserve for any 
money not yet received, such as retentions. This 
obviously brings great hardship to a firm which 
is starting up in business, from the profit point 
of view, because a considerable time must elapse 


before any profit is brought in. On the other hand 


this most conservative method should be a 
target for all existing firms, if they are going 
to follow the ideal accountancy conception that 
no profit should be brought in until it is actually 
realized. 


Fluctuations of Profits 


When profits are brought in only on completion 
of contracts, there is naturally a considerable 
fluctuation from year to year which, from many 
points of view, is not desirable. One way of dealing 
with this is to create a reserve account specifically 
to equalize the profits, but this is, to some extent, 
an artificial way of dealing with the situation. 
A more satisfactory way is to bring in a small 
amount of gross profit, or margin, for all uncom- 
pleted contracts. This can be done by crediting 
to the profit and loss account the value of 
draughtsmen’s time on uncompleted contracts. 
The difficulty, then, is to arrive at an appropriate 
value for each hour of draughtsmen’s time as the 
. intention is to bring in a value for overheads, 
estimated as conservatively as possible. One way 
of doing this is to use a value which covers only 
half of the firm’s overheads. This is the same value 
as has been suggested for calculating the over- 
heads when making up a contract price, although, 
in that case, the remainder of the overheads are 
allocated as a flat percentage. 


The effect of this procedure is to equalize the 
. gross profits to some extent but admittedly it 
does mean that a certain amount of margin is 
anticipated. But as it involves taking a very small 
amount of margin on every uncompleted contract, 
it is a safer method than taking the complete 
margin on contracts which, say, are nearing 


completion. 
: $ 
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Too Much Profit 


It is obvious that balance sheets and profit and 
loss accounts become over-optimistic if profits 
are brought in before they are realized and are 
subsequently, in fact, not realized. The great 
danger here lies in the fact that the basis of the 
calculation of the profit to be brought in, or the 
work in progress, may be the actual expenditure 
on contracts. The result of this may be that the 
more money spent on a contract in its early and 
middle stages, the more profit is brought in, 
when the whole time the contract may be going 
from bad to worse from a financial point of 
view. 

This may be made clearer if we consider 
an actual example of a contract spread over 
three years. At the end of the first year the work ` 
in progress may be calculated on the basis of ` 
the actual expenditure, plus the estimated 
profit margin, which was, say, 20 per cent. By the 
end of the second year the expenditure may be 
almost up to the estimated prime cost, and again 
in calculating the work in progress a margin of 
-20 per cent is added (i.e. part profit taken in ad- ` 
vance), but at this point instead of having only 
a small amount to spend to reach the estimated 
prime cost, it may be found that there is a further 
£100,000 which completely absorbs the profit 
already taken, and more besides, so the true 
position has been completely obscured. 

This becomes very important when considering 
the outright purchase of contracting firms or the 
loans which may. be made to such firms as working 
capital. What may happen is that in the good 
year in which the profits are brought in in 
advance, a bank may be asked to provide working 
capital in the form of an overdraft, but when in 
the final year the true position is revealed, it 
may be necessary for a receiver to be appointed 
with disastrous results to the firm. The way out 
of this difficulty is to obtain a reliable estimate 
of expenditure which has still to take place on a 
contract. Unfortunately, it is not easy for some 
people to suppress their natural optimism, and 
the engineering side may hide the true position 
for some time. . l 


Conclusion 


Although the principles of contract cost accounts 
may be straightforward, it is clear that there 18 
always room for advanced techniques which can 
be applied in each particular instance. It is also 


„possible to mechanize the accounts relatively 


easily, with the accent always on control of costs 
rather than pure historical costing. 
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THE CHILD ALLOWANCE FOR 


ARTICLED CLERKS 


CONTRIBUTED 


OR 1955-56 and later years of assessment 

the parents or guardians of a number of 

articled clerks will have become eligible 
to claim child allowance. This follows the repeal, 
by the Finance Act, 1955, of the condition that 
the income of the apprentice from the apprentice- 
ship must not exceed £52 a year. A parent now. 
qualifies for the allowance if his child’s income 
from all sources is not greater than {85 a year. 
` ‘This relaxation cannot affect the parents of 
those clerks who receive more than {£85 a year. 
under articles unless the articles provided for the 
payment of a premium and were drawn up on 


‘the lines suggested below as a guide in preparing . 


new articles. 


Articles without Premium 

Where no premium is paid, any payments made 
by the principal can only be in consideration of, 
the covenant of service as a clerk. The only. 
way of securing the maximum relief to the parent 
is by distributing judiciously over the years of 
service the sum which the principal is wens 
to pay. 

For example, if the clerk has no other income, 
it will clearly be preferable for this purpose to 
provide for a salary of thirty shillings a week for 
_ two years than for a salary of £1 a week in one 
-year and £2 a week in the next. 


Articles with Premium 
Where a premium is payable, the premium itself 
becomes a second consideration for any payments 
by the principal. Despite the definition of a pre- 
mum as ‘a fee paid for instruction in a profession 


or trade’ — something which one might expect ` 


to be non-returnable unless the instruction were 
not completed — the Legislature did countenance 
the possibility of the return of premiums in 
Section 20, Finance Act, 1938, when it enacted’ 
that emoluments receivable under articles should 
be deemed to be primarily a return of premium. 


If, therefore, some part — or even the whole — 
of any payments made to the clerk were specific- 


ally described as return of premium, it appears 
that the part so described would be accepted as 
-such and would not rank as income. To strengthen 
the case still further, the articles may be drawn 
to provide that any return of premium should, 
be made direct to the SEH who pays it, usually” 
the parent. 


Miles v. Morrow 
The decided case of Miles v. Morrow (20 A.T.C. 
156; 23 T.C. 465) should not present any difficulty. 
The respondent had claimed that emoluments 
received by his son should be deemed to be 
return of premium not only for the purposes of 
Section 20, Finance Act, 1938, but also in deter- 
mining the son’s total income from all sources. ` 
After holding that this contention was founded 
on an incorrect construction of the Acts the judge 


. went on to say: 


‘I can find nothing in the Acts to show that the 
emoluments received by the boy are not his income 
in his own right. They are paid to the boy, not to 
his father, and they are paid to him for his services 
to his employer.’ l 

His remarks were, however, based on an agree- 
ment to pay the clerk at an hourly rate for his 
attendance at the principal’s office. There could 
in fact be no doubt that the clerk was being paid 
for services actually rendered, especially since he ` 
received nothing when absent through BESSE 
on study leave, or on holiday. 

The parents claim was rejected solely on the ` 
ground that for the purpose of calculating total 
income, earnings could not be deemed to be a 
return of prémium. The facts are readily distin- 
guishable from the arrangement which has been 


_ suggested, where the return of premium is tn fact 
. provided for. ' 


Form and Substance 
There remains one other difficulty — the occa- 
sional tendency of the Crown to look through the 
form of a transaction at its substance. 

The Courts have not always favoured setting 
aside the form of a transaction, however, and if the 
return of premium is calculated on a reasonable 
basis — for example, by equal instalments over 
the period of the articles, or over the first two or 
three years of articles — the chance of its being 
challenged is negligible. Once again, the circum- 
stances in each individual case will determine the 
method which is most advantageous. 

The principal is usually the only party to the 
agreement versed in taxation law. Although he 
has no obligation to protect the interests of the 
parent of his prospective clerk, any advice given 
will not merely profit the parent but will establish 
at the outset a valuable feeling of confidence and 


goodwill. 
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EARLY ACCOUNTANCY IN OXFORD > 


s by I. G. PHILIP, M.A. 
Secretary of the Bodleian Library, Oxford 


that formal business training, that is, training 

in letter-writing, conveyancing and account- 
ancy, centred naturally in university towns rather 
than in mercantile centres. In Italy, which led 
the field in European accountancy, the most 
popular centre for business training of this kind 
was Bologna, a university city far removed from 
the main arteries of Italian trade. 

In the same way, all the evidence for the early 
development of accountancy in this country 
points, not to London, but to Oxford as the centre 
for training young men for business careers. The 
university itself was an ecclesiastical establishment 
concerned only with the training of clerics, but 
the existence of a university town encouraged 
learning of all kinds and from the thirteenth to 
the end of the fifteenth century teachers came and 
settled in Oxford and, though not part of the 
university, established an important tradition of 
training young men for business careers. 

One important element in this training was 
accountancy. In a way, the Church may be said 
to have foreshadowed and blessed this interest, 
In 1222 ata Council of the Church held in Oxford, 
the Archbishop of Canterbury, Stephen Langton, 
ordered that all the monasteries in England should 
in future render quarterly accounts,* and the 
Archbishop’s order may well have stimulated 
interest in the mechanics of accounting both 
among university administrators, who since 1214 
were responsible for the care of the university’s 
first endowment of 52s a year,* and among the 
grammar masters who lived on the confines of 
the university and who began to train boys to act 
as clerks for boroughs and manorial landlords. 


[è the Middle Ages it frequently happened 


Instructions for Medieval Teachers 


The chief evidence for this early training in 
accountancy is a series of little booklets of pre- 
cedents and instructions designed for the use of 
medieval teachers of what we would now call 
business administration. Many booklets of this 
kind were written in Italy in the twelfth century, 
and from the thirteenth century we find English 


1D. Wilkins, ed., Concilia Magnae Britanniae, 1737, Vol I, 
page 590. 

$ See ‘Early accounts of the University of Oxford’, The 
Accountant, August Ist, 1953. l e 


examples of similar collections, based on Italian 
models. 

The first English example of one of these 
booklets of: business instruction appears to be a 


“manuscript dating from about 1230; it contains the 


earliest known English tract on accounting? and 
internal evidence shows that the book was 
compiled in Oxford.* After 1230 there is a long 
succession of similar compilations, most of which 
show signs of having originated in Oxford, and 


there is other evidence of a long tradition of 


business training centred in Oxford in the four- 
teenth and fifteenth centuries. The names of some 
of the teachers are known; for instance, Thomas 
Sampson who taught in OxfofMd from about 1350 
to 1400, and William Kingsmill, a scrivener, 
who migrated from London to Oxford about 
1402 and taught business methods there until 
about 1420.5 

These men were not members of the university, 
nor were their pupils. They were training boys in 
letter-writing, conveyancing and accounting, and 
thus supplying trained clerks for the great land- 
owners and corporate bodies. For nearly 200 
years Oxford was the principal training centre 
for lawyers’ clerks and accountants, and the 
influence of these courses spread far beyond 
Oxford by means of copies of precedent books 
which were compiled by Oxford teachers. 


Regulations for Auditing Accounts in 1274 


College statutes show that from the earliest times 
members of the university clearly understood 
the value of some recognized procedure for- 
accounting and auditing. The earliest statutes 
of Merton College, confirmed in 1274, contain 
elaborate regulations for auditing the accounts 
of the warden, the bursars and the bailiffs of 
college properties. The statutes of New College 
show how early the colleges began to recruit 
trained bursary clerks, for the statutes of 1400 


S British Museum MS. Add. 8167, ff. 131b ~133. 

t For a discussion of this subject and notes on early manu- 
scripts, see H. G. Richardson, ‘Business training in 
Medieval Oxford’, American Historical Review, 46 (1941), 
page 259 et seq, and N. Denholm-Young, ‘Seignorial 
Administration tn England’, 1937, page 120 et seq. 

5 H. G. Richardson, loc. cit. ` 


$ Statutes of the Colleges of Oxford, 1853. Vol. I. 
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provide for the appointment of a chapel clerk who 
should be taught grammar and writing, -unless 
already well grounded in those subjects, or who 
should be employed on writing out accounts, 
copying muniments and generally assisting the 
bursar and treasurer.t But perhaps the most 
clear-sighted college administrators were those 
men of Balliol who in their revised statutes of 
1507 stipulated the number of treasurers and 
bursars required for college business and decreed 
that they should not be sluggish, but should be 
kept awake by labour. 

As the Oxford colleges founded in the Middle 
` Ages were all landowners, members of the colleges 
were familiar with the accepted forms of manorial 
accounting; they were prepared to apply those 
forms to the accounts of the university as a whole, 
and they could call on the services of clerks 
trained in manorial accounting. The university 
accounts which survive from the late’ Middle 
Ages show the refult of this conjuncture. They 
are -normally well-written and well set-out; 
they arë conservative in form (in fact, they remain 
unchanged in form up to the nineteenth century); 
but they show rather a philosophic approach to 
some of the-sacrosanct rules of accountancy. 

` Oxford may have been a training school for 
account clerks, but the university, though 
employing the clerks to good purpose, generally 
preferred to leave the direction of its accounting 
and auditing to enlightened amateur financiers 
chosen from among. its own senior members. This 
sometimes produced a disharmony between the 
clerk who knew how an account should be pre- 
sented, and the university amateur accountant or 
auditor who insisted on altering the customary 
forms to suit his own habit of mind. 

In 1278 the bailiff of one of the Merton College 
estates in Surrey tried to ease his conscience by 
writing at the foot of his account non impungatur 
scriptort ordo receptarum et expensarum in rotulo 
isto (the order of the receipts and expenses in 
this roll is not to be attributed to the writer).? _ 


Audited Accounts Rewritten in Different 
Form 


There are instances of accounts being audited 
when in draft, and then rewritten in a different 
form for preservation. In the Bodleian Library is 
the very detailed and interesting account? of the 
building in 1664-69 of the Sheldonian Theatre, 


1 Statutes of the Colleges of Oxford, 1853, Vol. I. 


sides Manorial Accounts, ed. H. M. Briggs. Surrey 
Society. Vol. XV, No. XXXVII, page 27. 


3 MS. Bodl. 898, 
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a gift to the university by Gilbert Sheldon, 
Archbishop of Canterbury. This account 18 
described as 
- “The whole account of the bhilding and beauti- 
fyng the Theater at Oxford, stated, audited and 
allowed’ 


by the Archbishop, the Dean of Christ Church 
(Dr Fell) and the Receiver-General of the diocese 
of Canterbury. But on the last page is the con- 
temporary memorandum: 


‘that this account was audited not from the 
accounts in this book (which are all confused) but 
from accounts drawn up by Dr Fell’s owne hand 
which were exhibited by him at the time of the 
passing this account’. 
It appears from this and similar examples that it 
was the custom in the university for accounts to 
be audited from the original bills and draft 
accounts, and there may be changes of form and 
order in the accounts as finally written out for 
preservation. Herein lay a possible cause for 
serious error because in the seventeenth and 


--eighteenth centuries it appears to have been quite 


usual for the auditors or for those responsible for 
the expenditure to check the draft accounts and 
the bills but to sign as correct the final fair-copy 
account which may have been written after the 
draft account had been approved. This was a 
particularly dangerous practice because the fair- 
copy was not always carefully collated with the 
original draft. 

There is a good instance of the kind of con- 
fusion which resulted from this practice in the 
account for the Ampthill Hospital, a charity 
administered by a select body of Visitors being ` 
representatives of the university. On June 24th, 
1766, the Visitors of the hospital entered a memo- 
randum in their account book: 


‘Upon a review of the preceeding account it 
appears that thro’ the negligence of the person em- 
ployed to transcribe the same at the last audit 
held Nov. 10, 1764, the sum of two bund d 
ninety eight pounds 16s 113d was carried over 
to the debtors side instead of one hundred 
ninety eight pounds 16s rrd, which mistake 
therefore we think proper to correct, transferring 
to the subsequent account a balance only of two 
hundred and eleven pounds 3s id 


The final form of the accounts for 1764 had been 
signed by the Vice-Chancellor, the Dean of 
Christ Church, the Warden of All Souls College 
and the Regius Professor of Divinity; two years 
later they very properly decided to correct a 
mistake which, though it involved a sum amount- 


t The account book is in the University archives. 
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ing to about 30 per cent of the normal income of 
the charity, had passed unnoticed since it was 
made after they had agreed the audit but before 
they signed aa auditors. Luckily, the Visitors of 
the Ampthill Hospital were auditors of their 
own accounts and were not perturbed by what 
they considered to be a minor clerical error. 


Influence of Manorial Accounting on 
University Practice 


Differences between present-day methods and 
those of university accountants up to the nine- 
teenth century were due very largely to the way 
in which manorial accounting influenced univer- 
sity practice. The bailiff of a manor and the 
vice-chancellor of Oxford were both responsible 
for drawing up accounts in which the so-called 
balance, that is the balance between the charge 
and discharge sides of the account, was designed 
primarily to show the liability of the accounting 
official. The balance in the vice-chancellor’s 
account was expressed in terms which clearly 
showed how much he owed, or was owed, as 
accountant; ste debet dominus computans, or 
sic debetur domino computanti. 

The receipts were customarily referred to as 
the ‘onus’, that is the burden or liability of the 
accountant; items of expenditure incurred by the 
accountant and approved by the auditors were the 
‘allowances’, From the surviving upiversity 
archives one can study most of the machinery of 
university accounting in full operation from the 
early seventeenth century but what one would 
like to see more fully documented is what hap- 
pened when the auditors, who were normally 
heads of colleges, refused to ‘allow’ some of the 

ice~chancellor’s expenditure. 


Vice-Chancellor’s Expenditure not 
‘Allowed’ 


One such incident occurred in 1641-42. At the 
end of 1641, Dr Samuel Fell, Dean of Christ 
Church, wrote to the Vice-Chancellor Dr John 
Prideaux, Rector of Exeter College and now also 
Bishop of Worcester, to inform him that the 
delegates of accounts, that is, certain heads of 
colleges elected as auditors, had taken exception 
to four items in his accounts, amounting in all 
to {96 2s od Prideaux replied from Worcester 
in a letter which was copied into the university’s 
official account book. He pointed out that the 
four items were expenditure which might well 
have been borne by colleges or individual mem- 
bers of the university. But in one case, that of a 
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contribution to a visiting Greek who was re- 


commended to the university by the King and 
Chancellor, he had paid the sum required on 
grounds of policy, and in another case, the mend- 
ing of the water-pipes connected to Carfax 
conduit, he had paid for the work in order to 
avoid undue delays. In each case he pointed 
out ways in which the university might ‘dis- 
burden’ itself of these charges by calling on 


_certain colleges to pay, but he did not feel called 


upon to return to Oxford ‘to bee the collector’. 
The items objected to by the auditors do not 
appear in the final audited account. One thing 
is clear from his letter, however, and that is that 
John Prideaux intended to do no more about it, 


and the auditors, being heads of colleges with 


ecclesiastical ambitions, could hardly be expected 
to take drastic action against an accountant who 


„happened to be not only a vice-chancellor but 


also a bishop. 

There was always a verys human element in 
university accountancy in those happy days before 
double entry and other more complex improve- 


„ments made their strangely belated appearance in 


nineteenth-century Oxford. 


‘And so Nothing Remains’ 


From the early Middle Ages the university kept 
its capital assets in plate and coin in a chest, and 
all the incomings and outgoings were meticulously 
recorded in books of which the two surviving 
examples contain an unbroken record from 
1545 to 1756. But although each separate trans- 

action was noted in the chest-book, there was 
normally no record of a balance. If the university 


' wished to know what it had in the chest the answer 


could only be provided by opening the chest 
and counting the contents. 
The entries in the chest-book, made in running 


prose, and never tabulated, are in striking con- 


trast with the annual accounts; they show clearly 
that university accounting aimed at an annual 
settlement of official responsibilities and was not 
intended to provide a statement of the university’s 
over-all financial position. If this had been the 
intention, the last entry in the chest-book would 


-have caused the gloomiest forebodings; on April 


24th, 1756, the sum of £815 was withdrawn from 
the chest with the laconic entry et sic remanet in 


. cista nihil — and so nothing remains in the chest. 


Thus, with a sort of negative voice, did the uni- 
versity accountants announce that the days of the 


«chest were ended and the balance of investments 


was transferred to a bank the identity of which 
no one, unfortunately, thought fit to mention. 
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WEEKLY NOTES 


The Scottish Institute’s New President 


Mr George Innes Stewart, M.C., C.A., was elected 
President of The Institute of Chartered Accountants 
of Scotland for the 
year 1956-57 at the 
annual general 
meeting of the 
Institute held in 


is in his sixtieth 
year, was educated 
at Daniel Stewart's 
College, Edin- 
burgh, and was in- 
dentured in rg14 
to Messrs Martin 

i ‘ Currie & Co, of 
which firm he is now“the senior partner. In that year 
he left for the Forces, serving mainly with the Black 
Watch in the gth (Scottish) Division. He was 
wounded at Neuve Chapelle and twice decorated. 
He qualified in 1922 and, after serving in London 
with Messrs Price Waterhouse & Co and Messrs 
Buckmaster & Moore, he returned to his present firm 
in Edinburgh in 1927. 

During the last war, Mr Stewart was attached to 
the Bank of Canada, Ottawa, acting as the Canadian 
Agent of the Bank of England in connection with the 
repatriation of Canadian securities held by United 
Kingdom residents. He is. a director of the Life 
Association of Scotland and of several investment and 
industrial companies. 

Outside his professional activities, he has interests 
in the Black Watch Club in Edinburgh, the Edinburgh 
Central Hospitals Board, and is a member and former 
convener of the General Finance Committee of the 
Church of Scotland, a member of the Council of 
St George’s School for Girls, Edinburgh, and a 
commissioner of the Queen Victoria School at 
Dunblane. For a number of years he was joint treasurer 
of the Scottish Unionist Association; he is also an 
ex-chairman of the South Edinburgh Unionist 
Association. . 

Mr James Thompson Dowling, C.A., a partner in the 
firm of Messrs Thomson McLintock & Co, Chartered 
Accountants, of Glasgow, has been elected Vice- 
President of the Institute. He is chairman of the 
. Scottish Amicable Life Assurance Society, is a 
director of the Bank of Scotland and of several 
investment trusts. He was admitted to membership 
of the Institute in 1925. 
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Economic Survey, 1956 


This is the time of the year when White Papers 
relating to the economic situation appear in strength. 


Edinburgh last” 
Wednesday. 
Mr Stewart, who 


The aim of the usual trio, the Economic Survey, 
the Preliminary Estimates of the National Income and 
Expenditure, and the Balance of Payments White 
Paper is to set the economic scene on which the 
Budget measures are based. This year’s Economic 
Survey? follows the pattern laid down over the last 
few years. It provides a factual survey of the economic 
events of 1955 and the first few weeks of 1956. As 
one would expect, the survey conducts a searching 


‘inquiry into the causes of the present economic 


strain. Much of this is now familiar ground. Accom- 
panying this strain on resources, and an apparently 
inevitable part of it, is the rise in prices which was 
such a disturbing feature of 1955. The relation of 
prices to the claims on resources has been regarded of 
sufficient importance to call for a special study, 
The Economic Implications of Full Employment, 
which is really a supplement to the Economic Survey 
and preceded it by a few days. 

A strong investment boom — in itself an excellent 
thing, particularly as industrial investment forms 
such a large part of it- which began when the 
pressure of consumer demand was very high, is 
shown as the main cause of the inflationary pressure 
which developed during the second half of 1954 and 
throughout 1955. The pressure on resources forced 
up prices at home, it diverted goods from export to 
home consumption and the excess purchasing power 
it created found an outlet in increased imports. Thus, 
the balance of payments deficit in 1955, which is 
shown in, the survey to be £103 million, compared 
with a surplus of £205 million in 1954, is a direct 
result of this inflationary pressure. The survey details 
the various measures taken to relieve this pressure, 
and makes the perfectly sound point that room must 
be made for a high rate of investment, for our future 


-as an industrial country depends upon this. The 


Economic Survey will be discussed in more detail in 
our next issue. 


Implications of Full Employment 


A White Paper was issued at the end of last week 
called “The Economic Implications of Full Employ- 
ment’. There will be little complaint with the Govern- 


` ment’s analysis of the dangers of inflation which are 


dealt with in this document. There is widespread 


- agreement about those dangers and there is even agree- 


ment in the main on its causes. What is lacking in the 


- White Paper is a clear indication of what the Govern- 


ment proposes to do about it all. 
There is a definite sign of hankering after a 
solution by exhortation — that is to say, for a solution 
to be got by asking for wages and dividend restraint. 
The Chancellor of the Exchequer said at a Press 
conference the same day that he did not propose to 
fall back on government by exhortation and that the 


t Cmd. 9728.H.M.S.0.,15 od *Cmd.9725.H.S.M.O., od. 
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mastery of deflation called for determined action by 
the Government. So far so good. It is to be said in 
the Government’s favour that it has refused to call 
off the credit ‘squeeze’ ence it has begunto take effect, 
and it is likely tht there will be no more than a 
continuation of policy of credit restriction until 
the forthcoming Budget Day. It is possible by then 
that the Government may have some better idea of 
the effect on the balance of payments of the credit 
restraint which has been gradually intensified by 


Mr Butler and Mr Macmillan. As things are at the 


moment, there is still a danger that the full force of- 


the credit ‘squeeze’ will be felt in the wrong place. 
The need is to reduce the public’s consumption either 
by reducing incomes or increasing savings. The 
burden of the cuts could still fall mainly on the capital 
investment programme while the general public and 
the Government’s spending departments come off 
too lightly. 


Redundancy and Unemployment 
A pamphlet called Action Pamphlet 6: Productivity 
and Redundancy (price gd) has been put out by the 
Yeetish Productivity Council. The pamphlet sets out 
the reasons for redundancy and how individual hard- 


ship can be avoided. Redundancy does not arise, , 


says the report, where a rising demand calls for more 
production, where new products can be developed 
and alternative work found in the same company. 
Nor does it arise where recruitment can be adjusted 
or overtime reduced. If none of these remedies can 
be brought about, employers should tell workers as 
soon as possible that they are to be paid off and give 
advance warning to the Ministry of Labour Ex- 
changes so that the men can be placed in other 
employment as quickly as possible. The moat efficient 
concerns and industries, says the pamphlet, will be 
the surest providers of continuous employment. 

The purpose of the pamphlet is entirely praise- 
worthy, but it baulks the basic issue. The fact has 
to be faced that it is not always the most efficient 
industries which offer continuous employment unless 
one defines efficiency with great care. At the present 
time, those industries which can provide the steadiest 
employment are those which can be both efficient 
and can expand their exports. Many branches of the 
motor vehicle component industry are at present 
faced with the prospects of redundant labour, but 
they are certainly not inefficient by conventional 
standards. The fact has to be faced that it may be 
desirable on national grounds to move labour from 
one industry to another for reasons of national 
survival and if an overall economic policy of allowing 
the home market to expand is followed by a decision 
to contract that market in favour of export industries 
(as is happening at the present) there will be redun- 
dancy in some cases. This is the basic problem. If a 
company is to avoid redundancy, it must not only 
be efficient in terms of price: it must also make 
those things which help the balance of payments 
situation. 
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Quoting Firm Prices 


A deputation from the National General Export 
Merchants’ Group and the Purchasing Officers’ 
Association has been asking the Government to foster 
the practice of quoting firm prices. They have tald 
the President of the Board of Trade that the Govern- 
ment could give an effective lead in these matters 
through the nationalized industries and the steel 
industry. They have said that the general habit which 
has developed in British industry of quoting prices 
ruling at the time as the basis of contracts has been 
having a serious effect on this country’s export poten- 
tial. Continental suppliers are now quoting firm 
prices and overseas buyers expect to know what 
commitments are going to be when they place an 
order. 

This is one of the cases where British industry 
is probably more sinned against than sinning. The 
inability to hold export prices while other countries 
have been able to do so reflects to some extent the 
greater inflationary pressure on costs in the United 
Kingdom than elsewhere. If inflation can be cured, 
firm prices would become much*more common. The 
plea to enjoin stability on the nationalized industries 
is a further criticism of those industries’ failure to 
play a conspicuous part in the recent efforts which 
were made to stabilize prices. 


Women’s Pay Again 


Last week the engineering. employers turned down 
claims for equal pay for women engineers and a 
request has gone to the Minister of Labour to set up 
a court of inquiry. The employers offered to increase 
women’s wages in the industry proportionately to 
the increase recently given to the men, but the 
unions would not accept this. So far as the employers 
are concerned, it is probably the size of the bill 
which has frightened them. Equal pay would cost 
the industry about £50 million a year and, if non- 
federated companies are included, the number of 
women involved would be about half a million. 
The employers’ attitude is understandable if not 
particularly enlightened. The unions are getting 
themselves into an exceedingly tangled position. 
Trade unionists in the engineering industry have for 
some time accepted the need to overhaul completely 
the structure of wages in the engineering industry 
and to try to get some sort of order out of a maze of 
varying practices on skilled and unskilled rates in 
different localities. Nothing has been done about this, 
however. Now the unions have espoused the cause of 
equal pay for women, knowing as they must that 
their chances of getting agreement with the employers 
on this issue at the present time could hardly be 
smaller. The argument for equal pay may be a 
routine bargaining counter for trade unionists in 
frying to get better wages for women, but if they 
expect to lose the principle in the pay packet they 
probably reckon without feminine tenacity. 
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_ FINANCE AND COMMERCE 


The stock-markets are making an inevitably quiet 
approach to the Budget. Successful corporation and: 
county issues have assisted the gilt-edged market 
but home equities failed to attract any material 
support. New ‘rights’ offers compete strongly for 
investment funds. 


Preliminary Statement 


This week’s reprint includes the preliminary statement 
of profits and dividend of Mitchells, Ashworth, Stans- 
field & Co Ltd, manufacturers, printers and dyers of 
all classes of felt, as it was issued by the company for 
publication. It is comparatively short in itself, but 
to see the position it shows more clearly, we have 
gone back in time to the accounts for the year to: 
December 31st, 1954, which form the basis of the’ 
1954 comparison column in the preliminary statement. 
Looking back to the actual accounts, one cannot help. 
but feel that the figures in the preliminary statement 
need some accompanying explanation before they 
can be accepted with any assurance. 

In the preliminary statement, the parent company’s 
net profit after taxation for 1954 is given at £68,898, 
but the accounts show that £2,433 of this figure was 
in respect of profit on sale of investments, an item 
which is more in the nature of the fortuitous than in 
the ordinary course of the business. 


Taking the group net profit after taxation of 
£71,098, the fortuitous element if the figure is even 
more pronounced, the actual accounts for 1954 
showing in the consolidation £21,631 for profit on 
sale of investments. One need go no further than these 
two profit items to feel somewhat insecure regarding 


the 1955 figures. 


MITCHELLS, ASHWORTH, STANSFIELD A CO LTD 


At a board meeting of Mitchells, Ashworth, Stansfield & Co Ltd, held on 
March 2nd, 1956, it was decided to recommend payment of a final dividend 
on the company’s ordinary stock at the rate of 15 per cent actual, less 


income tax. 
Year ending December 3! st - 
125 as l 
Parant company net profit after taxation. . 68,898 145,980 
b Group company net profit after taxation. . 71,098 116,312 
United Kingdom taxation eraros in arriv- a 
Ing at the above results .. 88,000 {26,855 


(d) Dividend (net) 
Preference for the year . ER , Tt 7 
tet A interim sie SS .. 10% actual i actual 
Je) Distribution of Sat profit (tax free) . 2 
Ali the above figures are RA to sudit, 


Investment Position 


The investment position is worth noting. There was 
in 1954 a reduction in the holding of unquoted 
corporation mortgages and a disposal of the holding 
in quoted British Government securities, leaving the 
holding of quoted securities in the form ‘of other in- 
vestments costing £11,862, but with a market value at 





MITCHELLS, ASHWORTH, STANSHELD A COMPANY LIMITED and SUBSIDIARY 
CONSOLIDATED PROFIT AND LOSS ACCOUNT for the year ended 3lst December, 1954 





f 


£ 




















REMUNERATION OF DIRECTORS — . 
Salaries and Commission A ie .. 28,289 
Pension — Retired an ene Sé T 1,000 
ein ES eme i sie ue 1,539 
` 31,328 
. Depreciation . i Lë T 43,304 
Property Expenses leas Rents recelved < ER 55 
A 74,687 
PROFIT FOR THE YEAR BEFORE TAXATION 143,518 
£218,205 
TAXATION— 
Income Tax Schedule “D” 71,000 
Income Tax Schedule ian SÉ és .. 3,325 
Profits Tax ae vs Së Sé .. 17,950 
— 92,275 
PROFIT FOR THE YEAR AFTER TAXATION .. 71,097 
C £163,372 
DISTRIBUTION OF PROFIT— S 
Preference Dividend (Net}— k 
ei Half ly Dividend pald ist September, 1954 4,899 
Proviston for RE EE to ee aaa 
lst March, 1955. 4,899 
———~ 9,798 
Ordinary Dividend (Net}— 
W Interim Dividend at 10% actu ,, £3,135 
b) Provision for Final Dividend at "oe actual |. 13,135 eee 
UNAPPROPRIATED BALANCE OF PRORT carried 
forward oa eg S : 105,068 
= 
£141,136 








€ <2 
Trading Profit DR RT ER 189,820 
Investment Income (Net) S 3,92! 
„Deposit Interest (untaxed) , {,510 
=> Profit oP Sale of Investments. is e Sp 21,63) 
r Fees . + at . > =+ KA 
Commission for 1953 waived by the Managing Directors 1,303 
£218,205 
PROFIT BEFORE TAXATION : 143,518 
bar Pa respect of Inith! Allowances appropriated to 2.000 


Loss of Subsidiary, prior to acquisition, deducted in 
arriving at Capital Reserve ; (5,915 
Taxation Provision, Ge not t required and Income Tax 








recoverable. . ER 1,939 

, £163,372 
PROFIT FOR THE YEAR AFTER TAXATION—- 

e, Company -» 68,898 ; 

bsidlary Company (from date of acquisition) ee ac 

——— 71,097 

70,039 


Balanco brought forward from 3st December, 1953 


£141,136 
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balance sheet date of £81,850, which 


is quite a substantial paper profit.’ 


Did this able handling of the com- 
pany’s investments continue in 1955? 
Was there further profit on sale of 
investments which, in view of the 
composition of the 1954 profits in 
the preliminary statement, one might 
presume would come into the 1955 
preliminary profits? 

Time was when public companies 
merely announced a dividend prior to 
publication of accounts. But experience 
showed that a dividend alone could be 
misleading or, at any rate, inconclusive 
as a guide to a company’s position. 
And the Council of the London Stock 
Exchange very wisely recommended a 
form that a preliminary statement 
should take, urging, among other 
things, that items fortuitous or not 
normal to the year’s working should 
be given in proper context. 

It is the sort of thing that should 
come naturally and not need special 
emphasis. Yet apparently it does. 


Marley Quarterly 
Following the reprint of the accounts 
of The Marley 'Tile (Holding) Co Ltd 
in our issue of January 28th, we are 
pleased to place on record the com- 
pany’s introduction of quarterly profit 
statements. The first statement covers 
the three months to January 31st, 1956, 
and is provided with a comparison 
against the corresponding quarter a 
year ago. 

The statement shows a group profit 
before depreciation of £386,607 
(£237,320). Depreciation required 


£96,517 (£81,994), leaving £290,090 - 


(£155,326) as group profit before 
taxation. Taxation is shown at £139,221 
(£70,539), leaving group profit after 
taxation at £150,869 (£84,787). Of 
this, £37,570 (£27,236) was attribut- 
able to minority interests, leaving 
£113,299 (£57,551) as the profit attrib- 
utable to the holding company. 

Notes to the figures point out that 
the statement is subject to audit and 
the usual year-end adjustments. Trade, 
on the whole, was good, assisted by 
excellent building weather. 

What one company can do,’ others 
can. The company world is moving in 
the direction of interim profit state- 
ments — just as years ago, long before 
legislation required it, the move was 
to consolidated accounts. 


MITCHELLS, ASHWORTH, STANSFIELD & COMPANY LIMITED and SUBSIDIARY 


CONSOLIDATED BALANCE SHEET as at 3ist Dacember, 1954 
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FIXED ASSETS— 
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Research Laboratory . 
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Arising upon purchase of shares of Subsidiary 


Excess Profits Tax ~ Post War Refund 
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es (Not Quoted) 


British Corporation Mo 
Other Investments (Quoted) .. 


INVESTMENTS (At Cost}— 


78,575 


E 


REVENUE RESERVES— 


Geen" 


DEBT OWING BY DIRECTOR (since repaid) 


CURRENT ASSETS- ` 


(Market Value at Dace 


General ., 


Stack at or under Cost 


883 


zs es A 
vw en + © 


a pp @ s 
8 ¢ + o ‘o 


~y e a è a 
> > è y >” 


> > e @ e 
a = ge e 


of Dividends 
Dopreriaiion 
ecount 


Profit and Loss 


Accumulated Profit on Sala of Investments 


Equallzarion 
Future e A 


Trade Debtors and Prepayments (Net) on E 
Cash on Deposit on Current Account and in hand 





g 
J 








1,212,341 


£1,293,616 


ND SUR- 


TOTAL SHARR CAPITAL, CAPITAL RESERVE A 


a PLUSES ee 


213,214 
17,950 
5,323 


ZS 


Sundry Creditors and Accrued Charges (Nat) 
Income Tax 1954- oe. te. oe 


Profits Tax 


LESS CURRENT LIABILITIES— 


71,000 
36,056 


Taxation Equallsacion Account representing reflef In respect of 
Initial Allowances ae ea aan CR es sa ada 


Income Tax, 1955-56, payable Ist January, 1956 


FUTURE TAXATION— 


4,899 


13,135 


4,776 


107,056 





ac2% .. 


NET CURRENT ASSETS 


953,044 








(Outstanding Commitments for Capital Expenditure 


amount to approximately £5,000) 


aa R. T. ASHWORTH ŅDirectors 





£! ,400,672. 


. A. STANSHELD 


£1,400,672. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions @xpressed. 


‘The Royal Commission Under Fire’ 


Sir, — I have read, and I am sure most of your readers 
will have read, with interest, your discussion in the 
editorial comment of March roth, of the two state- 
ments on the work of the Royal Commission on 
Taxation of Profits and Income, one by the Federa- 
tion of British Industries and the other by the 
Association of British Chambers of Commerce. 
The one topic which you have selected, quite rightly, 
is the dominating problem of whether the balance 
of profit or loss should reflect changes in the pur- 
chasing power of money. 

It would not be unfair to suggest that the tone of 
your comment is somewhat adverse to the arguments 
advanced by the two trade associations. You refer, 
but not very convincingly, to some of the arguments 
deployed by the Federation of British Industries; 
you do not answer the shorter but equally weighty 
arguments advanced by the Association of British 


Chambers of Commerce. In this, of course, you are 


following the editorial policy which you have con- 
sistently adopted during the long debate on this 
subject and no one would question your perfect 
right to do so. It is not my purpose to re-argue the 


case in this letter; my object is the narrower one of 


suggesting that your views may not now reflect the 
opinion of the majority of accountants. It may, 
therefore, be desirable for you to think again if you 
aspire to make good the assertion which is written 
under the title of your journal on the cover. 

You may not be aware that accountants played the 
most active part on the taxation committee of the 
Federation of British Industries which prepared the 
statement. The taxation committee has forty-five 
members, of which nineteen are accountants of 
whom sixteen are members of the Institute. The 
composition of the committee of the Association of 
British Chambers of Commerce is shown on the back 
page of their report. Fifteen out of nineteen members 
are accountants. This feature is quite natural because 
accountants live with accounts and taxation. But it is 
a feature to be noted with interest that accountants are 
the main authors of the two memoranda criticized in 
your review. 

It is also worthy of note that The Institute of 
Chartered Accountants has been left somewhat in a 
state of isolation in the views expressed by it in 
favour of retaining historical costs in the famous 
Recommendation XV. 

The Scottish Institute of Chartered Accountants 
is neutral; it advises its members to keep an open 
mind and to study the new philosophy. The Society 
of Incorporated Accountants, and The Associatiog 
of Certified and Corporate Accountants, and The 
Institute of Costs and Works Accountants have each 


plainly declared that the profit and loss account is 
wrong if it does not pay regard to the changed value ` 
of money. 

The memoranda issued by the two trade associa- 
tions are an indication not only of the decided views 
of industrialists and merchants but also of a strong 
trend of opinion among the accountants who have 
had to grapple with the problem of the declining 
value of money during most of the formative years 


of their lives. 
Yours faithfully, 
London, EC 3. FRANK BOWER. | 


[We do not think it unfair to suggest that the tone of 
our comments was adverse to the arguments advanced 
by the two trade associations, although we do not 
understand what is meant by referring ‘not very 
convincingly’ to the Federation arguments. The two 
statements were long ones and lack of space prevented 
detailed examination of them. 

We did not pronounce on the advisability or not of 
preparing accounts in such a way as to reflect the fall 
in the purchasing power of money. If the majority 
of accountants are in fact preparing accounts of 
business firms on those lines, then we should have to 
confess to being out of touch. The truth is, of course, 
that accountants who advocate the change have not in 
general adopted it yet. 

Granted that the general principle is to be adopted, 
there is surely everything to be said for ensuring that 
it is workable and that it does not generate more 
anomalies than it seeks to remove. It is for that reason 


. that we question the logic of the Federation’s con- 
‘cession in relation to business liabilities. If the principle 


of this concession is, nevertheless, to be adopted, it 
would be interesting to see the form of the legislative 
provisions which are contemplated. 

Finally, we pointed out that tax reductions to 
encourage the purchase of assets as a hedge to inflation 
seemed to be at variance with the Government’s 
present policy. Mr Bower is possibly falling into the 
error of thinking that all who are not for him are 
against him. He has performed very considerable 
services in the field of taxation theory and has produced 
some excellent ideas. But it is not impertinent to point 
out some of the snags of the revolutionary changes 
which he recommends. — Editor.] 


The Drift to Industry 


Sm, — Mr Heatherington’s letter in your issue of 
March 3rd, leads me once again to raise my voice 
in protest against things as they are in the life of the 
smaller provincial accountant. 

Mr Heatherington is quite correct in stating that 
owing to the higher salaries and other inducements 
which industry can offer, there is a great dearth of 
skilled labour, whether qualified or otherwise, in the 
accountancy profession. This shortage arises, mainly 
bat not exclusively, from the fact that the fees which 
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the smaller provincial accountant can charge pre- 
clude him from paying the higher salaries which he 
would like to do and which he knows are justified. 
The reason is that the accountancy bodies continue 
to regard themselve? as being concerned only with 
the standard of ethics and proficiency of their 
members, with an occasional ‘recommendation’ on 
accountancy principles and allied matters thrown in 
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Mr Ann Mrs ‘Sactrn’ 
PARTNERSHIP CLAIM 


A. Where there ts Set deed or agreement 


1. Please forward the document 


2, From what date was the agreement ` 


in fact operated — this is not neces- 
sarily the date stated in the docu- 
ment as the date for commencement 
of the partnership — and how is that 
date established (e.g. when was the 
partnership bank account opened?) 


None. 


Married, June 5th, 
1955. 


for good measure, and not with the professional D Where there is no writtsn agreement the following information is 


welfare of their members. 

This state of affairs will continue until the Institute, 
the Society and the other governing bodies wake up 
to the fact that such matters demand immediate and 
vigorous action, but by then it may be too late. 

Yours faithfully, 


Hitchin, Herts. 5. McCOMBIE. 


Covenant: Trust Balance Sheet Problem 


Sir, — I would like to have the views of your readers 
on the problem set out below. 

I showed the present value of an irrevocable 
covenant as an asset in the balance sheet of a research 
trust. The auditor objected. His reasons were: 


(1) It is wrong to capitalize future income; 
(2) It is unprecedented. 
My arguments are: _ 
(1) The purpose of a balance sheet is to show the 
assets. An item is an asset either 1f: 
(a) it can itself bereadily converted into money; 
or 
(5) it can earn money. 
The reason an assembly line is included in a motor 
company’s accounts is because the assembly line is a 
source of income. Likewise the covenant is a source of 
income. 


(2) Trust balance sheets (as distinct from trust 
fund balance sheets) are rare. It is not surprising 
there is no precedent. 


In the event, the covenant was left out of the assets 
on the balance sheet and a note entered instead. 
Yours faithfully, ` ` 
COVENANTER. 


Partnership Pitfalls 


Dm, — Your readers might be interested in the 
enclosed guestionnatre received from an Inspector of 
Taxes and completed by a lady and gentleman carry- 
ing on a seaside snack bar. 

A little ‘poetic licence’ has been taken with a few of 
~ the replies, but the majority (‘camouflaged’ as 
necessary) are authentic, as are the questions. 

The unsolicited ‘reply’ to No. 2 doubtless explains 
a good deal as regards the answers, of which Nos. 
3, 18 and 24 are particularly illuminating. The 
genius who devised the questions should undoubtedly 


go far. 
Yours faithfully, 


Barnstaple. C. W. TAYLOR. 


required: 

3. What are the fuli names and addres- 
ses of the ‘Partners,’ ; 

4.-In what name is the business carried 
on and at what address . 

5. Does the stationery (notepaper and 
ee used in the business show 

e 

names of all the ‘partners’. Please 
attach specimens of the notepaper, 
billheads, etc, ; 

6. Has the business been registered 
under the Business Names Act, 

` 1916, and oh what date... 

7. Who are the business bankers (bank 
and name of branch) 

8. In whose name does the bank ac- 
count stand? 

g. Who is authorized to draw cheques 
on the business bank account? 

Lo, (a) What properties are occupied for 

the business? .. 

(b) Is a rent ne for this Property 
and to whom? . 

(c) If a rent is not paid, in whose 
name do the ot paia, : 

(d) If the property is ey in 
whore name does the lease or 
tenancy agreement stand? 

rx. Business licences — in whose names 
are these made out? 

12. Business insurance policies — In 
whose namea do these stand? : 

13. Is each ‘partner’ always consulted 
and his or her consent obtained in 
all .major matters concerning the 
conduct of the business? .. 

14. What part does each ‘partner’ play 
in the day-to-day conduct of Së 
business? ` 

15. Which of the ‘ Ee have power 
to engage and dismiss staff? 

16. Which of the ‘partners’ places orders 
on his (or her) own responsibility? 

17. Is each of the ‘partners’ known to be 
a ee by SERATA and custom- 
erg 


18. What capital from his or her own 
Tesources was promesi by each of 
the ‘partners’? 

ro. In what proportion is the capital 
owned, if not as at 18? 

20. What are the EEN as to: 

o Interest on ‘partners’ capital 
b 


‘partnership’ name and the ` 


Wife and Self. 
Hot Dog, Bluesea. 


None. 


Yes. 
Shark & Rook Bank, 
Bluesea, 


Joint. 

a Either, 
Hot Dog. 
No. 


Ours. 


We ha’ our docts. 


Both 
part. 
Will decide when we 
see ‘staff’. 


claim major 


Either, 

Full introductions to 
customers at a s¢a- 
side snack bar are a 
matter of some diffi- 
culty, but sufficient 
fame may be achieved 
in time. 


As much as necee— 
sary. 


Salaries to be drawn by ‘partners’ Jo be decided. 


c) Sharing of profits and losses 
2%, Are records being kept of individual 
‘partners’ drawings from the 
business? .. 
22. Will annual profit snd loss accounts 
and balance sheets be drawn up? 
25. Will the balance sheets show separ- 
ately for each ‘partner’: 
` (a) the capital 
„ (2) the drawings from the business 
a4. (a) From what date has the partner- 
ship been in force? 
(b) How is that date identified? 


We jointly and sever— 
ally hope so. 


Yes. 


Le 


Le 2 


356 


THE ACCOUNTANT 


March 31st, 1956 


FOR STUDENTS 


TAXATION 
New Rating Assessments 


Readers will be aware of the new rating assessments 
which have now been completed throughout the 
country, and which come into force to-morrow. 

These assessments have been made by the Valuation 
Office of the Inland Revenue, to whom the work was 
transferred from the local authorities who had formerly 
been responsible. One of the declared objects was. to 
eliminate the disparity between the assessments on 
properties for rates and those for Schedule A income 
tax. 

As yet, there is no indication that-these new assess- 
ments for rating will be adopted for the purposes of 
_taxation. Questions recently asked in the Houses of 
Parliament have failed to elicit any very definite .in- 
formation on this point. 

One of the effects — if not the intentions — of the 
new rating assessments is to transfer some of the 
burden of rates from private householders to busi- 
nesses: accordingly, the increases in business assess- 
ments have been nfore, proportionately, than those for 
private houses. 

Were the assessments to be adopted for the purposes 
of Schedule A, however, a marked contrast would 
arise in the result. 

If a building is used exclusively for business pur- 


poses, the Schedule A tax is virtually a payment on . 


account of the total income tax liability, since the net 
annual value of the premises will be allowed as a 
deduction in the tax computation. Not so with private 
householders, however; in the case of owner-occupied 
premises, the net annual value is regarded as being the 
income of the taxpayer, and taxable accordingly. 

The effect of adopting the new rating assessments 
for the purposes of Schedule A would therefore be 
almost negligible to businesses, but would sub- 
stantially increase the income tax payable by house 
owners. 

But two qualifications must be made: businesses 

would be adversely affected in the first year of the new 
assessments, since the net annual value deductible in 
a Schedule D, Case I or II computation is that of the 
basis period of the accounts, and not of the actual year 
of assessment under Schedule D. 
_ Let property which was the subject of excess rents 
assessments would not be affected if the amount of the 
increase was less than the amount of the excess rent 
- assessment, but owner-occupied property would 
attract further liability save in the comparatively few 
cases where a maintenance claim would still be 
restricted to the new net annual value. 

A further point arising from the new rating assess- 
ments is in connection with business premises which 
are not solely used for the purposes of the trade- 
e.g. a shop where the owner and his family ‘lives over’. 

The customary procedure, in the absence of special 
factors, is to allow two-thirds of the expenses arising 
from the occupation (e.g. rent, rates, heating, lighting) 
to be charged against the business profits for the pur- 
poses of the Case I or II assessment, the balance of 
one-third being regarded as the measure of the bené- 
ficial occupation by the proprietor. 

Since the assessments on business premises have 


been increased in greater proportion than those on 
private. houses, the continuance of the one-third pro- 
cedure would charge the proprietor with more than 
a proportionate share of the rates. It is understood that 
in the case of ‘mixed’ occupation of the premises, the 
revised assessment reflects the fact that part of the 
premises are privately occupied: however, since the rates 
will be payable on the one assessment for the whole 
property, this will only provide partial alleviation of the 
problem. 

= Section 137 (c), Income Tax Act, 1952, provides 
that where premises are used partly for business pur- 
poses and partly for private purposes, the maximum 
deduction from the profits shall be two-thirds of the 
annual value or of the rent, unless the Commissioners 
agree that in the special circumstances some greater 
proportion is proper. 

A purist might claim that these provisions are on 
rent alone, and that rates is a distinct expense. How- 
ever, the two are invariably taken together in current 
computations. 

Whatever the final outcome may be, it will be 
interesting to see what arguments are forthcoming, 
from both sides, in connection with the “business 
proportion’ of rates in accounts going beyond March 
31st, 1956. : 


COST ACCOUNTING 
Fixed and Variable Overheads 


Overhead expenses are innumerable in nature and 
number, but whatever the overhead expenditure, 
it is usually found to take on the characteristics of 
either a fixed overhead or a variable overhead. 

A fixed overhead is one the amount of which does 
not vary with the volume of production; thus the rent 
and rates of a factory are constant, whatever the level 
of production may be in the machine shops. Hence rent 
and rates are two examples of fixed overheads. 

Other expenses, such as heating and lighting, packag- 
ing charges and transport charges, vary almost in 
direct proportion to the level of activity. Hence these 
overheads are termed variable overheads. 

In practice we find that there are a few charges 
which will not easily be classed as either fixed or 
variable: these are the borderline cases which are 
usually referred to as being semi-variable overheads. 
An example of such a semi-variable overhead is in 
the electricity charge, when this is based on a standing 
charge for a period with a small additional charge for 
every unit of electricity consumed. Thus part of the 
charge is a fixed overhead and the balance is a variable 
overhead. 

It is usually necessary to distinguish between fixed 
and variable overheads at an early stage in the prepara- 
tion of cost accounts if the statistics produced are to 
be in any way useful to the management for the pur- 
poses of estimating. Fixed overheads represent the cost 
of providing the equipment and facilities with which 
production may be commenced. Thus a factory build- 
ing must be provided with main services etc. and 
even if for short periods the level of production is 
nil, these expenses must still be met. Variable overheads 
will increase as does production, and similarly, if pro- 
dugtion should decrease or even stop, variable over- 
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heads will be accordingly decreased or extinguished. 

In times of a trade slump it will usually be bene- 
ficial for a company which is unable to fill its productive 
capacity to accept orders, provided that the price for 
these will cover môre than the variable overheads. 
In this way a contribution will be made from sales 
revenue to the fixed overheads which would otherwise 
constitute a dead loss. Over the long term, however, 
it is essential that fixed overheads should be recovered 
from production, since if this is not done an overall 
loss will be shown in the financial accounts. 

Since all overhead expenditure must be recovered 
from production it will be seen that the greater the 
level of production the lower will be the proportion 
of fixed overheads to be recovered from each unit of 
production. Thus fixed and variable overheads con- 
stitute respectively variable and fixed charges against 
each unit of production, the magnitude thereof 
depending upon the level of production. This feature 
sometimes confuses students, but it should be borne in 
mind that the terms ‘fixed’ and ‘variable’ are applied 
not to the unit of production, but to the period of time. 
Thus rent as a fixed overhead is fixed in amount in 
relation to time — e.g. one year. 

The reservation must also be made that fixed ex- 
penses are fixed only within broad limits. For example, 
if production in a factory rises at a high rate, it will 
eventually be necessary to acquire additional factory 
accommodation. Hence the so-called fixed overhead 
of rent will be found to fluctuate and its adjective may 
therefore be queried. Fixed overheads, therefore, are 


fixed only within certain levels of production. Con-. 


versely, variable overheads do not fluctuate in precisely 
the same proportions as output, for there are bound to 
be certain facilities in a factory of which full use is 
not being made at any time. 

For the purposes of cost accounting, however, 
it is the trend rather than the precise detail which is 
important. 


ACCOUNTANCY 
Control] Accounts 


Control accounts are a most uséful means of grouping 
the ledger accounts in a book-keeping system so that, 
in effect, a trial balance may be taken out on part only 
of that system, and any errors in book-keeping may be 
localized before a search is made for them. As the name 
implies, they also enable a means of control to be im- 
posed on the work of the book-keeping staff. 

Some text~books refer to these accounts as ‘adjust 
ment accounts’; others as ‘total accounts’: but the com- 
mon generic term applied to them in practice is 
‘control accounts’. 

The simplest and most common form occurs in 
connection with the sales ledger. In addition to the 
customary posting of items to the debtors’ accounts, 
the totals from all posting media (e.g. sales journal, 
cash-book, journal) are posted to a control account. 
At any given time, therefore, the balance on the control 
account should equal the net aggregate balances on the 
individual accounts in the sales ledger. 

Some text~books insist on teaching control accounts 
as being an integral part of double-entry by showing 
a sales ledger control account in the nominal ledger, 
and a nominal ledger control account in the sales 
ledger: in effect, this means two control accounts, 
with the debits and credits reversed. In the case of 
large companies, and particularly where mechanized 
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book-keeping is employed, this is often found to be 
the case: one may find the ‘sales ledger control account’ 
kept manually by the chief accountant and the 
‘nominal ledger control account’ (in the sales ledger) 
kept on the book-keeping machines. Very often, 
however — particularly with smaller firms — the control 
account is kept only in one place, and is used as much 
as a means of localizing errors (otherwise to be found 
only on a general trial balance) as a means of control 
in the audit sense, 

Where the double-entry system of control accounts 
is in force, the sales ledger (and other ledgers so 


ntreated) will be self-balancing, since the control account 


kept therein is usually the reverse of the entries ap- 


. pearing in the individual ledger sheets of the debtors. 


To the purist who wonders how a single. form of 
control account can be reconciled with the golden 
rule of book-keeping ‘every debit must have a credit’, 
the explanation may be one of two: the so-called 


«golden rule is outdated, and in many respecis we now 


have triple-entry book-keeping; or the single-entry 
control accounts are merely memorandum accounts, 
which do not form part of the basic records (being 
accordingly omitted from a general trial balance). 
The former explanation is nearer the truth, though the 
latter explanation is quite satisf&ctory to those who 
perhaps mourn the passing of so-called inviolable 
golden rules. 8 


PRACTICAL TAXATION PROBLEM 
Mr Blank is a married man with two children. 
The elder child, Roger, is aged 22, and is an articled 
clerk to a chartered accountant. No premium was paid 


a 
sikh Le 


_for his articles, and in 1955—56 he received a salary of 


£104. 

The younger child, Daphne, is aged 17 and is ata 
full-time school. 

Mr Blank is a company director, receiving a basic 
salary of £2,500 per annum. In 1955-56 he also re~- 
ceived a bonus of £250, and the Inspector of Taxes 
contended that the value of benefits in kind to Mr 
Blank were (a) {100 for the use of the company’s 
car on private journeys, and (b) £50 for sundry enter- 
tainment nses which the Inspector does not feel 
have been ‘wholly, necessarily and exclusively’ in- 
curred for the purpose of his employment. Mr Blank 
does not propose to contest these figures. 

His wife is a journalist, and has been so for several 
years. Her profits for the year ended December 31st, 
1954, amounted to £440; for the following year, £600. 
She claims capital allowances at a basic rate of 5 
per cent per annum on office equipment, the written 
_down value of which at April 5th, 1955, was £160. 

Mr Blank owns the house in which he lives, which 
has a gross annual value of £80. He has had a mainten- 
ance claim agreed for 1955—56, based on the expendi- 


_ture of the five previous years; this averaged Zog, 


~ Mr Blank pays the following life assurance 
premiums: 
Policy on own life: sum assured £5,000: premium £85 
Policy on wife’s life: sum assured £1,000: premium {20 
Policy on Roger’s life: sum assured £2,000: premium {15 
How much income tax does Mr Blank have to pay 
for 1955-56? (Ignore national insurance contributions 
and family allowances.) 


The answer will appear under ‘Notes and Notices’ 


-in next week’s issue. 
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EAST ANGLIAN SOCIETY 
OF CHARTERED ACCOUNTANTS 
RESPONSIBILITIES OF MODERN MANAGEMENT 


The annual dinner of the East Anglian Society of 
Chartered Accountants was held at The University 
Arms Hotel, Cambridge, on March 23rd. 

Mr A. S. H. Dicker, M.B.E., F.c.a., President of the 
Society and Vice-President of The Institute of Char- 
tered Accountants in England and Wales, presided 
and with Mr W. S. Carrington, F.c.a., President of 
the Institute, received the eighty-one members and 
guests, among whom were Councillor R. H. Mallett, 
Deputy Mayor of Cambridge; Mr Melford Stevenson, 
Q.C., Recorder of Cambridge; Viscount Caldecote, 
D.8C., A.M.L.MECH.E., A.M.I.E.E., and 


Mr F. R. Bowden (Præsident, GE Institute of Norwich), 
His Honour Judge ‘Lawson Campbell; Messrs K. N. 
Clare, F.c.w.A. (President, Norfolk and Suffolk Branch, 
Institute of Cost and Works Accountants); E. G. Cooper, 
A.C.A. (Vice-President, East Anglian Society of Chartered 
Accountants); S. Dixon, M.A., A.C.A. (President, Birmingham 
and District Society of Chartered Accountants); E. O. Frank, 
¥.C.A. (President, South Eastern Society of Chartered Account- 
ants); Councillor F. H. Jeeps, M.c. (Chairman, Cambridgeshire 
County Council); 

Messrs A. S. MacIver, M.C., B.A. (Secretary, Institute of 
Chartered Accountants in England and Wales). R. P. Matthews, 
B.COM., J.P., F.C.A. (Chairman, London and District Society of 
Chartered Accountants); F. S. Mowforth, F.C.A., (President 
Hall, East Yorkshire and Lincolnshire Society of Chartered 
Accountants); R. H. Quiney, A.C.A. (President, Leicestershire 
and Northamptonshire Society of Chartered Accountants); 
C. H. Sutton, F.s.a.a. (President, Incorporated Accountants 
District Society of East Anglia); G. Waterwotth, F.c.a. (Prest- 
dent, Manchester Soctety of Chartered Accountants): C. A. 
Whittington-Smith, LL.M., F.C.A. (President, Sheffield and 
District Society of Chartered Accountants). 

The toast of “The Institute of Chartered Account- 
ants in England and Wales’, was proposed by Mr 
Melford Stevenson, Q.C.; who, in a light-hearted speech, 
referred to chartered accountants as the ‘whalebone 
in the corset of commerce’. “Without them and their 
valuable assistance’, he added, ‘it would be difficult to 
visualize the plight of British industry and business.’ 


The Institute’s Research Activities 


Replying to the toast, Mr Carrington spoke of ‘much 
activity’ sponsored by the Institute in the field of 
research; he referred to the admirable library in 
London, with its 18,000 volumes, and to the reference 
libraries in thirteen provincial centres. He gave details 
of the membership and activities of the main and 
regional taxation and research committees, adding that 
there were further facilities for post-graduate research 
study and discussion in the annual summer courses at 
Oxford. and the numerous short residential courses 
arranged by district societies. He continued: 

“Whatever may have been the case in the dim and distant 
past, no longer can it be said that chartered accountants 
plough furrows in blinkers; we must certainly work with a 
purpose, whether it be in the field of auditing, where our 
purpose is to see that accounts submitted to proprietors are 
true and fair; in the field of taxation, where our task is to se€ 
that our client pays what is legally due and no more; or in 
the sphere of management accounting, where our aim is to 


advise upon systems of accounting that will serve as effec- 
tive aids to management in a maximum efficiency 
from the labour, plant and sales at its command. 


Management is the New Aristocracy 


‘Management is undoubtedly the new aristocracy; it is the 
very centre of gravity of power and influence for good or 
evil in this country today; as always, great power carries 
with it corresponding responsibility. The combined effect 
of long-continued high rates of taxation and the tremen- 
dous technical developments ef the last thirty to forty years, 
necessitating the use of very costly plant and widespread 
organizations for the acquisition or production of raw 
materials and the disposal of mass products, has brought 
into being mammoth concerns where, in the majority of 
cases, the proportion of the share capital owned by the 
directors and managers is wellnigh negligible. 

‘We have thus reached a stage where ownership end 
management are no longer to be found in the same hands, 
or even in the same families, as was once the case with 
British industry; further, the very size of. these industrial 
giants materially reduces the field of alternative employment 
in many localities, and the very magnitude of their produc- 
tive capacity tends to lessen the number of alternative 
sources of supply open to the buying public; thus, modern 
management has a threefold responsibility — to the inves- 
tors, individuals and institutions who own the business; 
to the employees; and to the public. None can be disregard- 
ed, save at the risk of peril to the whole system. 


Promotion Within an Organization 


‘One of the most important long-term problems in these 
large companies — and it has a bearing on all three aspects 
of responsibility — is the provision of an adequate flow of 
promotion right up to the highest positions within the 
organization, and the choice of replacements to fill board 
vacancies; in days gone by, this latter was often carried out 
on the hereditary principle and where directors or their 
families were the principal shareholders this system, no 
doubt, sufficed because, if direction was inadequate and 
money was lost, those responsible suffered most. 

“Technical knowledge may not always be essential, 
but if it is, it should be of the very best. Character and 
ability to manage men are the prime essentials, however; a 
very high 1.Q. rating, valuable though it may be, is of itself 
not the sole criterion by which potential managers and 
directors should be chosen. 

‘It is in the formation of character and the inculcation 
of the ability to work with and manage others that I think 
the schools, universities and professions of this country 
must all work to the same end, to produce something more 
than mere super-cfficient technicians by allying with the 
knowledge of the latter a due sense of proportion and ability 
at all times to identify the spurious, and the strength of 
mind to reject it.” (Applause.) 

Mr E. G. Cooper, A.c.a., Vice-President of the 
Society, proposed the toast of “The Guests’ and the 
reply was made by Viscount Caldecote who said 
that as an engineer he agreed with the remarks 
expressed earlier by Mr Carrington, calling for the 
support of the universities in providing a technological 
and general background for present-day students. 

“Whatever we are and whatever profession we follow,’ said 
Viscount Caldecote, ‘we are all grateful and owe a great debt 
to members of your profession.’ i 


THE ACCOUNTANT 


359 


DINNER IN CARDIFF 


Incorporated Accountants’ South Wales 
and Monmouthshire District Society 


The annual dinner of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society 
was held at The Park Hotel, Cardiff, on Friday, 
March 23rd. Mr D. R. Carston, F.S.A.A., President of 
the Society, was in the chair, and with Mrs Carston, 
Mr Bertram Nelson, C.B.E., J-P., F.S.A.A., President of 
The Society of Incorporated Accountants, and Mrs 
Nelson, received the 258 members and guests who 
attended. Among the guests there were: 

Councillor William Groves (Deputy Lord Mayor of Cardiff) 
and Mrs Ronald Groves (Deputy Lady Mayoress); Mr 
E. T. Griffiths (President, Association of H.M. Inspectors 
of Taxes, Great Britain); Mr G. H. Hills, Spaas, (President, 
Incorporated Accountants Birmingham and District Society), 
Councillor Percy C. Jones, j.p., and Miss Heather Jones 
(Deputy Mayor and Mayoress of Newport); Mr J. Love, 
F.S.AA. (Secretary, Society of Incorporated Accountants in 
Ireland); Dr A. Sinclair (Headmaster, Hotoardians High 
School). 

Proposing the toast of ‘The Society of Incorporated 
Accountants’, Dr A. Sinclair said he believed that the 
members of the teaching profession and the account- 
ants of this country were key-workers. in the field of 
education. The salvation of the country was in large 
measure in the hands of the teachers and the account- 
ants if the country was to be brought back to a real 
sense of values. 

Responding to the toast, Mr Bertram Nelson said 
there were rumours going about that the Chancellor 


of the Exchequer was preparing a short Budget this 
time. We were lucky in some ways, compared with 
other countries. There were 2,017 forms of taxation 
in France. If there was to be a relatively short Budget, 
he hoped there would be a long Finance Bill. It was 


‘important that a system of taxation should be fair and 


accurate and there had been no alteration in the form 
of taxation for many years. 

He hoped the Chancellor’s mathematics were all 
right and that he would take advantage of the Finance 
Bill to restore equality in taxation. (Applause.) 

‘I am getting near the end of my period as President’, 
Mr Nelson went on. “As I go around the country I am 
conscious of exactly what Dr Sinclair has felt. What we 
need is more inspiration. I don’t think it is to be attained 
with slogans like ‘Full employment”, “Productivity” or 
anything like that. 

‘What I think we need is a new willingness of spirit and 
a readiness to go the second round. Without that, changes 
in our financial system will be completely unavailing. I hope 
we shall see a new willingness of spirit arising in this 
country.’ 


The toast of ‘Our Civic Gaeren was proposed 
by Mr K. G. Sim, a.s.a.a., Vice-President of the Dis- 
trict Society, and the Deputy Lord Mayor of Cardiff 
and the Deputy Mayor of Newport responded. 


Mr Carston proposed the toast of ‘Our Guests’; 
Mr E. T. Griffiths and Mr C. H. Hills replied. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Committee 


Mr A. R. Whyte, A.C.A., has retired from the chair- 
manship of the Committee, which he has held for the 
past year, and Mr G. B. C. Hughes, B.A, A.C.A, 
formerly Vice-Chairman, has been elected in his place. 
Mr L. C. McCracken has been elected Vice-Chairman. 
The Chairman’s first and most pleasant duty in his 
new office was to thank Mr Whyte, who has been a 
member of the Committee for four years, for the able 
and friendly manner in which he has devoted his time 
to the Society’s activities. 

Mr B. Arnold, A.c.a., has resigned from the Com- 
mittee in view of approaching National Service. In 
addition to general duties on the Committee, Mr 
Arnold has taken a leading part in the organization of 
some very successful dances. 


Professional Standards 


The subject of professional behaviour always stimulates 
considerable interest, and a lecture on ‘Some practical 
aspects of maintaining professional standards’, by 
Mr Henry A. Benson, C.B.E., F.C.A., was particularly 
well attended. Important points of discussion included 
the more subtle forms of advertising (such as the 
business Christmas.card sent to prospective clients) 


oF the holding of shares in a public company of 
which the holder is auditor. Mr Benson disapproved 
of both these practices. In his view, an accountant 
should never buy shares in a public company of which 
he is auditor. If the auditor held some shares when 
appointed, he would be unable to sell them without 
being exposed to a charge of using his confidential 
knowledge to gain a personal advantage. 


Debates 


Four members went to Birmingham at the invitation 
of the Birmingham Students’ Society and enjoyed an 
excellent joint debate which resulted in a draw. Our 
representatives were most hospitably received and it is 
hoped to arrange for a party of the Birmingham 
students to come to London for a ‘return match’. 


Annual General Meeting 


This meeting will be held at the Chartered Insurance 
Hall on April 27th, at 5 p.m. The importance of 
being present cannot be over-emphasized. In addition 
téthe consideration of important business, the occasion 
provides a further opportunity for students to meet the 
officers and other members of the Society. ` 
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THE INSTITUTE OF d 
CHARTERED ACCOUNTANTS OF SCOTLAND 


ANNUAL GENERAL MEETING 


The annual general meeting of The Institute of Char- 
tered Accountants of Scotland was held at the Chartered 
Accountants’ Hall, Edinburgh, last Wednesday. The 
President, Sir Ian F. C. Bolton, Bt., ong, H.M.L., 
LL.D., J.P., C.A., was in the chair. 


THE PRESIDENT’S ADDRESS 


In his address, the President referred to the loss the 
Institute had suffered by the deaths during the year 
‘ of Mr John F. Carson, 0O.B.E.(MIL.), V.D., C.A, @ 
former president of the Glasgow Institute and a 
member of the Council of the Scottish Institute in 
1951-52, and of Miss Mary Craig, who had served 
first the Glasgow Institute and then the Scottish 
Institute for over fifty years. 


Examination‘and Training of Apprentices 


He then turned to the report of the special committee 
on the examination and training of apprentices, 
which is the subject of a leading article on another 
page. The President said: 


“We are the only body of accountants in the United 
Kingdom which requires its apprentices to attend university 
classes and which also provides tutorial classes for its own 
professional examinations. This system has served us well 
in the past and we believe that the qualification held by a 
Scottish chartered accountant ranks second to none in the 
accountancy world. Nevertheless, the Committee’s inquiry ~ 
the first comprehensive inquiry into the subject to be 
made for many years — suggests that there are certain 
changes that must be made if our system is to be attuned 
to modern developments in the accountancy profession 
and to continue to produce Scottish chartered accountants 
who will maintain the status and reputation of their pre- 
decessors. 

‘Our profession of accountancy is still youthful and is still 

wing year by year, not merely in size but in the scope of 
` its responsibilities, and even those branches of our work 
which have been with us for very many years have become 
more complex through the introduction of machines and 
systems that would have astounded our forebears. Our 
examination syllabus must take these things into account, 
and so must our teaching arrangements. The result is that, 
while our present examination syllabus seems overloaded, 
it still does not cover all the essential ground, and our 
apprentices are in danger of being crammed so full of 
information that they do not have enough time to think for 
themselves. 

“This question of thinking for themselves lies at the root 
of the matter. Our purpose is to produce young chartered 
accountants who are people with a broad and responsible 
outlook — people who not only have intelligence but are 
trained to use it — people who have a firm grasp of principle 
and who are ready to specialize in whichever of the many 
fields open to them their careers ultimately lie. Our purpose 
is not achieved if our training produces people skilled in 
e eee routines but with no real appreciation of what 
lies behind what they are doing. 

The Committee’a report contains, as I have said, many 
proposals. Some of them — perhaps many of them — are 
revolutionary. ™ 

“The most important ones are: 

‘(1) the recasting of the examination syllabus so as to 


introduce an Institute examination in five parts, one 
of which would be taken during each year of the 
apprenticeship; 

‘(2) the linking of the apprentices’ programme of study 
with the university years; and 

(3) most important of all — providing that the prescribed 
university classes in law, in accountancy and business 
method, and in economics, sheuld be taken together 
during an academic year of, say, nine months, for 
which time the apprentice would be granted leave of 
absence from his master’s office. 


“The whole-time study during the academic year would, 
it is envisaged, normally take place during the third year 


of a five-vear apprenticeship. No apprentice taking that 


period of whole-time study should find any lack of work to 
do, as you will see from the programme sketched for him 
in p ph 61 of the report. Some may say that this 
pro would enable us to turn out better golfers or 
rugby players than hitherto: perhaps it would, because we 
hope that during their academic year the apprentices would 
be able to play a greater part than hitherto in the life of 
the university, but if this were all, then obviously the scheme 
would have failed. As I see it, if this scheme goes through, 
the young men and women of about 20 years of age 

take the academic year will have to realize that they are 
being treated as adults and that their future success in their 
careers depends on their adopting an adult and responsible 
attitude and putting their Barks into their work. For myself, 
I am confident that, given the opportunity, they will do 
this without having to be badgered and driven as if they 
were still at school. Our tradition has always been to give 
our apprentices responsibility, and for myself I am confident 
that, if given this further responsibility, they will not let 
down us or themselves. 

‘This proposal brings us as an Institute to the parting of 
the ways. I betray no secrets when I tell you that when the 
proposal of the academic year was first mooted, the reaction 
of the Special Committee and of many members of the - 
Council, including myself, was very definitely against it. 
The more we studied the problem, however, the more we 
became convinced that a step of this kind must be taken if 
the training of our future members is to be kept abreast of 
modern requirements. The Special Committee, which was 
a very strong and representative one, was absolutely 
unanimous about this, and so is the Council. We appreciate 
that the first reaction of members may be similar to our own 
first reaction. I would, however, ask you to read the report 
and to consider what I have said before you make up your 
minds. l l 

‘I must now say a word about our future procedure. 

‘As you will realize, the recommendations in the report 
cannot be implemented without changes in the Institute’s 
rules and before those rules can be changed we must first 
carry the Scottish universities with us and then submit 
the amendments of the rules to a special general meeting 
of members of the Institute. If the amendments are carried 
by the necessary two-thirds majority, they will then require 
the approval of the Privy Council. You will realize, there- 
fore, that there is a good deal to be done before detailed 
proposals can be presented to a special general meeting so 
that you can vote upon them. 

‘I appreciate that, now that the report has been made 
public, it is important that at the earliest moment decisions 
should be taken so that present apprentices and future 
apprentices may know exactly where they stand. If it is at 
all possible, we shall have reached a decision by September 
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1956, so that, if approved, the new arrangements can start 
with the university session 1957-58. If-—as I fear may be 
only too likely — cannot be achieved in time, then it 
may be a case of starting in 1958-59, 

“The decision that we as an Institute are about to take is, 
in my view, one of th® most important ones that has ever 
come before us. Members will have ample opportunity to 
consider the issues, and I myself hope that, after that con- 
sideration you will endorse the Council’s recommendation, 
that you should implement the Special Committee’s report. 

“There are many other subjects which have been engaging 
the attention of ihe Council and its committees and about 
which I could have said something today. I am thinking of 
such matters as professional charges, the remuneration of 
apprentices, retirement benefits for members of the 
Institute and their dependants, and research. Then, too, 
experience since amalgamation has shown that the rules 
end bye-laws require extensive alterations. A committee 
has been working on this problem and before long should be 
ready to report. I have, however, deliberately concentrated 
on the question of examination and training of apprentices, 
because I feel that no other question is more urgent.’ 


The President concluded his address with warm 
expressions of thanks to Mr G. I. Stewart, M.C., C.A., 
who succeeds him in office, to the Council and 
committee members, and to Mr McDougall, Secretary 
of the Institute, and his staff. 


OFFICE BEARERS FOR 1956-57 
At the meeting, Mr George Innes Stewart, M.C., 
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C.A., of Edinburgh, was elected President of the 
Institute, and Mr James Thompson Dowling, C.a., 
of Glasgow, was elected Vice-President. The following 
were elected members of the Council: 


(a) Members practising tn Scotland: Mr Thomson S. 
B.COM., C.A. (Aberdeen), Mr D. S. Anderson, ae 
Edinburgh), Mr Norman J. Bird, c.a. (Dundee), Mr 
idney Braid, C.A. cant Mr J. W. Dallachy, M.A., C.A. 
(Glasgow), Mr Wiliam S. Fleming, C.A. (Aberdeen), 
: = O.B.E., D.S.O., T.D., C.A. (Glasgow), 
Mr Alexander Logie, c.a. (Perth) Mr Alexander McKellar, 
c.a. (Glasgow), Mr R. Ian Marshall, B.com., c.a. (Edinburgh), 
Mr F. A. Ritson, Saa, J.P., P (Elgin), Mr Alfred T. 
duc, M r James C. Stewart, C.A. 
(Glasgow), Mr David H. Taylor, M.A., C.A. (Glasgow), 
Mr Graham A. Usher, M.B.B.(MIL.), T.D., C.A. (Edinburgh), 
Mr J. Whitton, M.A., B.COM., C.A. (Edinbur (Clas and Mr 
James Whitton, M.R.E.(MIL.), TD., M.A., GA, (Glasgow). 

(6) Members practising in the United edn outside 
Scotland: Mr Robert Adams, C.A. (London) and Mr Charles 
Reid, D.S.O., M.A., C.A. (London). 

(c) Two members not in practice: Mr John William 
Andrew, M.C., GA. (Glasgow), and Mr A. N. E. McHaffie, 
B.COM., C.A. (London). 


WELCOME TO NEW MEMBERS 


The new President then delivePed an address of 
welcome to 112 new members of the Institute who 
were admitted. 


NOTES AND NOTICES 


Personal 


Messrs Barton, MayHew & Co announce that 
they have admitted into partnership as from April 
Ist, 1956, Mr B. Davip BARTON, M.A., A.C.A., who has 
been a member of their staff for a number of years. 


Messrs Davip SMITH, GARNETT & Co, Chartered 
Accountants, of 61 Brown Street, Manchester, 2, 
announce that they will admit into partnership on 
April rst, Mr Davip R. BROOKS, B.A.(COM.), A.C.A., 
and Mr P. L. Fraser GRANT, A.C.A., both of whom 
have been on their staff for some years. The practice 
will be carried on by the present partners, Messrs 
H. S. STAFFORD, F.C.A, T. H. BELL, B.A., FCA, 
F. C. HOYLE, B.A., F.c.A., and A. HOLMES, A.C.A., and 
the new partners, under the same name as heretofore. 


Messrs R. R. France & Co, Incorporated Account- 
ants, of St Andrew’s Chambers, 22 Park Row, Leeds, 
I, regret to announce the death after a period of ill- 
health of Mr R. D. France, as.a.a. They also 
announce that, as from April 4th, the practice will 
be amalgamated with that of A. France & Co, of 
West Bar Chambers, Boar Lane, Leeds, and will be 
carried on under the style of France & Co at St 
Andrew’s Chambers, 22 Park Row, Leeds, 1. 


MR O. A. WATSON, F.S.A.A., practising under the 
style of WATSON & TEBBET, Incorporated Accountants, 
at 10 Peacock Lane, Leicester, announces that, as 
from April rst, 1956, he is taking into partnership 
Mr F. E. WATSON, A.8.a.a., and Mr E. SAUNDERS, 
AS.AA. The name of the firm will remain unchanged. 


Messrs Hays, Akers & Hays, Chartered Account- 
ants, of 1 Queen Victoria Street, London, ECa, 
announce that, as from April 1st, 19 ep, Mr GEOFFREY 
GLENDINNING WIGHT, A.C.A., will be admitted into 
partnership. The name of the firm will remain 
unchanged. 

Messrs Harmoop BANNER, Lewis A MOounsey, 
Chartered Accountants, of Liverpool and London, 
announce that, as from April 1st, 1956, they have 
taken into partnership Mr FALCONER Davip MALBON 
LOWRY, A.C.A., who served his articles with the firm. 


Professional Notes 


Mr W. C. Womersley, A.S.A.A., F.C.1.8., chairman and 
managing director of the Card Clothing & Belting 
Ltd group of companies, retires from office on 
March 31st. Mr Womersley has been directly 
associated with the company since its formation in 
1924 and has been a member of the board for the 
past sixteen years. 


Mr Gordon Heynes, C.A., senior partner in the 
firm of Gordon Heynes & Co, Chartered Accountants, 
of London, has been appointed a director of Modern 
Engineering Machine Tools Ltd. ` 


Mr Leslie A. Pearl, c.a., has been appointed to the 
boards of John Emsley Ltd, and its subsidiary com- 
panies: J. Emsley & Co Ltd, Peel Bros. & Co Ltd, 
Jehn Priestman & Co Ltd, John H. Smith & Co Ltd, 
John Speight, Son & Co Ltd, John Emsley (Exports) 
Ltd, and John Emsley Inc. 
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Local Loans 
The Treasury have announced that loans advanced to 
local authorities from the Local Loans Fund as from 
March 24th, 1956, until further notice shall cany 
the following rates of interest: 


Per 
Loans for not more than 5 years .. s$ 
Loans T more than 5 aai but not more 


a 


i GB 
The previous rates of interest are a in 
brackets. 


than 15 years 
Loans for more than 1 5 years 


Hire-purchase Restrictions: 
Licence Exempting Certain Goods 


The Board of Trade have issued a licencet exempting 
from the main requirements of the hire-purchase 
restrictions certain goods for which contracts to 
buy had been entered into before February 18th, 1956. 

The licence, which came into operation on March 
21st, relates only to goods brought newly under 
control by the 1956 Hire Purchase Order. The goods 
must be manufactured to the special order of the 
buyer, and work ‘on them must have commenced 
before February 18th, 1956. 


Grimaby and North Lincolnshire 
Chartered Accountants 


The annual meeting of the Grimsby and North 
Lincolnshire Branch of the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants 
was held on March ob at the conclusion of the 
monthly luncheon. 

The report of the Committee for the year ended 
December 318t, 1955, which was presented, shows 
that membership of the branch now numbers 55, an 
increase of 1 compared with the previous year. 


During 1955, the monthly luncheon meetings have - 


been held ly; in addition, members of the 
branch visited Lincoln in July for a joint meeting 
with the Lincoln and South Lincolnshire Group. In 
September, the branch arranged a lunch in Scun- 
_thorpe, followed by a visit to the Appleby Froding- 
ham steel-works, which proved of great interest; 
members of the district scoiety and of the Lincoln and 
South Lincolnshire Group also attended this function. 

A lunch was held on May 16th as part of the 
Institute’s seventy-fifth anniversary celebrations, and 
members of the branch were present at the banquet 
1 Hire Purchase and Credit Sale Agreements (Contracts) 


oe 1956 (S.I. 1956, No. 373). H.M.S.O., 2d (by post 
3 
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JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


March 31st, 1936 


at Guildhall, London. The annual dinner was held on 
December 6th, 1955. 

The following officers and committee have been 
elected for the ensuing year: 


President: Mr A. A. Beardsall, FCA. 


Hon. Secretary: Mr W. S. Warrs, A.C.A., 20 Carlton 
Road, Grimsby. 

Hon. Librarian: Mr G. H. Fowler, A.C.A. 

Committee: Messrs A. Buckton, A.C.A G. W. Coker, 
B.COM., A.C.A., K. B. Collinson, a.c.a., G. D. Falconer, 
ACA, N. B. Hart, O.B.E., T.D., Din M.A., LL.B., F.C.A., 
GR Smith, F.c.a., L. S. Wrightson, A.C.A. d 

Hon. Auditor: Mr W. McWilliam, A.C.A. 


Liverpool Society of Chartered Accountants: 
Chester and North Wales Branch 


The annual dinner of the Chester and North Wales 
Branch of the Liverpool Society of Chartered Ac- 
countants was held at The Blossoms Hotel, Chester, 
on March 23rd. Mr Norman Johnson, F.c.a., Chair- 
man of the branch, presided, and among the seventy- 
six members and guests who were present were 
Mr D. V. House, F.c.a., immediate Past President of 


:». the Institute, Sir Geoffrey Summers, Bt., C.B.z., D.L., 


J.P., the presidents of other local professional bodies, 
and representatives of H.M. Tax Inspectorate. 

The toast of the Institute was proposed by Sir 
Geoffrey Summers and Mr House replied. Mr P. G. 
Gadd, F.C.A., J.P., proposed the toast of “Our Guests’, 
and Mr T. W. Ransom, Chairman of the Lawn 
Tennis Association, responded. Mr E. N. Macdonald, 
D.F.C., F.C.A., President of the Liverpool Society, 

proposed a toast to the Chester and North Wales 
GEN to which the chairman replied. 

During the evening prizes were presented by the 
chairman to Mr David Randles and Mr R. C. Lomax, 
members of the branch students’ society, who obtained 
the highest placings in the May and November | 
Intermediate examinations of the Institute. 


ELECTION OF OFFICERS 


At the annual general meeting of the branch, held on 
March 23rd, the following were elected to office for 


the ensuing year: 


Chatrman: Mr Norman Johnson, F.C.A. 

Vice-Chatrman: Mr P. G. Gadd, J.P., F.C.A. 

Hon. Secretary: Mr Hugh Aldred, M.A., A.C.A. 

Hon, Treasurer: Mr G. ves, F.C.A. 

Hon, Auditor: Mr J. W. Al , M.C., F.C.A. . 

Messrs Frank Hack, F.c.a., Guy Walmsley, A.C.A., and 
G. R. Hargreaves, F.c.A., were elected to serve on the 
committee. 






Telephone: Victoria 2002 (3 lines) 


March 31st, 1956 


The Blackpool and Fylde Chartered 
Accountants’ Students’ Society 


The report of the committee of the Blackpool and 
Fylde Chartered Accpuntants’ Students’ Society for 
the year ended December 31st, 1955, presented at 
the Society’s recent annual meeting, records a 
membership of forty-five at the year-end compared 
with forty-eight in 1954. 

The lectures organized by the Manchester Joint 
Tuition Committee and held at Preston, proved of 
considerable benefit to students, but the committee 
stress that members’ support is essential. Two 
visits were made during the year, one to the Man- 
chester Stock Exchange and the other to a local 
aircraft factory. Monthly luncheon meetings were 
also held. 


The following are the officers for the ensuing year: 
Chairman: Mr J. S. Darwell, F.c.A. 

Vtce-Chairman: Mr J.C. Bryan, A.C.A. 

Hon. Treasurer: Mr R. W. Woof. 

Hon. Secretary: Mr J. M. Davies, 22 Birley Street, Black- 


H. Eastwood, L. Hanby, P.-J. 
` Gunson, P. C. B. Southern, R. Thurz, K. Bleazard, 


The Chartered Accountant 
Students’ Soctety of London 


Rucspy FOOTBALL 


The London Students’ Society made hard work of 
defeating the Solicitors’ Articled Clerks by 16 
points (2 goals and 2 tries) to 11 (1 goal, 1 penalty 
goal and 1 try), at Esher, on Wednesday, March 
14th. They allowed themselves to be hustled out of 
their stele by the vigorous but generally unscientific 
forward play of their opponents. 

The Solicitors missed an easy chance of taking the 
lead from a penalty near the posts, and it was the 
London Students who scored first with a try by 
Griffith, which was converted. After half-time the 
Students’ Society kept the ball close and developed 
more cohesion, and tries came from Griffith (2) and 
Prytz, but in a spell of fifteen minutes near the end of 
the game the Solicitors took advantage of defensive 
lapses to score all their points. 

Throughout the game the centres, Marshall and 
Griffith, always looked dangerous and of the forwards 
MacDougall stood out, although he received good 
support, especially in the second half. 


The Students’ Society team was as follows: 


ee Ce (Captain); Prytz, Marshall, Griffith, Charlton; 
day, Dawson; Beene, Whyatt, Smith; Simpson, Mac- 
ee 1; Virgoe, Thomas, Worth. 
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Industrial Concerts 
LONDON PHILHARMONIC ORCHESTRA 
However efficient an organization may be, the 


human factor is always the final arbiter in times of 
stress, and it is a good thing that the association 
between fellow-workers, whatever their grade, should 
be extended to include occasions when they are their 
normal every-day selves. 

At the London Philharmonic Orchestra’s industrial 
concerts, an audience of the most widely differing 
outlook and background meets on Friday evenings, 
at the end of the working week, to hear great music 
played by an orchestra of international standing. 
Although the programmes are carefully chosen by a 
committee of seven, elected by the audience from 
amongst their number, there is no attempt at 
‘playing-down’ to a supposedly unsophisticated 
public. 

Since 1953 the movement has grown steadily and 
is now part of the industrial and commercial life of 
London. There are approximately 600 firms, 
societies, clubs and other groups on the orchestra’s 
effective mailing list; in addition, some hundreds of 
seats are booked individually. Over two thousand 
people are brought in by coach at special rates from 
points more than ten miles from London to every 
performance. At present, each concert is given twice, 
usually on successive Fridays, and is heard by an 
audience of just over g,ooo, a figure which it 1s 
hoped eventually to double. Personnel officers and 
others interested should write to the General 
Administrator, London Philharmonic Orchestra, 53 
Welbeck Street, London, Wr. 


Our Weekly Problem 
No. 113: BRICK PATTERN 


Mr L. U. Sidate was constructing a De in his 
garden. He decided to edge the fourth side of 17 feet 


with bricks, leaving a gap of A8 inches for the outlet 
where he proposed to ve a little waterfall. He dis- 
covered in the potting-shed twenty bricks of 10} 


inches and twenty bricks of 7} inches, and he allowed 
+ inch between each brick for the mortar. He used 
both types and made a regular pattern. 

How many bricks did he use? 

The answer will be published next week. 


ANBWER TO No, 112: ICE-WARMING 





£ sd 

The bonus was 8 5 7 
3 

The total was .. £a4 16 9 
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SEVENTY -FIVE YEARS AGO 
From @he Accountant or APRIL 2ND, 1881 
Letter to the Editor entitled 
DRAFT Deg Log OF THE INSTITUTE OF 
CHARTERED ACCOUNTANTS i 
Sm,—Under clause 93 of above, any member of the 
Institute in partnership with another member of the 
Institute would be placed in rather an unfair position 
should he elect, on the death or retirement of his 


partner, to continue business alone, and use the style- 


of his firm. He may have paid a considerable sum 
to the executors of his deceased partner in order to 


continue to use the name of the firm, but unless be 


took another partner, also a member of the Institute, 
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he would not be permed to describe | 
Chartered Accountants. This might unc 
circumstances be a disadvantage, and the 
of the clause bear hardly upon a member < 
If it be thought unfair that for a single si 
a firm, where two partners are named (alt 
deceased or retired), should use the « 
“Chartered Accountants,” it might be di 
the firm should pay one subscription for 
partner, and half the amount for using tl 
the deceased or retired partner. 

I am, 

Yours, &c 
March 29th, 1881. 


CROSSWORD FOR ACCOUNTANTS 


Compiled by B. W. Jones, B.Com. 


P D 


ACROSS 


x. Destroy a very black pencil in short; the remains show 
how bi l 


of exchange are often accepted (2, 7 
7. The bailiff, quiet at last, arranges his dere (5). 
8. It affords a method for determining the price of a 
dissentient older’s interest under Section 287, 
Companies Act, “eae (11). 
10. Mackerel. bait? ( 
12. Chronological o 
13. A Section 170 assessment may be treated as such under 
Section 345, Income Tax Act, 1952 (4). 
15. Shelter within 31 (3). 
16. Not in a series of bills, for a start (6). 
17. ie of variable expenses should be carefully 
noted (4 





ne E ee 
them (7). 


claiming 

21. It doesn’t strike a steady note, for there’s 
rearranging to be done (7). 

22. She is to be found in Section 17, Companie 
prohibiting registration of undesirable name 


28. Descriptive of money under an inflationary ` 

29. The old official comes into prominence w. 
ceiver is d y the Commissioner: 
Revenue (5). 

31. There’s no two ways about it; this is not £ 
system (6, 5). 

33- Legally prevent (5). 

34. I say, verify a common form of security (9). 


DOWN 
I. Appointed by A Treasury to see fair play 


tters (5, 2, 8) 
2. Cabled a bet in scrambled code representi 


ih e I pith black (3). 
accountancy indicator found in 8 (5) 
: De these supporters provide adequate cove 
of dancer? (4). 
6. Ee , he would make it payab 
10, 5 
9. Return lot eo for the tax (4). 
11. Advance charged on-a cargo, or cone! on 


(12). 
13. To let, as in 15 (5). 
The bull, at least, is happy when prices do ( 
18. The source of double-entry book-keeping c 
ali, from the laity (5). 
ao. Overturned the and left in a hurry 
25. Care to arrange a sizeable plot? (4). 


_27. Even one gross profit percentage may 


internally (5). 
o. Observe the secret agent for the most part 
Enter the enclosure in abbreviated fashion 


The solution will be published in next week's issue. 


The Accountant " 


APRIL 7TH, 1956 
bei 


CONTENTS 


Leading Articles — ` Page 
A New Companies Act 365 


Economic Survey, 1956, and 
National Income. White 
Paper 366 


Special Articles 
Separation and Divorce — I: 
Taxation and Maintenance 
by Henry Summerfield, B.A. 368 


Control of Research Costs 
by A. H. Taylor, M.C., 
A ACCA, ` "2 


Accountants’ Charges 
by Derek G. Bee, PC A. 374 


Automation 
Contributed 375 


Lecture 
Evaluation of Internal Con- 


tro 

by E D. McMillan, A.C.A. 376 
Weekly Notes ) 381 
Finance and Commerce 384 


Correspondence 
Purchase Ledgers — Profes- 
sional Welfare — Employ- 
ment of the More Mature — 
Tax on Dividends 386 


The Association of Certified 
and Corporate Accountants 
Extracts from the Report of 
the Council for 1955 387 


Notes and Notices 
The Institute of Chartered 
Accountants in England and 
Wales ~ Personal — Profes- 
sional Notes — Appointment 
of Assistant Official Re- 
ceiver ~ In Parliament — 
The Chartered Accountant 
Students’ Society of Lon- 
don — The Accountants’ 
Christian Fellowship -— 
City of London Re-plan- 
ning Scheme — Manchester 
Society of Chartered Ac- 
countants: North Lancashire 
Branch — The Annual Report 
~ Taxes on Television in 
U.S.A. ~ Presentation to Ac- 
countant — Automation in 
Canadian Railways’ Ac- 
counting ~ Crossword for 
Accountants: Solution - 
Practical Taxation Problem: 
Answer - Nottingham Roose- 
velt Memorial. Travelling 
Scholarship Fund — Our 
Weekly Problem ~ Seventy- 
five Years Ago 389 


a ee as 
RAS 
KOR 
SCH , 


— 


“ESTABLISHED 1874 
VOL. CXXXIV. NO. 4242 


A NEW COMPANIES ACT 


CCOUNTANTS in New Zealand are faced this year with 
the considerable task of making themselves familiar with 
the provisions of the new Companies Act, 1955, which 

comes into force on January rst, 1957. The introductory Bill 
extended to 408 pages, so that the Act itself (copies of which are 
not yet available in this country) is comparable in size to the 
United Kingdom’s 1948 Companies Act, on which it is closely 
modelled. 'To assist members in their study of the sections 
relating to the accounts of limited companies, the Council of the 
New Zealand Society of Accountants has issued a useful booklet 
which summarizes and, where necessary, expands the relevant 
references.? 

From this publication, it would appear that the primary aim 
of the accounting provisions of‘the new Act 4s to ensure that a 
company’s accounts reflect accurately its financial position. 
Section 153 states, infer alia, in words familiar to every accountant 
in this country, that: 

‘Every balance sheet of a company shall give a true and fie view 
of the state of affairs of the company as at the end of its financial 
year, and every profit and loss account of a company shall give a 
true and fair view of the profit or loss of the company for the financial 
year.’ 

While this objective was, no doubt, hitherto achieved in practice, 
it seems never before to have been a requirement of New Zealand 
company law. The particulars to be disclosed in every balance 
sheet and profit and loss account are listed in the Eighth Schedule 
to the Act and here the influence of the 1948 Companies Act of 
this country is particularly apparent. 

The provision regarding the auditor’s qualifications, contained 
in the previous Act of 1933, has been retained. It is that, with two 
exceptions, only members of the New Zealand Society of Account- 
ants may be appointed auditors of limited companies. The two ex- 
ceptions are persons who are not members of the Society, but who 
were in office prior to April rst, 1934, and members of associated 
professional bodies in other parts of the Commonwealth. 

The Society points out that, although the Act becomes operative 
next January, certain of its provisions will apply only to companies 
formed thereafter, that the Table A of any earlier Act will 
continue to be used by those companies which had already 
adopted it and that many provisions in the new Act will not extend 
to private companies. Until the new legislation can be studied in 
its entirety then, the full scope of its influence cannot be assessed 
but, judging from the glimpse afforded by the Society’s booklet, 
it is likely to be profound. 


1 The Accounting and Audit Provisions of the Companies Act, 1955. (The 
New Zealand Society of Accountants, 1s 6d net.) 
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ECONOMIC SURVEY, 1956 - 
AND NATIONAL INCOME WHITE PAPER 


tion of the annual Economic Survey was 

~ regarded as an event of importance. It was pro- 
duced, in the first instance, to describe in non- 
technical ‘language the economic background 
against which the Budget was framed. Supporting 
statistical material appeared in the White Paper 
giving estimates of national income and expendi- 
ture. The Economic Survey had, however, other 
uses. In the days when it was thought both practic- 
able and desirable to plan in detail the economic life 
of the country, it contained the main targets at 
which the framers of the plan were to aim. As a 
result of a waning enthusiasm for economic 
targets and of changed political circumstances, 
the survey ceased” to be concerned with targets 
and forecasts. Instead, it presented a reasoned 
factual survey of the’economic events of the past 
year and outlined the main problems which 
faced the Government at the time of publication. 

Broadly speaking, this is still the aim of the 
survey, but this year so much of the factual 
background is very well known, and the economic 
problems with which we are faced have received 
so much publicity that the Economic Survey 
1956, briefly noticed in our last issue, came rather 
as an anticlimax. Thanks also to the Preliminary 
Estimates of National Income and Expenditure?, 
published shortly afterwards, a more complete 
and up-to-date documentation about the con- 
stituent elements of the social accounts has, 
however, now been provided than had previously 
been available. Nearly all the tables in the 
national income White Paper appear also in the 
survey, but the former gives a longer run of 
annual figures. 

The survey begins by pointing out that world 
economic conditions in 1955 were highly favour- 
able. Both output and trade were increasing 
at an exceptional rate, but the incomes of primary 
producers rose less rapidly than those of most 
manufacturing countries. Partly on account of this 
difference, but more on account of the heavy 
burden of home demand, the progress of the 


iE the first few years after the war the publica- 


United Kingdom was not nearly so good as that 


1 Crad. 9728. H.M.S.O. 1s od. 
7 Cmd. 9729. H.M.S.O. gd. 


of other manufacturing countries. In the United 
States, for instance, industrial production in 1955 
was nearly 10 per cent greater than in 1954; in 
Germany, exports were one-fifth higher. Produc- 
tion in this country rose by 5 per cent and 
exports by 4 per cent (after allowing for delays 
in exports due to the 1954 dock strikes), whilst 
imports reasserted their chronic tendency to 
outstrip production and increased by 12 per cent. 
This failure to expand exports in a time of rising 
world trade is obviously a serious matter, and the 
survey rightly seeks for the reasons. It summarizes 
them in the following short paragraph: 

‘In 1955 national income and expenditure rose 
much more than production. In consequence the 
economy was overstrained and the balance of 
payments suffered.’ 

An examination of the two sides of the accounts 
relating to national income and expenditure, and 
a comparison of the changes compared with the ` 
previous year, provides more detailed evidence of 
the origin of the overstrain. The value of the 
gross national product rose by £860 million, or 
5$ per cent, between 1954 and 1955. In the latter 
year it was £16,634 million. A half, or thereabouts, 
of this increase was due to rising prices, the real 
increase in the gross national product being of 
the order of 3 per cent. This compares with an ~ 
increase of 4 per cent in the previous year. 
Additional resources were made available by the 
substantial increase in imports, and thus we were 
able to spend more than we produced. Measured 
at 1954 prices, the total increase in resources was 
£875 million, or ré per cent. Only £525 million 
of this came from home production. Types of 
expenditure which rose less than this average of 
54 per cent were: public authorities’ expenditure 
on goods and services, which showed a fall of 
£55 million, investment in new dwellings, which 
fell quite sharply, and consumers’ expenditure, 
which rose by 3 per cent. Exports, uncorrected 
for strike distortions, rose by about 5 per cent, 
whilst gross fixed investment other than housing 
increased by over 10 per cent. There was also a ` 
notable increase in stocks and work in progress. 

These figures give an emphatic confirmation 
to the impression that the stringency which 
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developed in 1955 was due to the superimposition 
of an investment boom upon a high and rising 
level of consumers’ expenditure. Higher stock 
building also had, its effect. Further evidence of 
this investment boom is instanced in the survey. 
The recently instituted inquiry into investment 
intentions has shown that firms expect to spend 
appreciably more on new plant, machinery and 
buildings in 1956 than last year; the industrial 
building approved in 1955 was a record, and the 
outstanding orders for machine tools rose through- 
out 1955. A table in the national income White 
Paper shows how this investment was financed. 
Including the higher rate of stock building, an 
extra {500 million compared with 1954 was 
required. Personal savings are shown to have 
provided £70 million, having risen from {£892 


million to {£962 million, savings of companies. 


rose by £155 million, surplus on Central Govern- 
ment current account rose by £230 million, and 
there was a deficit on the balance of payments. 

The monetary history of 1955 fell into two 
phases, coinciding roughly with the two halves 
of the year. Net deposits at clearing banks fell 
substantially during the first half, but risk 
assets, 1.e. investments and advances, rose slightly. 
The net result was a fall in liquidity ratios from 
34°3 per cent to 30°r per cent. In the second 
half of the year the effects of the Government’s 
call for a significant reduction in advances 
gathered momentum, and during this period 
clearing bank advances fell by £335 million or 
15°3 per cent. About half this fall represented 
net repayment of loans by public corporations; 
other loans were reduced by an average of 8 per 
cent. Investments also fell and the reduction in 
risk assets caused a reversal in liquidity ratios. 
By the end of the year these had recovered to 
37°4 per cent. 

The balance of payments position for 1955, as 
a whole, was better than some experts had recently 
predicted. The deficit amounted to {£103 million, 
compared with a surplus of {205 million in 1954. 
Over the past six years, there has been an average 
surplus of {101 million. A significant feature in 
the 1955 deterioration was a decline of {£135 
millions in invisible earnings. The survey hints 
that part of this can be explained by a sudden 
growth in oil payments which expanding receipts 
may be expected to overtake in time. 

Further evidence of the overstrain of resources 
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is shown by the fact that costs and prices in 
Britain rose at a greater rate than in other manu- 
facturing countries. Import prices rose by 3 per 
cent, export prices by 2 per cent, the wholesale 
prices of goods sold on the home market by 3$ per 
cent, and the index of retail prices by 44 per cent. 
The main element in these price increases is 
higher home costs. Output per man-year was 
4 per cent greater than in 1954, but earnings per 
employee were 8 per cent greater. Personal 
incomes in total rose by nearly 7 per cent and 
personal expenditure by about the same propor- 
tion. There was little relief, BEES from a 
higher savings ratio. 

The increasing number of unfilled vacancies 
provides a further proof of economic overstrain. 
Despite the growth of over a quarter of a million 
in the numbers in civilian employment, the un- 
satisfied demand for labour continued to rise. ‘The 
number of vacancies at the endof 1955, although 
lower than it had been in midsummer, was 13 per > 
cent above that of December 1954. 

The growing realization that the country was 
pressing too hardly on its resources provides 
the explanation of the restrictive measures taken. 
These were rather halting and not very powerful 
at first and, consequently, not very effective. But 
they grew in effectiveness as the year went on, 
and have, of course, been continued and strength- 
ened during the early months of 1956. Sterling 
stands at a considerably higher figure than a year 
ago, the high Bank rate and the credit ‘squeeze’ 
have reduced bank lending; hire-purchase restric- 
tions and increased purchase tax have reduced 
consumer spending. 

The replacement of investment allowances by 
initial allowances and the more stringent borrow- 
ing conditions imposed on local authorities are 
intended to slow down the rate of capital invest- 
ment. But the Government rightly remarks that 
a high rate of productive investment remains an 
important national objective and that other 
demands on our resources must be restrained to 
make room for this and also to improve the 
balance of payments situation. The survey says 
quite bluntly that if the measures already taken 
do not have this effect, they will be reinforced. 
The aim of economic policy throughout 1956 
will, therefore, be to limit home demand so that 
more of our production can be exported and the 
growth of imports moderated. 
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TAXATION AND MAINTENANCE 
by HENRY SUMMERFIELD, B.A. 


This is the first of two articles dealing with tax problems which may arise when 

making financial arrangements on separation or divorce. The available allowances 

and reliefs and the general effect of such arrangements on tax liability are con- 

sidered below, and the arrangements ander which maintenance payments do not 

become the income of a child are discussed. The second article will deal with 

arrangements which make such payments income of a child; paying and reclaiming 
tax; and the effect of changes in means and in rates of tax. 


“Heaven has no rage like love to hatred turned, 
Nor hell a fury, tke a woman scorned.’ 


O. true is this adage that it is often very 

difficult for their professional advisers to 

secure agreement between separated or 
divorced couples as to the financial provision 
which the husband is to make for his wife or ex- 
wife and children. „(The term ‘wife’ will be used 
in these articles to cover wife or ex-wife.) Such 
agreement is valuable; for careful consideration 
as to the form of arrangement most suitable to 
the particular circumstances of the individuals 
concerned can usually enable their tax liability 
to be reduced. In some circumstances, co-opera- 
tion between the parties can save very large sums 
indeed. 

In order that the minimum amount of tax shall 
be payable on the moneys used for the mainten- 
ance of the wife and children, it is desirable that 
these motifs be made the income, for tax pur- 
poses, of the persons in whose hands they will 
attract least tax, and that the available allowances 
and reliefs should belong to the persons to whom 
they will be most valuable. To attain this result 
it is necessary to consider both the allowances 
and reliefs which may be available to the indi- 
viduals concerned, and the effects on the owner- 
ship, for tax purposes, of these allowances and 
reliefs and of the income used for maintenance, 
of the various forms of order, agreement or other 
arrangements which may be made. 


Available Allowances and Reliefs ' 
Our revenue laws put a progressive premium on 
living im sin: an unseparated married couple 
receive a Joint personal allowance of £240, earned 


income allowances of two-ninths of the joint 


earned income with a maximum allowance of 
£450 and of seven-ninths of the wife’s earned 
income with a maximum allowance of £140, 
and reduced rate relief on the first £360 of the 


. 1? Congreve: The Mourning Bride. 


joint income and the first £360 of the wife’s 
earned income liable to tax. In addition, they 
have {100 allowance for each of their children 
who is not entitled in his own right to more than 
£85 per annum excluding scholarships etc., and 
who is either under sixteen years of age or 
receiving full-time education. 

Two single people, on the other hand, each 
receive a personal allowance of {140 and the 
same earned income and reduced rate relief as 
are given on the joint incomes of husband and 
wife. Moreover, an unseparated married couple 
are liable to pay the same surtax as a single person 
with an income the same as their joint income, 
and this liability is not diminished by any allow- 
ances or reliefs.* 

Although ‘an unseparated married couple are 
entitled to separate tax assessments, this cannot 
reduce their total tax liability, nor can they reduce 
it by making any of their income the income for 
tax purposes of their legitimate unmarried infant 
child.® 


Effect of Separation or Divorce ` 


A separated or divorced married couple are, 
however, taxed as if they were two single people. 
This is usually to their advantage, for it gives 
them {280 instead of {240 personal allowance, 
doubles their reduced rate relief (unless before 
separation the wife earned {500 per annum or 
more), and reduces their surtax liability, if any. 
On the other hand, the husband will lose any 
earned income relief to which he might other- 
wise be entitled on income which becomes un- 
earned income of his wife or children, and the 
wife exchanges the seven-ninths earned income 
allowance for the smaller allowance on a larger 
sum: and in some cases these losses may outweigh 
the benefits set out above. 

It is also possible on a separation or divorce- 


®§ Davis v. C.I.R. (2 ATC a1; 8 T.C. 341). 


2 Any attempt to do so is a ‘settlement’ and so is frustrated 
by Section 397, Income Tax Act, 1952. 
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to make some of the parents’ income the income 
for tax purposes of their children, and thus use 
each child’s personal allowance and reduced rate 
relief and further reduce any liability to surtax. 
As against this, income so transferred to a child 
may cease to attract earned income relief, and (a 
child’s income is brought above £85 per annum 
the {100 child allowance is lost. If the child 
allowance is not lost, it may be retained by either 
party or divided between them as they agree, and 
in default of agreement it will be apportioned to 
or between them by the Commissioners.! Agree- 
ment between the parties may often enable this 
allowance to be used more profitably than would 
such an apportionment. 

For the year in which a separation occurs, the 
husband receives the £240 personal allowance and 
is taxed on the joint income up to the date of 
separation, and on his own income thereafter: 
the wife is given all the allowances and reliefs 
of a single person and is taxed only on her own 
post-separation income. If a separation has been 
decided upon, its timing may therefore affect 
the amount of tax payable, but of course other 
considerations are usually decisive. 


The Accountant’s Task 


The accountant should be able to advise what 
arrangements will result in the smallest tax 
liability in the circumstances of any particular 
case. He therefore needs to know the different 
types of arrangement which may be made, which 
of them may be combined with each other, and 
the effect of each on entitlement to allowances 
and reliefs and on ownership of income for tax 
purposes. 

In many cases it is inadvisable to adopt the 
arrangement which would be most advantageous 
from the tax point of view: for example, no wife 
will be grateful for advice which entitles her to 
£2 instead of {1 but which results in her getting 
nothing because the arrangements made prove 
unenforceable in practice. 

The clients’ legal advisers should, therefore, 


always be consulted as to such considerations 


as the relative cost and speed of the various types 
of arrangement, the ease and effectiveness with 
which they can be enforced or varied if neces- 
sary, and the cost of enforcing or varying them. 

In addition, those advising a husband should 
bear in mind that even the making of, and full 
compliance with, an enforceable agreement to 


1 See Income Tax Act, 1952, Section 214. 


2 These factors were considered more fully by the writer in 
two articles in the Law Journal, Vol. 105, pages 615 and 630. 
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pay a fixed periodical or lump sum for the main- 
tenance of an undivorced wife or of children, 
may not debar the wife from obtaining a Court 
order for the payment of additional sums,’ or 
prevent the National Assistance Board from 
recovering from the husband in respect of any 


_ payments they may make to or in respect of the 


wife, or of a child under sixteen years old.* 

The more bitter the feelings between the 

parties the more important these non-tax con- 
siderations are likely to be, and many desirable 
arrangements are impossible in the absence of 
agreement. Even in the most bitterly contested 
cases it is, however, often possible to get the order 
so framed as to avoid a certain amount of tax 
once the Court has decided how much the hus- 
band has to pay. . 
.. Possible arrangements may be divided into 
three main tax categories: (1) those under which 
the money paid does not become the income of 
the payee, but remains either non-taxable or 
taxable as the income of the payer (normally the 
husband); (2) those under which it becomes the 
income of the wife; and (3) those under which it 
becomes the income of a child. 

Once he has decided how much of the money 
to be used for maintenance it is desirable to bring 
into each of these categories, the accountant must. 
consider how best to distribute the available 
allowances and reliefs, the mechanical differences 
in the methods of tax collection entailed by differ- 

it arrangements, and the differing effects upon 
ZS various possible arrangements of future 
changes in the means of the parties and in rates 
of tax. 


Maintenance Which Does Not Become ™ 
Income of the Payee . 
Arrangements which fall into this first category 
are usually desirable whenever the husband is 
éntitled to earned income relief on some or all of 
the money to be used for maintenance (at present 
this relief is given on the first {2,025 of earned 
income) and when the wife’s other income ts 
sufficient to render any additional income given 
to her taxable at the same rate as the maximum 
rate at which the husband’s income is taxable; 
whenever the payee is liable to pay surtax at a 
higher rate than the payer (as may be a wife who 
is to receive maintenance for the children); 
or whenever the moneys to be used for mainten- 
ance are not liable to tax in the payer’s hands 


3 Tulip v. Tulip ([1951] page 378); Dowell v. Dowell ([1952] 
Z AU E.R. 141). 


i National Assistance Board v. Prisk ([1954] 1 All E.R. 400). 
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(e.g. because they are not income,! or are the 
foreign income of a foreign resident)*. 

- For example, the net tax charged on a gross 
payment of £300 per annum, by a husband earn- 

ing {£2,000 per annum, for the maintenance of a 
separated or divorced wife ‘whose other income is 
£500 per annum unearned, will be £127 10s od 
per annum if the £300 becomes the income of 
the wife, but only {99 3s od if it remains the 
income of the husband. Similarly, if parties with 
these incomes have a child for whose mainten- 
ance the husband pays froo per annum, it 
_would be advantageous to make £85 of the {100 
the income of the child, but to retain {15 as the 
income of the husband in order to. preserve for 
the husband the £100 child allowance, and so 
provide {100 net per annum for the child at a 
net cost to the husband of only £43 16s od per 
annum. 

In addition to the méthods discussed below 
which undoubtedly prevent payments becoming: 
the income of thé payee, it is possible, but not 
certain, that payments under an order or agree- 
ment which imposes a fluctuating and unfixed 
liability, such as an order to make a wife’s income 
up to a certain amount, may not become the 
income of the payee.® 


_ Expenditure of the Payer 
Payment of the bills for goods or services supplied 
to a wife or child does not render the money paid 
the income of the wife or child: for tax purp 


it is considered to be merely expenditure of HA. 


own money by- the payer. Examples of this are 
payments by a husband to a mental or other 
` institution, in which the wife resides but whose 
expenditure of the money paid she cannot coñ- 
trol,* or direct payments by a father of a child’s 
school fees, clothing bills, etc. 

Such an arrangement may be made by agree- 
ment or deed, or may be embodied in an under- 
taking given by the husband on the making of a 
Court order for a smaller sum than would other- 
wise have been ordered. For the beneficiary, it 
has the additional advantage that rises in the cost 
of living fall automatically on the payer. . 


1 As in F. v. 7. ([1955] P. 215). 

t As in Stokes v. Bennett (32 A.T.C. 256; oi T.C. 227 
Neither in this case nor in J. v. J. (supra) was su 
arrangement SARE and United. Kingdom income tax wag 


therefore chargeable. 


8 This was said in Watkins v. CIR (18 A.T.C. 212; 
22 T.C. 696), but the decision in that case was probably 
based not on this ground but on the ‘expenditure panis 
discussed in the next paragraph. 


“Asin Watkins v. CIR. (supra). 
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Voluntary Payments , 

Another. method of preventing payments from 
becoming income of the payee is to make them 
voluntarily, but payments are only .voluntary so 
long as there is no legally binding obligation to 
make them. Even an oral agreement may there- 
fore suffice to render payments made thereunder 
the income for tax purposes of the payee.’ It is 
only where the parties retain an exceptional 
degree of trust in each other that this arrange- 
ment can be contemplated. 


Settlements on Infant Unmarried Children 


Any agreement or other settlement, whether 
oral or in writing, which provides for payments 
of income by a parent to or for.the benefit of his 
child who is infant and unmarried at the begin- 
ning of the year of assessment in which payments 
exceeding £5 are made, makes such payments the 
income for tax purposes of the parent and not of 
the child or any other person.’ A Court order 
that a father pay {x per annum ‘in trust for’ his 
child constitutes a settlement, and the sums paid 
thereunder are therefore the father’s income for 
tax purposes, but he may be entitled to deduct 
tax therefrom if the order so provides. On the 
other hand, an order that a husband pay £x per’ 
annum ‘to [the wife] for the maintenance of’ the 
child is not a settlement,® nor is an order to pay 
£x per annum to the child. 

An order to pay in trust for a child may appar- 
ently* be made by the Divorce Court in proceed- 
ings for divorce, nullity, judicial separation, or 
restitution of conjugal rights, but it is doubtful 
whether such an order can be made by this 


‘Court in proceedings for wilful neglect to main- 


tain, or by the Chancery Division, County Court 
or Magistrates’ Court 79 


Lump-sum Payments 
A once-for-all payment by a husband in respect 
of his liability for maintenance does not become 
income in the hands of the recipient. Such a 
payment can be made by agreement without legal 
proceedings, or an application for maintenance 


5 Peters’ Executors v. CIR (20 A.T.C. 117; 24 T.C. 45). 
t See Income Tax Act, 1952, Section 403. 
? Income Tax Act, 1952, Section 397. 


* Yates v. Starkey (30 A.T.C. 33; 32 T.C. 38). The House 
of Lords approved some of the reasoning in this case in 
Thomas v. Marshall (32 A.T.C. 128; 34 T.C. 178), but 
expressly refrained from expressing an opinion as to the 


- correctness of the decision itself. 


! Stevens v. Tirard (18 ATC 305; 23 T.C. 321). 


1° These doubts were explained in Law Journal, Vol. 105, 
page 631. 
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may be dismissed on such a payment being made. 
It 1s essential to take legal advice before agreeing 
a lump-sum payment, as it is easy to make an 
agreement which does not bind any of the parties, 
and often difficult or impossible to make one 
which deprives a wife or child of the right to 
ask the Court for further provision once the lump 
sum has been spent.? 


Remaining Unseparated in Law 


Unless the parties are separated, payments made 
by the husband to the wife or to or for infant 
unmarried children will have no effect on the tax 
liability of the parties and the husband will con- 
tinue to be assessed as a married man on the 
joint income of the spouses. A husband and wife 
are separated for tax purposes only if their 
marriage is ended by divorce or annulment or if 
‘(a) they are separated under an order of a Court 
of competent jurisdiction or by deed of separa- 
tion; or (b) they are in fact separated in ‘such 
circumstances that me Separation is likely to be 
permanent.”? 

Whether parties are in fact sepatated, whether 
their separation is likely to be permanent, and 
if so when it occurred, are questions of fact to 
be decided on the. circumstances of each case: 
were it otherwise, married surtax payers might 
foxily separate each autumn and become recon- 
ciled each spring. 

When one party to a marriage (but not both) 
is not resident inor is absent from the United 
Kingdom, the parties are treated for tax purposes 
as separated, but are not liable to pay more tax 
than would be payable if they were not separated. 
Purely voluntary? payments made by a husband 
to a wife from whom he is separated but not 
divorced may cause him to be allowed, by con- 
cession, the married man’s personal allowance if 
the payments constitute her sole income or her 
main support. 


Payments which become Income of the Wife 


The normal maintenance arrangement results in 
the payments made under it (including tax paid 
direct by the husband to the Revenue) becoming 
for tax purposes income of the wife, and assess- 
able to income and surtax at the rates applicable 
1 See Hyman v. eae ([1929] A.C. 601); Bennett v. Bennett 
oos? KR Mills v. Mills ([1940] P. 124); 

Addison v. Dan EE a All E.R. 213); Goodinsen v. 


Goodinson ([1954] 2 All E.R. 255); Simmonds 
ass), 2 JR E.R. 481); and Russell v. Russell ([1956] 
2 W.L.R. 544). 


2 Income Tax Act, 1952, Section 361 (1). 
3 Peters’ Executors v. CLR. (supra). 


THE ACCOUNTANT 


the wife {£1,000 per 


v. Simmonds ` 


371 


to her income and not to the husband’s.4 This 
result is usually desirable (at least for some of the 
maintenance paid) if the husband is liable to 
surtax at a higher rate than the wife or if the 
wife’s other income is insufficient to exhaust her 
personal allowance or reduced rate relief. 

Thus a husband earning £3,000 per annum 
whose wife has no income of her own pays 
£1,034 5s tax while the whole £3,000 remains 
bis income. On separation, if the husband pays 
annum in such a way that 
it becomes taxable as her income on which she 
can claim personal-allowance and reduced-rate 
relief and he does not have to pay surtax, the 
total tax payable will be £847 6s. Similarly, where 
it is desirable to make a child’s maintenance 
income of a parent, it is best ro make it income of 
the wife if only the husband is liable to surtax. 

Moreover, as such arrangements are the easiest 
to make they are normally preferable unless there 
is some reason for avoiding them, e.g. if the 
husband or a child can utilize allowances or 
reliefs not available to the wife, or if the payments 
are made out of moneys not subject to tax in the 
payer’s hands.® 

Any binding® agreement, covenant or order for 
the payment of a fixed periodical sum to a 
separated wife will make all moneys paid there- 
under taxable as income of the wife’ unless they. ` 
are payable in trust for a child of the payer.® 
If the sum is fluctuating and unfixed it is doubtful 
whether it becomes income of the wife.® Mainten- 
ance for a wife or child paid under the orders in 
the usual form made in the Divorce Court on 
petitions for divorce, nullity, restitution, judicial 
separation and wilful neglect to maintain, under 
Magistrates’ Court Orders, and under Chancery 
Division and County Court Guardianship of 


Infants Orders, becomes the income of the wife; 


s0 may payments pursuant to settlements varied 
by the Divorce Court, and to orders settling - 
damages. Some of these orders may, however, be 
so framed as to avoid this result. 1° 


(To be concluded.) 
t Stevens v. Tirard (18 ATC 305; ST 321); | 
Howe ov. CLLR. (7 T.C. 289; [1919] 2 K.B. 336); 
(supra). 
* Maintenance which does not become income. of the 
payee (supra). 
8 Peters’ Executors v, CJR. (supra). 
? Stevens v. Tirard (supra). . 
8 In which case Income Tax Act, 1952, Section 397, would 
apply. 
8 Watkins v. C.I.R. (supra). 
19 Some methods of doing this have been discussed (supra); 
others will be considered in the next article. 
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by A. H. TAYLOR, M.C., A.A.C.C.A. 


Nature of the Problem 


N outstanding feature of modern indust- 
A: activity is that for many products 
| a long and expensive process of research 

has to be carried out before the articles can be 
placed on the market. The effort which is applied 
to research and development by some companies 
has brought this function to a level of importance 
equal to that of the basic functions of buying, 
making and selling. Developments in air travel, 
for example, have involved the expenditure of 
enormous sums of money for the essential 
_ research and experimental work entailed. Plastics, 
alloys, drugs, fuels, electronics and atomic 
power, are being developed at great cost for the 


purpose of meeting an insistent demand. As a 


result, the cost of research now represents so 
large a proportion of industrial expenditure as 
to merit the formulation of special techniques for 
its control and recovery. __ | 
While most systems of financial control are 


ultimately based on the relationship between cost’ 


and output, in dealing with research work the 
accountant is faced with a possibly growing 
volume of expenditure which is not derived from 


current operations. Another difficulty is that, 
although research costs must be recovered out 


of income as soon as possible, the eventual cost 
and duration of many research projects are often 
extremely indefinite. Thus the accelerating pace 
of industrial research may tend to change the 
emphasis of conventional control techniques — 
` which generally depend on ‘spreading current 
expenditure over units of current output. 


The research activities of an industrial company., 
normally include such establishments as a drawing. 


office, a laboratory and an experimental depart- 
ment, as well as other sections dealing with 
specialized functions. These departments incur 
a certain basic expenditure of a fixed nature 
which can be assessed from year to year with 
reasonable precision. Such fixed expenditure 
includes normal lighting and heating, deprecia- 
tion of standard equipment and salaries of per- 
manent staff. However, a progressive management 
will rarely find it expedient to limit research activi- 
ties to the resources of a static team or standard 


equipment. Even with a static organization,.. 


research work is notoriously extravagant in the 


cost of such variable items as power, materials.: 


and staff overtime. Moreover the development of 


a new material, process or machine, frequently 
involves heavy commitments to sub-contractors; 
and the repercussions of a substantial programme 
of research and development may well cause 
some expansion in the administrative and works 
service departments. 


Controlling Expenditure 
An allocation for research may be looked upon 
as expenditure essential for the purpose of main- 
taining the continued prosperity of the business, 
and is not, therefore, an amount which should be 
limited by anticipated profits in the current 
period. The sum which it is necessary to spend on 
research will be largely dictated by the activities 
of competitors, technical advances in the industry 
and the emergence of a new demand. 

The control of any kind of expenditure is best 
based on the use of a standard against which 
to compare actual costs at regular intervals, and 
in the case of research costs, the standard should 
be a carefully assessed budget derived from a 
detailed programme of work to be drawn up by 
the technical department and approved by the 
management. Where, as is now often the case, 
the development of a new material or prototype 
is likely to occupy many years of patient effort 
and experiment, it will be necessary to formulate 
a long-term budget on broad lines, and this budget 
should be capable of variation as the progress of 
the work dictates. Every major project should be 
broken down into as many subsidiary projects 
as possible, and a separate budget of capital 
equipment, personnel costs, material and other 
expenses compiled for each job. 

“Technicians engaged on research work are 
usually — and quite naturally — unwilling to bind 
themselves to questions of time or cost, and it 
will be necessary to explain to them that the 
provision of staff, material and equipment, will be 
dependent on top management being satisfied that 
the projected work can be adequately financed. 
It will usually be found that the technical 
department will for its own purposes have broken 
down each job into phases, such as basic design, 
prototype design, preparation of model, manu- 
facture of prototype and so on, and for each 
phase a specified team will be allocated for a 
scheduled period of time. Although such a pro- 
gramme will probably be highly flexible in applica- 
tion it will at least form a basis on which the 
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financial department may formulate the budget 
for submission to management. The absolute 
accuracy of the standard set up in this manner 
is not of vital importance so long as it is sufficiently 
realistic for the variances to be analysed at appro- 
priate stages, and the reasons for the variances 
reported to management. 


Long-term Planning of Finance 

Once the probable cost and duration of each 
project has been assessed in the manner described 
above, the next operation is to consolidate these 
project estimates into a total research budget for 
inclusion in the master budget of the whole under- 
taking. While it is usually practicable to assess 
without undue difficulty and reasonable precision 
the company research budget for a year ahead, 
budgets for remoter periods are likely to be less 
accurate. The long-term prospect is therefore best 
shown as the estimated cost of known projects 
plus a provision for such new projects as might 
arise, The amount of this provision will obviously 
depend on a number of factors peculiar to the 
organization concerned, but must clearly have 
some regard to the intensity with which research 
is being carried out in the industry. 

In presenting the Icng-term budget to manage- 
ment, an important question must be resolved 
as to the form of the statement. Management will 
be concerned to plan the finances of the under- 
taking so as to ensure that research costs are 
recovered out of income without undue delay, 
and the extent to which this is likely must be 
clearly shown in the long-term master budget and 
in subsequent statements comparing the per- 
formance with the budget. e? 


Effect on Unit Costs 


Research expenditure is frequently shown in 
financial statements as a charge against the in- 
come of the period when the expenditure was 
incurred, and unit.costs may include an appor- 
tionment of this expenditure. Whilst it would 
be imprudent to treat research costs as being in 
the nature of deferred charges to be met out of 
the possible future income which it is hoped to 
create, it is also true that the cost of developing 
a product for sale some years hence is not logically 
part of the cost of current production. The 
inclusion of current research expenditure in 
current unit costs may. give a false impression of 
the efficiency with which the work of the organiza- 
tion is being conducted and may mislead the 
estimators. l | | 

The dilemma may, however, be resolved if the 
whole cost of research activities is separated 
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from the cost of current operations in the books 
and is treated as being in the nature of a deduc- 
tion from trading income. Research costs would 
then fall into line with other debits which are now 
being made for the purpose of maintaining the 
earning capacity and the real capital of businesses, 
an example being provisions for replacing fixed 
assets in excess of the depreciation already 
charged. Such items would not form part of 
current unit costs but must be borne in mind by 
top management when planning future profits. © 

If this viewpoint is adopted, the master budget 
should be prepared so as to show first the trading 
suplus from current operations and then the 
deductions from that surplus required for the 
maintenance of the real capital of the business, 
these deductions including research costs. A 
similar method should be used in the periodic 
statements for management comparing perform- 
ance with the budget. 

The complete exclusion of research costs from 
unit cost statements might, however, produce a 
misleading picture of the true profitability of the 
article or service which resulted from the research 
work. It is therefore, necessary that in addition 
to the normal cost and sales comparisons dealing 
with current costs and current income, special 
statements should be drawn up at appropriate 
intervals showing the extent to which research 
expenditure had been recovered out of sales of 
the products concerned. 


Conclusion 
To summarize, it is maintained that the planning, 
control and recovery of research expenditure 


. necessitates the separation of such expenditure in 


the financial and cost records, and its exclusioff” 


‘from normal unit costing. The techniques for 


advising management for control purposes will 
follow the broad principles inherent in any 
system of management accounting — the careful 
analysis of expenditure, the assessment of 
standards of performance expressed in financial 
terms, the analysis of variances from the stand- 
ards, and throughout, the emphasis on the future. 
These techniques must, however, be applied and 
considered as distinct from the control of current 
operations and profitability. 

Research work is a form of capital investment 
intended to produce future income. The growing 
relative importance of capital investment of this 
and other kinds is well recognized by manage- 
ment in industry, and the impact of this trend on 
conventional accounting techniques needs the 
close attention of all accountants whose aim is to 
serve and aid management. 
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` ACCOUNTANTS’ CHARGES 


by DEREK G. BEE, F.C.A. 


HE speech of the President of The 
Institute of Chartered Accountants in 
England and Wales at the dinner of the 

South Wales and Monmouthshire Society of 
Chartered Accountants, reported in the issue of 
March 24th last, and the leading article, ‘Higher 
Fees Suggested’, in the same issue, have reminded 
practising accountants in a most forthright manner 
that they, too, are affected by ever-rising costs 
and that their fees should be kept constantly 
under review. 

_ Surely, now is the time for a lead to be given 
by the recognized accountancy bodies on the 
whole vexed question of professional fees? 

Occasionally a letter is published in the columns 
of this journal asking for information or guidance 
on the subject of accountants’ charges. But worth- 
while information is rarely given, although it is 
clear from the spasmodic correspondence that 
follows a letter on this subject that guidance 
_ would be welcomed by some practitioners. 


No Published Scales 
The guarded pronouncement by the Council of 
The Institute of Chartered Accountants in 
England and Wales (in The Accountant, Decem- 
ber 15th, 1945) that ‘a substantial increase in 
fees and charges over those ruling in 1939 is 
‘justifiable’ can hardly be classed as worth-while 
information. The revised scale of charges for 
accountancy work carried ‘out for Government 
departments, issued in January 1953, was not 
-considered suitable for general publication, 


though it was available to those who made. 


specific application for a copy. 

Why is it that we are all so mute on the subject 
of what really is the main object of our work? 
Admitted, some of us like to think that the work 
itself is more important than the fees we charge for 
it. Be that as it may, we still have to live (some of 
our more outspoken clients say “Why?’!) and, if we 
deliver good work, we should receive good pay. 


Value of Accountants’ Work 

‘If we deliver good work.’ That is the crux of 
the matter. We all, from the young man drawing 
up accounts of small traders in the front room of 
his house to the senior partner of an international 
firm, deliver of our best, but its value to the 
recipients varies quite considerably. For this 
reason, it is undesirable to have a fixed scale of 
charges, as our colleagues of the Law Society have 
for certain classes of their work. Nevertheless, a 


scale of recommended minimum - charges, for 
guidance only, could be drawn up and issued by 
the recognized accountancy bodies, together or 
individually. 


It is a fact that the profession is losing to 


industry most of its best men, because of the . 


better pay offered. It is a fact that many of those 
stalwarts who remain as employees in the profes- 
sion are grossly underpaid for their ability, their 
industry and their integrity. It is a fact that many 
of the smaller practitioners work too long hours, 
get behind with their work and are unable-to give 
of their best, because the low charges they com- 
mand do not permit them to engage sufficient 
staff as well as to maintain themselves and their 
dependants. | 
Reasons for Low Fees 

Why, then, does not the small practitioner, of 
whom there are very many more than there are 
large firms, command better fees? There are two 
reasons. 

The first is ignorance. Ignorance of what is a 
fair charge. Ignorance of what other accountants 
charge for similar work. He works alone, or with 
others in a similar position, and, if he is fortunate 
enough to be sufficiently near a district society, 
branch or local group to meet fellow practitioners 
occasionally, they will talk to him about anything 
but fees and charging rates. 

The other reason is fear. Fear of his client 
leaving him if he tries to increase his charges.. 


-This is, to some extent, the result of there having 


been too many qualified accountants during the 
difficult times between the two world wars, when 
those who could not find employment took on 
work at fees so low that.they found, when more 
work became available to them, that they were 
working all day and half of the night to earn a` 
pittance. These practitioners, greatly daring, 
may have doubled. their charging rates since 
before the war, but they should possibly have 


. been doubled again, and perhaps again. 


Recommended Minimum Scale 
Each of these factors could be nullified, to a large 
extent, if a recommended minimum scale of 
daily charging rates, which could easily be revised 
from time to time, were available for the guidance 
of practitioners who need it. It would not, it is 
believed, have the effect of becoming also a 
maximum scale, as is sometimes contended; it 
would do no harm to the practitioners who, 
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because of their skill and reputation, at present 
command larger fees; it would do no harm to 
those who wish to continue to charge less, other 
than to make it known to them that they were 
accepting less than their worth and were doing 
harm to other accountants of equal qualification 


by undercutting. It would, on the other hand, be’ 


of untold benefit to those who do not know their 
real worth and who, at present, have no backing 
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for their requests to clients for higher fees. 

Such a scale could not have an immediate 
effect on fees and on salaries paid to professional 
‘staffs. It would not be possible for a practitioner 
to increase all his existing fees overnight. It 
would, however, have its effect on new work 
‘undertaken and, over a period of time, its cumu- 
lative effect might be very great. It could lal 
have no detrimental effect on anyone. 


AUTOMATION 


- CONTRIBUTED 


S a result of the widespread use of labour- 
saving methods and devices and the high 
degree of industrial mobility, the level 

of industrial productivity in the United States is 
much greater than here. Despite that, the pro- 
spect of large-scale technological unemployment 
occasioned by an increasing degree of ‘“automa- 
tion’, as the term is, appears to cause concern ‘to 
` American ‘labour leaders no less than to trade 
union leaders in this country. 

In their monthly letter last September, the First 
National City Bank of New York instanced the 


warnings given earlier by Walter Reuther, head of ` 


the Congress of Industrial Organization (one of 
the two bodies in the United States which 
correspond to the British ‘Trades Union Congress), 


of the mass unemployment likely to result from : 


push-button factory production. 
Among the examples of the results of automa- 


tion quoted by Mr Reuther-were those of a certain — 
production line which produced as many engine © 


block assemblies with 41 men as previously with 
117; another factory producing 90,000 electric 
light bulbs per hour; a new steel mill which 
required only half the staff needed by older units 
to produce the same output; and self-dialling 
trunk telephone services. ` ` 

Such cases could be paralleled here, although 
not perhaps so spectacularly. Despite the fact that 
the impact of automation upon the community 
has been slight, organized labour in this country 
has nevertheless also warned that the progress of 
automation must be carefully watched. 


Unwarranted Concern 
In the circumstances of the present day, this 
concern seems completely unwarranted and in- 
deed it is- unlikely that without automation the 


expected and universally desired improvement in 
the standard of living will be attained. 


What appears to be overlooked in considering. 


the great increases in productivity resulting from 


‘automation, is that they represent only an 


accelerated stage in the general process of in- 


“creasing output per man-hour. Those showing 


jconcern seem to forget that the result of the pro- 
cess of replacing labour by mechanized or auto- 
matic methods, which may be regarded as com- 
mencing with the industrial revolution, was not a 
reduced labour force, accompanied by unemploy- 
‘ment, but a much higher volume of output shared 


‘by a larger employed population. 


The standard of living throughout the Western 
world has ‘indeéd risen greatly over the last 
‘century and where there has been unemployment 
it has been due not to technological so much 
as to economic causes. In circumstances of full 
employment, as the post-war years show, the. 
‘factors which might otherwise cause unemploy- 
ment do not appear.to be operative. 


Concern over Effects of Automation 


Despite this, concern over the effects of automa- 
tion continues to exercise the minds of many who 
must presumably still ‘subscribe to the outdatet ` 
economic theory that only a limited number of 
jobs are available at any one time, forgetting that 
automation krings about cheaper products, thus 


>, 8timulating’ new demands, as well as providing 


many new jobs. 
. Ina previous issue of The Accountant there was 
a reference to the views of Mr Diebold, a director 
of ‘Automatic control’ and an American authority 
‘on automation — a term which he is believed to have 
originated. Mr Diebold has to his credit another 
significant and somewhat picturesque description 
— ‘obituary accounting’. This he explains as: 
‘Totting up the number of workers replaced by 
a machine, multiplying that sum by the number of 
machines and tagging the end result ` bo ae 
tt ment’’. 3 
The description is worth remembering for there 
„are far too many ‘obituary accountants’ at the 
present time. 
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EVALUATION OF INTERNAL CONTROL 


by E. D. McMILLAN, A.C.A. 


which has to be performed both by internal 

auditors and by accountants in public practice 
whether in-their capacity as auditors or as advisers 
on accounting organization and methods. 

I propose. to deal with the subject primarily from 
the standpoint of independent auditors in the hope 
that this will be of interest to you 
as internal auditors, not only be- 
cause you have a similar job to do 
but because_in performing this 
part of an audit there is consider- 
able scope for mutual assistance 
between internal and independ- 
ent auditors. ` 

- Moreover, as accountants in BS 
practice are experiencing an in- Es 
creasing demand „from their 
clients for advice ‘on 

ment accounting, I should ai 
like to touch briefly on the 
evaluation of internal control for 


that purpose. 


Definition of Internal Control 
I have been unable to trace refer- 
efices to internal control in any 
of the standard auditing text- 
books used in this country. There 
are, of course, frequent refer- 
ences to internal check, but the 
term ‘internal control’ is com- 
monly used to indicate some- 
thing broader in scope. ‘In- 
tasna! control’ has been defined in notes issued by the 
Council of the English Institute as 
‘the whole system of controls, financial and other- 
wise, established by the management in the conduct 
of a business including internal check, internal 
audit and other forms of control’. 


"TZ evaluation of internal control is a task 


A committee of the American Institute of Nacii 


ants has defined internal control as comprising 
‘the plan of organization and all of the co-ordinate 


methods and measures’ adopted within a business 


to safeguard its assets, check the accuracy and 
reliability of its accounting data, promote operational 
efficiency and encourage adherence to prescribed 
managerial policies’, ` 
The definition of internal. check in the English 
Institute’s notes is 
‘the checks on the day-to-day transactions which 
operate continuously as part of the routine system, 
whereby the work of one person is proved inde- 
pendently or is complementary. to the work of 
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® 
anather, the object being the prevention or early 
detection of errors and fraud’. 
As the definitions of internal control which I have 
quoted suggest things beyond the scope of account- 
ancy, I should like to restrict my contribution to our 
discussion to the evaluation of accounting control, ` 
Ee, dë am well aware that both independent 
and internal auditors are often 
required to deal with wider prob- 
lems of control. Even within this 
restricted meaning, internal con- 
trol means something broader 
than internal check and is de- 
signed to ensure that accounts 
prepared for the management or 
proprietors are reliable and in- 
. formative; also that, subject to 
the limitations of accountancy, 
the concern’s property is safe- ` 
guarded against unnecessary loss. 
It is therefore concerned with 
errors of accounting principle as 
well as arithmetical discrepan- 
cies and with loss of all types of 
assets, not only of cash or the 
utvalent. 

Although the term ‘internal 
control’ is: generally accepted 
and understood, it seems to me 
that the use of the word ‘internal’ 
is unfortunate, since it implies 
that there is such a thing as 
external control in day-to-day - 
operations whereas, obviously, 

any effective day-to-day control, whether by the 
proprietors or the management, must be from inside 
the o tion. 

I have been told that two or three years ago you 
discussed a paper on the relationship between the 
internal and statutory auditors’; to avoid encroaching 
on this- subject, I should therefore like to refrain 
from Get with the evaluation by the statutory or 
independent auditors of that part of internal control 
which is in the form of an internal audit. 


Auditing Technique and the Development 
of Internal Control 
An effective system of internal control which ensures 
the presentation of reliable accounting information 
will obviously accomplish what might well be re- 
garded as the duty of the independent auditor. Is 
the auditor who satisfies himself that the system is 
effective therefore relieved of some of his responsi- 


1. ‘Relationship between the statutory auditor and the 
internal auditor’, by W. G. Densem, F.C.A., reproduced i in 
The Accountant, dated March 28th, 1953. 
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bilities? Obviously the auditor must examine all 
material items in the accounts in some detail, but in 
order to consider his responsibility in connection 
with routine transactions it is necessary to review 
the historical development of auditing technique and 
to consider how it has been affected by the parallel 
development of internal control. It has been recog- 
nized for more than half a century that it would be 
quite uneconomic for the auditors of a large organiza- 
tion to check and vouch every transaction which has 
taken place during the SCH of the accounts. To go 
back no further than 1895 there was evidence of this 
in the London and Gourd Bank case in which the 
following statement about the duty of an auditor 
was made by the judge: 
‘Where there is nothing to excite suspicion, very 
little inquiry will be reasonable and quite sufficient; 
and, in practice, I believe business men select a few 
cases haphazard, see that they are right and assume 
that others like them are correct also.’ 
The auditing text-books written during the first 
quarter of the present century give the impression 
that although the learned judge referred to ‘a few 
cases’ it was generally felt in the profession that mm 
order to perform his duty an auditor must vouch and 
check a material proportion of transactions. Such 
tests were designed more-to discover errors or dis- 
crepancies than to find out the procedures employed, 
although, of course, attention was paid to evidence of 
procedures such as the initials of the persons respon- 
sible for checking or authorizing a voucher. 
- The proportion of transactions tested varied 
according to circumstances and to the auditor’s 


assessment of the value of internal check, but in the ` 


majority of cases the auditor must have commenced 
his task with the knowledge that there were probably 
arithmetical errors in the book-keeping and transac- 
tions unsupported by vouchers. His tests would 
therefore be designed to ascertain the extent of these 
discrepancies and he might even decide, for instance, 
to check a substantial proportion of the personal 
ledger postings. 

Internal control in industrial concerns, as we 
know it today, is something which has grown up in 
comparatively recent years, largely to cope with the 
problem of managing concerns which, owing to 
amalgamations and general economic progress, have 
greatly increased in size. This development has taken 
place both in this country and in the United States 
and a statement on auditing standards approved by 
the American Institute in 1948, laid down that ` 


‘there is to be a proper study and evaluation of the 
existing internal control as a basis for reliance there- 
on and for the determination of the resultant extent 
of the tests to which auditing procedures are to be 
restricted’, 
On the same subject, a committee on auditing pro- 
cedure of the American Institute stated in 1951 
“The ordinary examination incident to the issuance 


of an opinion respecting financial statements is not 
designed and cannot be relied upon to disclose 
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defalcations and other similar irregularities although 
their discovery frequently results. In a well-organized 
concern, reliance for the detection of such irregu- 
larities is placed principally upon the maintenance 
of an adequate system of accounting records with 
appropriate internal control.’ 


Duty of the Auditor 


These statements indicate that in the U.S.A., as 
in this country, the evaluation of internal control is 
now regarded as an important part of the duty of an 
auditor and suggest that the auditor, having satisfied 
himself that the internal control over a particular 
class of transaction 1s satisfactory, need not carry 
out any further detailed checking of transactions in 
that class. The statements also suggest that the pur- 


pose of evaluation is more.to ascertain the extent to 


which the system ensures the reliability of the accounts 
than whether it provides safeguards against relatively 
minor defalcations (although, of course, a good 
system would perform both these functions). 

In comparing the duties of auditors in the United 
States and in this country it must be borne in mind 
that the liability of an American auditor depends 
primarily on his contract with his client, whereas 
normally the duties of an auditor of a company in 
the United Kingdom are to make the examination 
and present the report required by the Companies 
Act or arise from the duties so laid down. For this 
and other reasons there may be differences in the 
scope of the detailed examination of similar concerns, 
but in both countries the nature and extent of the 
examination are determined largely by the result of 
an evaluation of internal control and in carrying out 
the examination itself the auditor pays particular 
attention to the procedures employed by the staff of 
the concern’in dealing with the transactions. 

The use of good systems of internal control is by 
no means confined to the larger concerns; even in a 
small business one frequently finds that close personal 
supervision exercised by a director, partner or GÉIE: 
prietor makes a strong contribution to a good system. 
To deal with the other extreme, there are many cases 
where the ayditor feels it to be his duty, in the 
absence of sufficient:control, to carry out what is 
almost a completely detailed audit. This may apply 
not only to relatively small concerns but to those 
dealing with large sums of money but employing 
only a small accountancy staff, e.g. a large investment 
trust. 


Purpose of Evaluation 


The purpose of the evaluation of internal control by 
an independent auditor in this country is, therefore, 
to enable him to form an opinion as to the extent of 
the examination he must make in order to report on 
the accounts and for that purpose to do what is 
reasonable towards satisfying himsélf that there are 
no undisclosed irregularities of such importance as to 
invalidate the general fairness of the view presented 
by the accounts. 

An auditor has the duty under the Ninth Schedule 
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of the Companies Act, 1948, of reporting whether 
proper books of account have been kept by the com- 
pany, and Section 147, although it does not give a 
direct definition of ‘proper books of account’, makes 
it legally necessary for a company to keep 

‘such books as are necessary to give a true and fair 

view of the state of the company’s affairs and to 

explain its transactions’. 
Nevertheless, a clear report by an auditor does not 
necessarily signify that he is completely satisfied with 
every detail of the system of internal control. For his 
own primary purpose he carries out sufficient ex- 
amination to cover, so far as they ‘concern that pur- 
pose, matters over which he finds the internal 
control to be defective. He normally regards his 
responsibilities as fully met if he brings the defects 
to the attention of senior officials or of the directors 
in order that appropriate action may be taken” by 
them to put matters right. Where the deficiency in 


internal control is of such a nature that in spite of his `- 


own examination the auditor feels that the accounts 
may be materially inaccurate he would, of course, 
refer to the matter in his report to the members. 


Essential Features of Internal Sé 
Control System 


. In order to be able to evaluate internal control, one 
must obviously have a clear idea of what one expects 
to find in a good system. According to a special © 
report by the committee on auditing procedure of 
the American Institute in 1949, the characteristics of 

a satisfactory system of internal control would include 
the following:, 

A plan of organization which provides appropriate 
segregation of functional responsibilities. 

A system of authorization and recording pro- 
cedures adequate to provide reasonable accounting 
control over assets, liabilities, revenues and expenses. 

Sound practices to be followed in performance of 

uties and functions of each of the organizational 
epartments. 

A degree of quality of personnel commensurate 
with responsibilities, 

Generally speaking, I think that these gege 
teristics ate equally applicable to this country as to. 
the United States, but there are certain differences ` 
in conditions in the two countries which, although 
they would not invalidate the principles laid down, 
may give rise to differences in the way they are 
applied in detail. I propose to deal with each of the 
characteristics in turn indicating some differences of 
this sort. 

Segregation of Responsibilities 


The first requirement, i.e. the segregation of func- 
tional responsibilities, calls for organizational inde- 
pendence between the departments. responsible 
for operation,- custody of.assets and accounting. ‘The 
theory: is that in order to ensure that the proprietors: 
or management are presented with true and unbiased 
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should be completely responsible for recording its 
own operations. The segregation of duties, however, 
is not in itself sufficient; there must also be provision 
for reasonably frequent checks on the actual existence 
and condition of the property. These checks should 
preferably be made by a person who is not responsible 
either for the custody or accounting, although in some 
cases a dual check by two or more persons so re- 
sponsible may be satisfactory. Physical checks of the 
more durable assets like plant and machinery should 
be regarded as equal in importance to. physical checks 
of current assets like stock, but owing to the relative 
infrequency of transactions it is not usually regarded 
as necessary to carry them out so often. 

In the United States it is usual for the custody of ` 
cash and securities to be segregated completely from * 
accountancy and to be made the responsibility of an 
official usually known as the treasurer who, like the 
chief accountant or controller, is one of the executives 
immediately responsible to the top management or 
board of directors. In this country, although it has 
long been recognized that the cashier should not be 
responsible for any accounting records other than 
those recording day-to-day cash transactions, it is 
unusual, except in some of the largest concerns, to 
find in company organizations an official correspond- 
ing to the treasurer; it is usual, however, for the ` 
directors to exercise considerable control over the 
more important transactions in cash and securities 
by requiring, for instance, cheques over a certain 
amount to bear the signature of one or more directors. 
The secretary also exercises some control over such 
transactions and where his office is not combined 
with that of chief accountant he probably fulfils some 
of the functions of the treasurer in American com- 
panies. 


Control over. Stock and Fixed Assets. 


Apart from the exception I have mentioned, I 
think it can be said that the principle of the segrega- 
tion of accountancy from custodianship and from 
operation is accepted in this country as it is in the 
United States; in fact, this is almost essential ‘if 
double-entry book-keeping i is used. It is by no means 
universal, however, to find that the accounting records 
provide the means for periodical checks on the 
physical existence of assets or that.these checks are, 
in fact, carried out. 
- There are probably many concerns, for instance, 
which do not maintain inventory or stock accounts 
and still rely entirely on an annual stock-taking to 
ascertain the quantity and value of their stock. One 
usually finds that the reason why a concern does not 
maintain proper book records of the value of stocks is 
either that it is unable to produce reliable costing 
information or that its costing system is not properly 
integrated with the other accounting records. , 
In such. circumstances it seems to me that the 
auditors must regard the internal control as defective, 


accounts showing how property has been dealt with by. not only because there may be material errors in the 


those entrusted with its custody, no department 


amount of stock stated in the accounts but also be- 
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cause of the absence of a valuable check on possible 
defalcations or other losses. They must, therefore, 
take whatever steps they think necessary to satisfy 
themselves; in most cases this involves a great deal 
of detail work on the stock sheets and on transactions 
during the period which might otherwise be regarded 
as unn l 

Similarly, there are concerns which do not main- 
tain detailed registers of their fixed assets such as 
plant and machinery. In such cases the auditor will 
have to give special attention to the method used to 
ensure that retirements are properly dealt with, but 
whether or not he need take a serious view of the 
matter will depend upon the circumstances, including 
the value and nature of the assets and the degree of 
physical control which can be exercised over them 
by the management. 


_ Accounting Manual 


The second requirement of a satisfactory system 
of internal control which I mentioned was an ade- 
quate system of procedures. In America this seems in 
all large companies to imply a written plan or manual 
which is, in effect, the book of rules of the accounting 
organization. In this country it is not uncommon, 
even in concerns where a good system is in operation, 
to find that there is no accounting manual in exist- 
ence. One of the mattera to which the auditor there- 
fore applies himself is an inquiry into the nature and 
effectiveness of the system in use. Although the 
absence. of a manual may make such an inquiry 
laborious, it is difficult to visualize circumstances in 
which the auditor, although satisfied with’ the 
system, would apply great pressure on the manage- 
ment to get it committed to writing. Most auditors, 
I think, would judge the system on its own merits 
and not regard it as deficient merely because it is not 
embodied in a manual. 


Division of Duties and Personnel 
The third requirement of sound practices in the 
performance of duties and functions involves a 
division of duties so that no one person will handle a 


transaction from beginning to end. This is the sort: 


of thing that is covered by the term ‘internal check’; 
the measures employed are stated in most text-books 
on auditing and ought to be used in most-businesses. 

Some of the precautions taken against fraud in 
American concerns, however, are not usually re- 
garded as necessary here. For instance, in the United 
States an outside company operating an armoured- 
car service is frequently employed to pay wages; 
although this system has the advantage of giving 
protection against robbery, few British concerns 
would feel it necessary to call in an outsider to take 
part in the payment of wages and protect them against 
fraud by their own employees. American systems are 
also frequently rather strict in requiring cheques to 
be mailed to the payees by departments other than 
those responsible for requiring or drawing the 
cheques. Although it may be desirable to do this 
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where it fits reasonably well into the office routine, 
I am not sure that we would always regard this as 
essential in the United Kingdom where the crossing 
of cheques and general banking practice ensure that 
there is little danger of the proceeds being obtained 
by anyone other than the named payee. No doubt 
the more stringent methods of dealing with cheque 
payments which are usually found in American 
systems are required partly because of the com- 
parative ease with which the person in possession of 
a cheque can obtain payment. 

The general crossing of cheques has no legal force 
in the United States and neither paying nor collect- 
ing bankers appear to take the same sort of precau- 
tions as bankers in this country to protect their cus- 
tomers against fraud by employees. Consequently, 
a person in possession of a cheque, even if he has 
difficulty in obtaining payment from the bank on 
which it is drawn, would have little difficulty in 
cashing it elsewhere in that country as there are 
cheque-cashing agencies which, for a small fee, will 
cash cheques for anyone. 

The fourth requirement of employing personnel of 
a quality commensurate with thêir responsibilities, 
suggests an ideal which is not always possible to 
achieve under conditions of full employment. It is, 
however, as far as I know, customary for British 
concerns to take up references in order to ensure 
that new employees are of proved integrity, and as 
a further precaution, employees who -handle cash 
and other valuables are usually covered by fidelity 
insurance. 


Auditor’s Method of Evaluation 


Having considered very briefly the essential features 
of a good system of internal control, I should now 
like to think about the technique to be employed by 
auditors in finding out the essential facts about the 
system, since this must be a preliminary to evalua- 


- tion, It should be borne in mind that it is not alwayg, 


sufficient for an auditor merely to make inquiries 
and base his evaluation on what he is told; he should 
take whatever steps are reasonable to verify it. 

The approach of sar auditors ‘to this 
problem is frequently informal. At the first audit 
inquiries are made into the system and the neces- 
sary notes are made; then at subsequent audits it is 
left to the senior accountant in charge of the audit 
to draw the attention of his principal to shortcomings 


-in the system so that any necessary changes in the 


audit programme can be made or the matter can be 
taken up with the management whichever is appro- 
priate. To avoid the danger that under these condi- 
tions a proper review of internal control may be 
overlooked when questions. which seem to be of 
greater importance arise in the course of the audit, 
it is sometimes felt that there is scope for the use of 
some form of questionnaire or check-list on internal 
control prepared, if practicable, in a form which can 
be used by the auditor on a number of his audits. 
In some cases the questionnaire is combined with ` 
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the audit programme and sets out in appropriate 
sections firstly, the answers to questions designed to 
~ ascertain the safeguards which are in force and, 
secondly, the test-checks which have been carried 
out in order to verify that the answers are correct. 
In America, I understand that the questionnaire is 
sometimes handed to the chief accounting officer 
with a request that he will supply the answers, but 
I hardly think that this procedure can be popular 
with chief accountants. In any case, I think the 
answers should properly be obtained from the people 
who dre responsible for the detail work and are 
probably in a better position than the chief account- 
ant to know. the procedures actually carried out. 


- Use of Questionnaire in Practice 


There can be little doubt that in the audit of a 
concern with a number of branches or subsidiaries 
performing similar functions the use of a standard 
check-list or questionnaire will have considerable 
advantages since it will ensure that a uniform 
standard is applied in evaluating internal control 
at all locations; itewill also save time which would 
otherwise have to be spent in planning each examina- 
tion. This would also apply to an auditor whose 
practice consists of clients who can be divided into 
groups broadly similar in function, organization and 
size; for instance, a firm might have one questionnatre 
for its manufacturing clients and one for its retailing 
clients. 
Here in London, owing to the diverse nature and 

size of our clients’ businesses and accounting systems, 
_it would be difficult to frame a comprehensive and 
detailed questionnatre without including a large 
number of questions not applicable to any individual 
case; this would be tiresome as well as a waste of time 
and paper. One has only to think of the different 
points which would have to be considered in evaluat- 
ing the internal control of the following which might 
«we regarded as typical clients of a London firm of 
accountants: 

a clearing or merchant bank; 

an investment trust or finance company; 

a firm of stock-brokers, solicitors or architects; 

a charity; 

a departmental or chain store; 

a manufacturing concern; 

a rubber, tea or mining company; 

an import or export merchant house; 

a wholesaling business. 
Quite obviously those responsible for the audit of 
each of the concerns I’ have mentioned, if they are 
to use a re dealing with all necessary points 
of detail, would have to use one ‘tailor-made’ for the 
particular job. Whether to use a standard form of 
questionnaire is obviously a matter for each firm to 
decide on the facts of its own practice. In many cases 
the answer might be to issue standard instructions 
setting out the general line of inquiry into internal 
control supplemented by a specimen questionnaire 
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as a sort of Table A which would serve to illustrate 
the general principles and might, at the discretion 
of senior members of the staff, be wholly or E 
used in appropriate cases. 
s 
Observations and Tests 

Whether or not a questionnaire is used, it is still 
necessary for the audit staff to carry out a proper, 
review of internal control and besides asking ques- . 
tions they should make whatever observations and 
tests are reasonable to verify that the answers given’ 
are correct. Auditors sometimes feel, however, that 
in an audit where the system changes. very little from 
year to year it is unn to review the whole 
system in detail each year, and that it is more effective 
to deal with certain sections so that the whole system . 
is covered over a period of, say, three years. 

. It is the normal practice in the U.S.A. for the 
independent auditor to observe the stock-taking and 
this is normally done here and mm other countries 
where a concern is a subsidiary of an American com- 
pany. In appropriate cases such an observation might 
well be carried out as part of a review of internal 
control. It has for a long time been a not uncommon 
practice for independent auditors to attend the pay- . 
ment of wages. In appropriate cases it might also be 
useful to them in their review of internal control to 
be present when mail is opened or when transactions 
with customers are taking place. With co-operation 
from the staff of the concern they can arrange to 
observe’ various routine tasks as they are carried out 
and thus obtain a better grasp of the system as it is 
operated in practice than they can obtain by checking 
completed transactions 

Whatever observation is carried out it should, 
however, be supplemented by tests of completed 
transactions. The proportion of such transactions 
which should be tested is always a matter. for careful 
assessment by the auditor in the light of all the 
circumstances and I should be reluctant to mention 
any proportion as likely to be generally appropriate. 
It may be of interest to note that the American 
C.P.A. handbook puts forward with reservations a 
suggestion that the amount of checking carried out 
in order to prove adequacy of internal control would 
probably be not less than vo per cent nor more than 
25 per cent of that required for a detailed audit; 
but (rightly in my view) it does not commit itself 


. on how much is required for a detailed audit. 


A recent publication of the American Institute 


entitled A Case Study on the Extent of Audit Samples 


gives programmes formulated by eight different 
accountants to deal with this problem for a" hypo- 
thetical concern. It shows that there were wide 
differences in the extent of the testing considered 
necessary. In this country a similar survey would 
undoubtedly also show wide variation and one is 
left to conclude that the proportion of transactions 
tested must, therefore, be a matter for individual 
judgment in each case; it should, however, be suffi- 
cient to ensure that the transactions tested represent 
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a fair sample having regard to the period covered 
` by the audit and the various types of transaction 
undertaken by the business, 


Management Accounting 
I have attempted to deal with the evaluation of 
internal control mainly from the standpoint of an 
accountant acting as independent auditor, but, as I 


mentioned in my opening remarks, practising ac- 


countants are receiving, on an ever-increasing scale, 
requests from their clients for advice on management 
accounting. 

Although the approach to this work is somewhat 
different from that of an auditor, the question of 
internal control is a most important consideration. 
The object of management accounts is to give all 
those concerned with the management of the business 
as much information as possible to assist them in 
making decisions and an efficient system must give 
not only information regarding the financial position 
of the concern and its past trading results, but also a 
variety of useful statistics and estimates ‘which are 
required by the various executives.. As important 
decisions may be made on the basis of such informa- 
tion it must be produced quickly and accurately. 

The professional adviser must make a careful and 
detailed examination of the requirements of the 
business to ascertain what information the manage- 
ment needs and to decide upon the methods which 
should be used for its production, bearing in mind 
the necessity for both speed and.accuracy. He would 
no doubt consider whether the introduction of some 
form of mechanized accounting, including, perhaps, 
electronic accounting machines, would improve the 
efficiency of the system and would enable the in- 
formation required to be available earlier than would 
otherwise be the case. He would also consider whether 
the internal control was adequate to ensure the 
accuracy of the information. 

The internal control required for this purpose, 
however, usually goes beyond what an auditor would 
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consider essential as a proper system of management 
accounts usually embodies a number of inherent 
controls which may not be required in a system which 
is designed simply to record the financial transac- 
tions necessary for the production of the annual 
accounts. For instance, effective controls are pro- 
vided by the budgets of sales, production, and so 
on, which are features of management accounts. 
Moreover, information which is derived from the 
accounting records is made available to technicians 
and others whose knowledge and ‘experience provide 


- a further check on it. 


Conclusion 


I have attempted to deal in a general way with the 
evaluation of internal control from the point of view 
of an accountant in practice, but I am well aware that 
the point of view of internal. auditors may be very 
different. For one thing, the attitude of directors and 
management towards accountancy and internal con- 
trol is liable to differ as between companies which 
employ internal- auditors and thase which do not. 
The very fact that a company has an internal audit 
staff at all seems“to suggest that those responsible 
for management regard internal control as of im- 
portance. One usually finds that quite apart from its 
internal audit, such a company has a good system of 
internal control. 

Unfortunately for accountants in practice, good 
systems of internal control are by no means universal, 
but the increasing demand for advice on management 
accounting which I have mentioned seems to suggest 
that there is a growing tendency amongst manage- 
ments to regard modern accounting techniques as a 
valuable instrument. It is only when accounting 
control is used in this way that a great deal of un- 
necessary drudgery can be eliminated and the con- 
tinuous overhaul of the system by internal auditors 
and its periodic overhaul by the independent auditore 
assume full importance. . 


WEEKLY NOTES 


Seventh International Congress 
The Congress Committee of the Seventh International 
Congress of Accountants, 1957, announce that the 
subjects to be considered will be as follows: 

Principles for the accountants’ profession. 

The verification of the existence of assets. 

Budgeting and the corresponding modernization of 

accounting. 

The internal auditor. 

Business organization and the public accountant. 

Ascertainment of profit in business. 

The speakers in the Congress may use the English, 
French, German or Dutch ages. Arrangements 
will be made for the translation of the addresses by 
the use of the simultaneous interpretation system; 
this will enable those who attend to follow the 


speakers in English, French or Geran: 

As already announced, the Congress will be held 
in Amsterdam, commencing on September gth and 
ending on September 13th, 1957. . 

The sponsoring bodies are the Nederlands Instituut 
van Accountants (the Netherlands Institute of 
Accountants) and the Vereniging van Academisch 
Gevormde Accountants (the Association of University 
Trained Accountants), who have nominated the 
Congress Committee. 

The opening and closing dates of registration and 
further information will be published later. 


: Taxing Overseas Income 
Some of the less tractable problems which had to be 
dealt with by the Royal Commission on the Taxation 
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of Profits and Income were those connected with 
questions of residence and of foreign income. Its 
recommendations on these topics are the subject of 
a memorandum which the British National Com- 
mittee of the International Chamber of Commerce 
has submitted to the Chancellor of the Exchequer. 
‘The memorandum approves the conclusions of the 
‘Commission, with some reservations. ` 

. The committee endorses the recommendations on 
a new statutory definition of residence which cuts 
across the somewhat complicated case law on the 
subject. The committee also suggests that statutory 
recognition be given to the Inland Revenue practice 
of splitting the income tax year where residence com- 
mnences or ceases part-way through it. In connection 
‘with employments which have one or more foreign 
‘attributes, the committee is in agreement with the 


recommendation that the place where the duties are 


carried out should be the main governing ‘factor. 
However, it does not approve of the idea that where 
the duties are carried out partly in the United Kingdom 
and partly abroad, the principle of apportionment 
should be withheld from an employee who happens 
to be domiciled here. If, however, such a distinction 
is to be made, the committee thinks it should be 
‘based on ordinary residence rather than on domicile. 
As to overseas profits, the committee argues that the 
only fully effective remedy for inequity and hardship 
is for the United Kingdom to abandon its right to tax 
profits arising overseas. However, it welcomes the 
‘Commission’s idea of relief for ‘oversea trade cor- 
‘porations’ as a step in the right direction. 

On the topic of double tax relief, the committee 


endorses the Commission’s recommendations. How- - 


ever, it thinks that further efforts should be made to 
‘find a solution to the problem raised by oversea taxes 
‘which, while not — in form -taxes on income or profits, 
‘are in fact similar in their effect or in their computa- 
tion. It quotes as an example the Gold Coast Minerals 
«amity, which, although based on profits, is technically 
imposed on production. Even if the Commission’s 
recommendations were all adopted, this particular 
‘duty would still not qualify for double tax relief, 


although of course it would be allowed as an expense” 


in computing profit. 


Stamp Duty and Associated Companies 


‘Section 42 of the Finance Act, 1930, confers exemp- 
tion from ad valorem stamp duty on conveyances and 
‘transfers between associated companies in certain 
circumstances. It is necessary to satisfy the Inland 
Revenue, inter alia (Section 42 (2)): 

(a) that the effect of the instrument is to convey or 
transfer a beneficial interest in property from 
one company with limited liability to another 
such company; and 

(4) that either: 

(i) one of such companies is beneficial owner 


of not less than go per cent of the issuéd 
share capital of the other company; or 
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(ii) not less than go per cent of the issued share 
capital of each of the companies is in the 
beneficial ownership of a third company 
with limited liability. 

It is also necessary to obtain the ‘adjudication’ stamp 
in accordance with Section 12 of the Stamp Act, 1891. 

The above provisions of Section 42 were the subject 
of a judgment of Roxburgh, J., on March 23rd, 1956, 
in Leigh Spinners Ltd v. CIR In that case a newly- 


.formed company had issued 98 of its 100 shares to an 
‘existing company as part of a somewhat complicated 


scheme of reconstruction. Pursuant to the scheme the 
existing company then transferred the 98 shares. 
The Inland Revenue declined to grant exemption on 
such transfer on the grounds, enter alia, that they were 
not satisfied that the transferor was the beneficial 
owner of the shares at the time of transfer (Section 
42 (2) ) (i)). The taxpayer appealed. 

His lordship said it was not disputed that he had 
jurisdiction to try the stated case, notwithstanding 
the fact that the Inland Revenue had manifestly not 
been ‘satisfied’ within the meaning of Section 42 (2) 
of the 1930 Act. That being so, it remained for the 
appellant to satisfy him (his lordship) that the require- 
ments of Section 42 (2) (b) (i) had been complied 
with. The appellant had not done so. From the 
moment the shares were issued they were subject to 
equitable obligations in favour of persons other than 
the allottee. It was an integral part of the scheme that all 
the shares in the new company should be purchased by 
and remain in the hands of the original shareholders 
of the existing company. The appeal was dismissed. 


Builder: Cessation for Tax Purposes 


Where a builder builds houses in the ordinary course 
of his trade, retains them ag an investment for a time, 
and then. finally sells them, the question whether or 
not the realized surplus on sale is, or is not, a trading 
profit assessable to income tax, is often a very difficult 
one, particularly where the building business is more 
or less dormant. However, where the builder transfers 
his building business to a company formed for the 
purpose and does not thereafter carry on the trade of 
builder, or take active steps to dispose of the com- 


- pleted houses which have been excepted from the 


transfer, it seems that the subsequent disposals of the 
houses by him will not normally attract liability 
on v. Blunden, Roxburgh, J., March 22nd, 
1955). - 
Singapore Transport Report 

With commendable speed, the commission set up by 
the Singapore Government last autumn to advise on 
the development of the island’s transport system has 
just published its report) The commission’s chair- 
man was Mr L. C. Hawkins, F.s.a.a., a member of 
the Council of The Society of Incorporated Account- 
ants and a full-time member of the London Trans- 
port Executive. The report is a formidable document 
1 Report of the Commission of Inquiry into the Public Pas- 
senger Transport System of Singapore. (Government 


Publications Bureau, Singapore. $2.) 
# 
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of exactly 100 pages and was produced under most 


unusual circumstances. For virtually the whole of 


the period during which the evidence therefor was. 


being assembled and assessed, the transport system 
itself was at a stantistill with a succession of strikes 
and a lock-out and, in consequence, the members of 
the commission were unable to observe the services 
in action. | 

The report suggests that, to meet present and 
future needs, the various companies now operating 
should be combined in a single undertaking with 
common ownership and common management. The 
most suitable form, it considers, would be a specially 
constituted public authority or, as an alternative to 
complete nationalization, a statutory limited liability 
company financed partly by the Government and 
partly by private investors. The report- contains 
many other interesting recommendations regarding 
labour relations, scales of fares, the modernization of 
_vehicles and the reorganization and extension of the 
present routes. 


Fiscal Surplus for 1955-56 


Inability to estimate accurately the outcome of the 
fiscal year is becoming an occupational characteristic 
of post-war Chancellors of the Exchequer. This 
fact, however, is less a criticism of the ability of the 
Treasury and other Government departments to 
estimate accurately than an indication of the influence 
of inflation. 

Exchequer returns issued last week show that the 
ordinary a on revenue-expenditure account 
was £397 million compared with the revised estimates 
of £69 million, a difference of £328 million. The 


upward trend of imports and the high level of 
expenditure by the public, were particularly high. 
Inflationary pressure can be seen in the better 
performance by income tax and profits tax than had 
been expected. In contrast, expenditure was signific- 
antly lower than had been anticipated, especially 
from the supply services, and the inability of these 
` departments to spend their subventions produced a 
short-fall in expenditure which far exceeded the 
rising cost of the National Debt. On capital account, 
the overall deficit was only £141 million, compared 
with a revised estimate of a deficit of £515 million. 
Thus a combination of inflation and failure to 
spend on defence what was originally budgeted have 
combined to give on paper a highly satisfactory fiscal 


result. It is important to emphasize, however, that ` 


this substantial surplus on ordinary account is not an 
indication of health in the economy as a whole. It is, 
of course, an indication of national solvency if that is 
measured by the state of the national Exchequer. But 
if, as should be the case, economic health is measured 
by the balance of payments situation the position is 
quite the reverse. The persistent high level of 
imports without counter-balancing high exports, 
which has been a feature until recently of the external 
trade returns, has helped to keep revenue exceedingly 
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buoyant. For some time now, Chancellors of the 
Exchequer have been running large surpluses ‘each 
year, and this has, of coursé, helped to increase 
saving because it has withdrawn income from the 
general public. It is just possible that a new fiscal era 


may emerge with the incoming year. If the Govern- ` 


ment’s deflationary policy succeeds, profits and 
incomes maybe less buoyant than of late and the 
import bill should certainly be reduced. It could, 
therefore, be that the years of surpluses are coming 


‘to an end and from the point of view of economic 


stability this would be no bad thing. The Egyptians 
had seven fat years followed by seven lean ones; the 
same may conceivably occur for the British Exchequer 
but in this case the leanness would be no more than 
a sign of the absence of flatulence. 


Record Office Equipment Output 
The continuing record performance of the various 


- sections of the office equipment industry is a reminder 


of the high cost of clerical labour and the increasing 
use of statistical and accounting data in the formula- 
tion of business decisions. According to the Office 
Appliance & Business Equipment Trades’ Associa- 
tion, output of office machinery alone advanced by 
£3°9 million to £39 million last year. The delivery 
of typewriters went up by over 10 per cent to about 
£10-2 million and, perhaps most significant of all, 
the output of the accounting machinery industry went 
up £2 million to {19-6 million. All sections, in fact, 
reached record levels. 

It is possible that the credit squeeze will have some 
effect on the demand for certain types of office 


_ machinery but there is little sign of this happening so 
yields from Customs and Excise, following the " 


far. Certain of the larger companies are showing a 
tendency to make certain parts within their own 
organization which previously were sub-contracted, 
but there has been little loss of impetus in the output 
of end-products. This industry shows a unique 
combination of a high degree of prosperity ameng 
British companies of long standing together with 
outstanding success by American and Continental 
companies which have established large manufactur- 
ing units in this country in the last ten years. The 
industry benefits from the fact that, although trade 
and industry is hampered by the credit squeeze, it is 
even more hampered by the size of the clerical wages 
bill and the difficulty of getting good clerical staff. In 


‘the last few years, accounting machines and punched- 


card installations have invaded offices which, even 
five years ago, tended to look askance at typewriters 
and comptometers. The remarkable expansion of the 


office equipment industry in the last decade is - 


indeed the outward sign of a silent revolution in 
which all aspects of office administration are becoming 
involved. The accountant himself is deeply concerned 
in the trend towards greater mechanization. The 
accounting machine, the punched-card installation 
and the electronic computer are becoming increasingly 


his tools for collecting, analysing and presenting 


accounting data at high speed. 
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FINANCE AND COMMERCE > 


Through the usual flurry of economic White Papers, 
the stock-markets are approaching what the City 
expects to be a ‘holding’ Budget. The ‘above the 
line’ surplus has not given rise to any false hopes, 
and the persistent emphasis of the Government’s 
intention to introduce ‘further measures’, should past 
action prove inadequate, naturally keeps the stock- 
market on a tight rein. If there are any Budget hopes, 
they centre in the anticipation that the Chancellor 
will give some firm indication as to how far his 
restriction policy is to go. 


Trans-Canada Air Lines 


The point that caught our eye at the first random 
opening of the 1955 report and accounts of Trans- 
Canada Air Lines was: ‘Super Constellations fly a 
daily trans-continental express service in eight 
hours’. Air travel is now commonplace. In 1955, for 
the second consecutive year, more people flew across 
the Atlantic and Pétific oceans than traversed them 
by ship. Yet to span the vast area of Canada in a 
working day seemed to bring home the rapidity of 
modern air travel even more than the latest record 
of 1,132 miles an hour. Eight hours, however, will 
seem long when the 1960s put jet speeds into civil 
aviation. 

Having thus mused, we decided to print the 
accounts and some of the statistical matter that goes 
with them. T.C.A. is a Government-sponsored body, 
the common stock being held by the Government- 
owned Canadian National Railways, the source also 
of the loan capital which is the main finance. The 
report is presented to the Canadian Minister of, 
Trade and Commerce. Four of the nine directors 
are appointed by the Governor-in-Council and five 
elected by the shareholder. 

“For the fifth successive year, a financial surplus 
was recorded -a matter of some satisfaction — but, 
at the same time, the company was acutely aware of 
the narrow margin between revenue and expenses 
that continue to be a general problem at the present 
stage of development of air transportation. Market 


expansion and operating efficiency remained basic_ 


necessities. 
‘All-up’ Mail 

Among the great advantages which air transport has 

given to Canada is ‘one of the swiftest postal deliveries 

in the world’. The Canadian Post Office pioneered 

the ‘all-up’ carriage of mail in 1948 and the domestic 

mail pay per ton-mile, which in 1946 and 1947 was 

at the $3 mark, dropped to $2 in 1948, and in 1955 

was only op cents. In 1955, the company flew a total 

of 7,704,144 ton-miles of mail, an increase of 11 per. 
cent. The statement of income shows mail revenues 

down, and North Atlantic traffic, though 13 per cent, 


up, was 12 per cent down in revenue, owing to’. 


reduced rates. 


Passenger traffic was 17 per cant up at 1,682,195 
passengers. Fares have become increasingly competi- 
tive with surface transport, particularly since the 
introduction of tourist services, which accounted for 
32 per cent of all T.C.A. passenger traffic. | 

To run the organization, there was a staff of 8,503 
at the year-end. The pay-roll totalled $34,509,686, 
which represented 45 per cent of operating expenses. 

The company did not have a tax liability for 1955, 
which, it is explained, was due to the inclusion in 
income of items taxed in prior years. 


Asset Values 


There seems to be an idea in the boardroom of 
General Lighterage (Holdings) Ltd that shareholders 
ought not to know the current values of their com- 
pany’s fixed assets. The directors do not say so in so 
many words, but that seems to be the conclusion to 
be drawn from a circular dealing with a capitaliza- 
tion of reserves resulting from an assets write-up. 
Three shares are being distributed where four were 
previously held. _ 

The effect of the writing-up on the asset accounts 
is that freehold and leasehold properties will appear 
at December 31st, 1955, at £685,042 as against the 
balance at November 30th of £442,245, while barges 
and tugs will appear at {528,148 instead of £328,518, 
all figures being before 1955 depreciation. ` 

These new figures are the directors’ figures. For 
the purpose of their revaluation the board obtained 
from professional valuers during November 1955, 
up-to-date valuations of the properties, barges, tugs, 
motor vehicles, plant and machinery, cranes, furniture, 
fixtures and fittings. The professional valuation 
showed a ‘very substantial net increase on the corre- 
sponding book values’ and in the case of freeholds, 
leaseholds, barges and tugs, the professional figures 
were ‘considerably in excess of the revaluations made 
by the directors’. SS 

The directors may rightly feel that it is well to act 
conservatively in writing-up assets. The company’s 
money, however, has been used to obtain a profes- 
sional valuation, and it seems eminently sensible that 
shareholders should have the benefit of the expendi- 
ture. 


Money Market 


A reduction in the market’s bid by 4d to £98 14s 2d 
on March 29th resulted in a sharp rise in the Treasury 
bil rate. The average rate was {5 3s 366d per cent 
against the previous week’s £5 2s 2°16d per cent. 
Outside competition for bills was keen and applica- 
tions totalled {410,120,000 against £398,580,000 
previously. The market obtained 54 per cent of 
requirements compared with 68 per cent on March 
23rd. This week’s offer is £280 million. The reduced 
bid reflected the tightness of money conditions during 
the week. 
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TRANS-CANADA AIR LINES 





BALANCE SHEET AT DECEMBER Bist, 1955 


ASSETS 
CURRENT ASSETS j 
EES Kä 1,107,940 
Workin funds. . bond ee. Ce 2S Tet, vec eo Oe. e 46, 
Special deposits `... 24,013 
Accounts receivable : 
Government of Canada , « » §$ 1,541,171 
Traffic balances from other airlines... 1,495,616 
Air travel plan . . SC e e G 1,268,180 
Agent * e D D D a + D e D a 631 ,644- 
Other. e D a H D D D D D D D 299. 3234 
mn 6,225,945 
Materials and supplies. . o sos 05 6 ee JO, IER 
Other current assets . . 0. 6 ww ke ee ť 174,002 
$15,078,841 
INSURANCE FUND... a’ s © ey > a. 6000.000 
CAPITAL ASSETS 
Property and equipment. . . . . . + $68,220,975 
Less: Accrued depreciation . . . . . >. 31,513,964 
$36,707,011 
Progress payments on purchase of aircraft, . ~ 4,006,363 
40,713,374 
$61,792,215 





CERTIFI ec OF AUDITORS 


LIABILITIES 
CURRENT LIABILITIES 
Accounts payable e, $4,942,687 
Traffic balances yable to other alr lines yo ow ww we) 2,409,197 
Air travel plan deposits `, . . so... e > ge LE ECH 
Salaries and wages. , ee, 1,146,457 
Prepaid transportation . . . 1. . we we ee) 2176862 
Other current llabllitles . . 1. 1. 6 4 ee le ‘d 180,797 
$12,113,150 
LOANS AND DEBENTURE—Canadian Medora Rall 
Zem aer % maturing J lat, 1973 Lä 
ebentu maturing Janua st, n 000, 
Gate 5 S e 33,500,000 
RESERVES 
Insurance . 2... 6 , E 6,000,000 
Overhaul . a s ee le le 468,266 
6,468,266 


CAPITAL STOCK 
Common stock—authortred 250,000 shares, par value $100 





per share 
—Issued 50,000 shares, fully paid. . . . 5,000,000 
SURPLUS 
Surplus, January Ier, 1955. . 2. 2. ww $3,819,119 
Net Income, year 1955 S 190,095 
Refund on prior years’ Federal Income tax : 228,174 
ger Zeie of 19 E for Insurance 
Reserve . . E Ye. ae us 473,4! | 
Surplus, December 3łst, 1955 . 1 1 ee we eS 4,740,799 
á $61,792,215 
W. S. HARVEY 
Comptroller, 


We have examined the books and records of the Trans-Canada Air Lines for the year ended 31st December, 1955, and, In our 
opinion, proper books of account have been kept by the Air Lines. 
The above balance sheet and the relative statement of Income are prepared on a basis consistent with that of the preceding 
pan and wi In our opinion, properly drawn up so as to give a true and fair view of the state of the Air Lines’ affairs at 3[st 
ecember, 5, and of the Income and expense for the year according to the best of our information and the explanations 


given to us, heh as shown by the books of the Air Lines. 


The transactions of the Alr Lines that have come under our notice have, in our opinion, been within the powers of the 


Air Lines, We are reporting to Parliament In respect of our annual audit. 


Dated at Montreal, 
17th February, 1956. 


GEORGE A. TOUCHE & CO 
_ Chartered Accountants. 





TRANS-CANADA AIR LINES — STATEMENT OF INCOME ` 

















OPERATING REVENUES; 1955 1954 
Passenger... ww eee eC, $05,243 $53,123,868 
Mail . e E dr e “obs on 8,297,605 8,371,344 
Air Express ‘and Freight CS ow, eS 5,436,802 4,720,672 
Excess Baggage. 2. 2. 1 we elle 579,108 484,841 
Charter , a ae eer a 334,057 250,307 
Incidental Series Net... | , «  _ 1,675,439 2,313,220 

TOUR vg" pe > Be. Gee ee Se $77,428,254 $68,764,252 

OPERATING EXPENSES: 

Flight Operations. . . . « . » «© . $16,749,503 $14,614,919 
Ground Operations . . a s > a àe 12,807,609 11,008,253 
Maintenance , . 2. 2 we eel 21,656,662 19,346,433 
Deprecfation . a 2. 2 1 ee ee 4,308,467 3,883,838 
Passenger Service... ho ee 4,682,401 4,031,000 
Salas and Reservation Service 6 o i eni 10,191,730 8,975,232 
Advertising and Publicity. . . . . . 2,186,660 1,830,414 
General and Administratve . . . . à. 4,187,890 4,041,423 

Total 2. 2. 4 ee ew ee ee) $76,770,922 $67,731,512 

OPERATING INCOME. . . . a . $ 657,332 $ 1,032,740 

Non-Operating Income Met . . ; 528,366 257,242 
l i $ 1,185,698 $ 1,289,982 
Interest Expense . . s.o aso e s e‘ 995,603 793,836 
NET INCOME. ..... . «+s » § [i9005 $ 496,146 
THE YEAR IN BRIEF 1955 1954 
Nat Income $190,095 $496,146 
Passen Carried 1,682,195 1,438,349 
Passanger Miles Flown 969,392,395 . 852,475,532 
Commodity Ton Miles 12,175,433 10,192,765 
Mail Ton Miles - 7,704,144 6,942,299 
Revenue Ton Miles 116,706,465 102,305,202 
Available Ton Milas 202,176,930 158,903,399 
Route Mileage 23,714 24,016 


Aircrafe Miles Flown 346,246 607 32,327,405 
} R è 


FINANCIAL REVIEW 


There follows a tabulation of the 1955 operating results compared with 
those of 1954: 


Increase or 
1955 1954 (decrease) 
Operating Revenues . . $77,428,254 $68,764,252 $8,664,002 . 
F 
Operating Expenses . . 76,770,922 67,731,512 9, 9,039,410 410 
Operating Income. . . $ 657,332 $ 1,032,740 $ $ (375,408 408) 
Norered ne Incom e-~ , 
Net... de" 528,366 _ 257,242 271,124 
$ 1,185,698 $ 1,289,982 $ (104,284) 
Intereat Expense . . 995,603 793,836 201,767 
Net income. . . . . § 1909095 $ 496,146 $ 06,051) 














OPERATIONS AND TRAPFIC REVIEW 


In almost every phase of Its activities the Company showed steady growth 
as Indicated In the following EE compartsons: 


1954 per cent 

increase 
Total Aircraft Miles Flown 36,246,607 32,327,405 12 
Passengers Carrled . - 1 682,19 95 1,438,349 17 
Passenger Miles Flown . 969,392,395 852,475,532 14 
Avallable Seat Miles . . = 1,380,919,409 1,179,624,399 17 
Mall Ton Miles. . . . 7,704,144 6,942,299 ił 
Air Freight Ton Miles. . 9,951,059 8,345,258 19 
` Alr Express Ton Miles . 2,167,137 _ _ 1,787,000 d 
Revenue Ton Miles Flown 116,706,465 102,305,202 14 
Ton Miles Available . . 202,176,930 158,093,399 28 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not E publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Purchase Ledgers 


Sir, — I was interested to read in Mr F. Clive de 
. Paula’s article on electronic devices (March 24th 
issue) the sentence: 


‘Many people kept purchase ledgers — some still 
do — until changes of procedure showed us that it 
wan unnecessary.’ 

I would be very much obliged if I could hear from 
any of your readers who have adopted any method 
to eliminate the keeping of a purchase ledger. 


_ Yours faithfully, 
"Et MORGAN, 
Dtotsional Accountant, 


Birmingham. BRITISH ROAD SERVICES, 


Professional Welfare 


Dm, — It would be interesting to know from Mr 
McCombie (March 31st issue) (a) what ‘immediate 
and vigorous action’ he suggests the Institute should 
take in regard to the ‘professional welfare’ of its 
members and (b) what he means by ‘professional 
welfare’ in this coùnection: it appears to exclude the 
upholding of standards of ethics and proficiency and 
guidance upon problems arising in practice. 


Yours faithfully, 
Woking, Surrey. R. KETTLE. 


Employment of the More Mature 


Sm, — I thought that with the continually rising 
pce age in England, less importance would 
be given to age limits when important positions are 
advertised, but judging by your advertisement 
columns, employers appear to prefer the more 
immature. 

I look around me and find rulers, prime ministers, 
ministers, judges, and directors of important com- 
panies and organizations practically all over 50 and 
perhaps most over 60. I find Eden 62, Adenauer 776, 
Eisenhower 67. I find that attention was specifically 
drawn to the fact that the new President of the Insti- 
tute was only 51, the youngest ever known,.and that 
the new. head of the Inland Revenue is well over 
60. Yet I find that 50 upwards is too old for important 
positions in commerce. There are a large number of 
chief accountants (financial and cost), holding import- 
ant positions, who are over 50 and no one suggests 
they are too old, but the moment they have to be 
replaced for any reason, anybody over 35 is out oi 
the running. 

A man’s physical powers generally decide some: 
what after 50 but not his intellectual. powers. The 


. Older man conserves energy for more important 


matters and wastes less, and violent physical energy 
is no part of his job. In these days of fast-moving - 
events when previous practice becomes obsolescent 
in a short time, there is no real advantage in choosing ` 
a man with the idea that his services will be required 
for the next thirty years. An older man will be as 
decisive a8.a younger man — it is entirely a question 
of character — but with his maturer experience will . 
consider every aspect first. 

Some firms prefer to justify their age limits with 
the plea that they do not like to inform a man he 
should now retire but this, considered analytically, 
is often hypocrisy — though possibly’ unrealized — 
as they have no objection to refusing the older man 
a chance to work. An older man who accepts an 
important position does not expect to go on any 
longer than anybody else or to be pensioned off 
after short service. I am not suggesting a candidate 


be given preference because he is older, any more 


than he be given preference because he is younger. 
The candidates should be judged entirely on qualifi- 
cations and experience, provided reasonable “health 
standards are met, and the younger man is not 
necessarily in better health. 

Last Labour. Day in the United States, President, 
Eisenhower spoke directly to employers asking for 
the elimination of the discrimination being shown 
by many against men oer A, , 


" Yours faithfully, ` ` 
Wm. FRITH PALMER, 
A.A.C.C.A., F.C.W.A. 
Buenos Aires, 
Argentine Republic. 


Tax on Dividends 


Sir,~A private limited company with a, credit 
balance on its profit and loss account has no income 
tax liability by reason of large capital allowances, but 
a dividend on the ordinary shares is paid from which 
tax at the standard rate is deducted. 

Several of the shareholders are entitled to repay- 
ments of tax because they have either no income tax 
liability or are only liable at a reduced rate. 

I cannot see what machinery there is in the income 
tax. Acts to recover from the company the tax 
deducted from the dividend, although individual 
shareholders will receive repayments of tax which 
has not, and apparently never will reach the Inland 
Revenue. 

I should be sts Si if any of your readers would 
explain this anomaly to me. 


| Yours faithfully, | 
: STUDENT. 


April 7th, 1956 
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THE ASSOCIATION OF | 
CERTIFIED AND CORPORATE ACCOUNT ANTS 


Extracts from the Report of the Council for 1955 


‘The fifty-first annual Sech meeting of The Association of 
Certified and Corporate Accountants will be held in the 
Queen Mary Hall, Y.W.C.A. Building, Great Russell 
Street, London, WC, on Tuesday, April 24th, at 12 noon. 

We give below extracts from the report of the Council for 
the year 1955. 


EXTRACTS FROM THE REPORT 


President and Vice-President 


Ata meeting of the Council on April 26th, 1955, Mr William 
Macfarlane Gray, Stirling, and Mr Alan Charles Shipley 
Meynell, London, were elected President and Vice-President 
respectively. 


Council and Committee Meetings 


During the year ro Council meetings and 145 committee 
meetings were held. There were also 48 meetings of joint 
committees, delegations, etc. 


Membership 


During the year 449 new members were admitted to 
membership; 4 were readmitted; and 64 associates were 
advanced to fellowship. The membership of the Association 
at the end of the year was 9,564, consisting of 2,339 fellows 
and 7,225 associates. 


Students and Graduates 


The riumber of students and graduates (including articled 
clerks) on the register at December 31st, 1955, was 7,883. 
During 1955 there were 1,195 new registrations and 6,625 
renewals; 63 students were retained on the register while 
undergoing National Service. 


Examinations 


The number of new applications to sit the Association’s 
examinations received during the year was 1,921 a8 com- 
pared with 1,966 in 1954. The number of candidates sitting 
for the June and December 1955 examinations totalled 
3,698, of whom 1,369 (37 per cent) passed. ‘The correspond- 
ing figures for 1954 were 3, 989 and 1,597 (40 per cent). 


Certified Accountants’ Jubilee Scholarship 


The Council is prepared to consider the award of another 
jubilee scholarship for 1956 [tenable at the London School 
of Economics] and applications are invited from members 
and students of the Association. 


The John C. Latham Prize 


Reference was made in the Report of the SCH for 1954 
paragraph 14) to the generous action of MrJ.C. Latham, 
irector of the Association, in endowing a fund for the 
puree of providing an annual prize of ten guineas for the 
est candidate in Section II of the Final examination each 
year. The present trustees of the fund are the President, 
the Vice-President and the Director, and the first award 
was made in October 1955 to Herbert William James 
, an assistant examiner in the Companies 
(Winding-up) Department of the Board of Trade. 


Charles Carpenter Memorial Fund 


At the request of the South Wales and Monmouthshire 
District Society, the Council has undertaken to administer 
a fund raised by local subscription to perpetuate the memory 


of the late Charles Carpenter, a former member of Council, 
and for many years honorary secretary of the district 
society. The object of the fund is to provide a prize each 
year for the best candidate at the Intermediate examination 
sitting at the South Wales centre. The first award will be 
made in respect of the year ending June 30th, 1956. 


Branches and District Societies 


The Council once again expresses its appreciation to all 
those members who in any way have given of their time and 
services to promote the activities of the local societies or 
otherwise for the benefit of their fellow members. It is satis- 
factory to note the growing interest among members ~ and 
in particular among new members — in the activities of their 
local societies, but these are still not receiving the support 
they deserve. 

uring the year.the Council authorized the formation of 
a centre at Limerick and the status of district societies has 
been granted to the Ipswich, Exeter, Blymouth and Truro 
centres. 

Appointments Register 


Although rather fewer members and students made use of 
the Appointments Register than in the previous year, a 
satisfactory number of introductions was effected, and it is 
clear that the register performs a useful function. 


Annual Conference, 1955 


The annual conference was held in Edinburgh from Sep- 
tember 30th to October 4th. Papers were read by Mr 
Harold Wincott, Editor of The Investors Chronicle, on 
“The place of the accountant in modern society’; Mr Ronald 
Staples, Editor of Taxation, on ‘Modern back duty practice’, 
and Mr F. A. Callaby, member of Council, on ‘Accounting 
for human nature: management accounting in action’. A 
number of social functions also took place. 

Pa Council has decided not to hold a conference during 
195 

Annual Dinner and Dance, 1955 


The annual dinner and dance eng held in the Great Roe 
Grosvenor House, Park Lane, Wr, on Monday, De-: 
sth, when over 500 members and their guests ta, 
The President, Mr W. Macfarlane Gray, presid 
proposed the toast of the guests; the ie cea 
Sir Reginald Manningham Buller, Q.C., M.P., and Sir James 
Millard Tucker, Q.C., responded. 

The annual dinner and dance for 1956 will be held in the 
Great Room, Grosvenor House, Park Lane, W1, on Monday, 
December 3rd. ! 


New Series of Luncheon Meetings 


During 1955 the Association arranged a new series of 
winter luncheon meetings at the Connaught Rooms, 
Great Queen Street, WCz2, which have. proved most 
successful. The first was held on Monday, October 31st, 
1955, when the guest speaker, Air Vice-Marshal D. C. T. 
Bennett, C.B., C.B.E., D.8.0., of wartime Pathfinder fame, 
spoke about aviation. At the second meeting on January 
23rd, 1956, 182 persons attended to hear Sir Hughe 
Montgomery Knatchbull-Hugessen, K.C.M.G., recount 
some of his less serious diplomatic experiences. "The third 
meeting has been arranged for April oth, 1956, when the 
gufest apeaker will be Mr Frederick Allen, late of the B.B.C. 
‘These luncheons are open to all members and students of 
the Association and their guests. 
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Research 


The Technical Research Committee and its sub-committees 
held thirty meetings during the year. ‘The committee has 
also assisted several ad hoc cornmittees, such as those formed 
for the purpose of preparing evidence for submission to the 
committees on bankruptcy, law amendment and cheque 
endorsement. 

The Taxation Sub-Committee produced its third 
practice handbook entitled Income from Abroad: the Assess- 
ment of ‘Remuneration and Similar Earnings to United 
Kingdom Income Tax. As indicated in the last report, its 
second work entitled Estate Duty on Business Assets — the 
Effect of the Finance Act, 19 54, was published in February 
are The sub-committee is now working on a fourth 


The Management Accounting Sub-Committee com- 
pleted its second research project and its conclusions have 
been published under the title The Modern Approach to 
Internal Auditing. The sub-committee is now engaged on a 
further project. 

The General Accountancy ‘Sub-Committee is still 
engaged on investigations in connection with the operation 
of the Companies Act, 1948. 

The Council has now decided that it would be undesirable 
to proceed with its plans for the publication of a second 
impression of Accounting for Inflation, first published in 
1952. The outlay would be not inconsiderable and there is 
the likelihood that much of the original material would be 
out of date before Stocks of the second impression were 
exhausted. 

Joint Research Projects 


As indicated in the Report of the Council for 1954 (at 
paragraph 58), the Association is co-operating with the 
British Institute of Management and representatives of the 
other accountancy bodies in two joint research projects 
dealing with (a) management accounting and conservation 
of cash resources in businesses and (6) the disclosure of 
financial information to employees. The work on both 
- projects has now reached an advanced stage and it is 
understood that the findings of the two steering committees 
will be published during 1956. 


Taxation Treatment of Provisions for Retirement 


As stated in the Report of the Council for 1954 (at paragraph 
85), the Chancellor of the Exchequer received a deputation 
representing the professions generally on March and, 1955, 
and was urged by the deputation to take early steps to 
implement the Millard Tucker recommendations relating 
“-.retirement benefits for self-employed persons. At that 
ve the Chancellor undertook to consider the representa- 
made but in the absence of any official statement on 

‘yt a further deputation waited upon the Financial 


E the Treasury on February 13th, 1956. The ` 
wv kt Q 


ne of great and growing concern to all professional 
IR S 5 is hoped that a decision will not be long deferred. 
+ 


i Constitution of Council 


. will recall that during the course of his presidential 
SC s at the annual general meeting-last year, the President 
im.. ated that the Council of the ciation proposed to 

consider the question of its own constitution with the object 
of submitting recommendations thereon to the next annual 
general meeting 

This has now been done. The proposals have two objects; 
the first to render associates, as well as fellows, eligible for 
election to Council and the second to vary the prescribed 
rules as to the number of practising and non-practising 
members who may sit on the Council in such a way as to 
reflect more adequately the present pattern of the Associa- 
tion’s membership. 


Membership Subscriptions 


During the course of his presidential address at the anntal 
general meeting last year, the President referred to’ the 
Association’s finances and to the growing indications of a 
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deficit on income and expenditure account in the fairly 
near future. ‘The accuracy of the President’s observations 
in this connection is amply confirmed by the accounts for 
1955, which show a deficiency of some £5,946. The 
principal iterns of increased expenditure contributing to 
this deficit are ts to brenchesf and district societies, 
production of The Accountants Fournal, staff salaries and 
wages and supplementary assistance, and, as an item addi- 
tional to 1954, the cost of the. annual conference in 
Edinburgh. The overall increase in general establishment 
and administration expenses as a whole amounts to approxi-, 
mately 9¢ per cent. 

Having regard to the known general rise in the cost of 
running an organization of any kind, none of these increases 
can be regarded as exceptional. But they give ground for 
serious anxiety when related to the Association’s current 
income level. The Council has carried out a careful 
scrutiny of the Association’s estimated expenditure over 
the next few years to ensure that the cost of the Association’s 
activities in all departments is reasonably justified by 
reference to the benefits secured and the objects to be 
achieved. This scrutiny has shown that no significant 
reduction is possible except by severe curtailment of many 
of those activities by which the Association 1s able to 
maintain its proper place in the profession, and the Council 
is confident that all members would regard such a step as 
retrograde. 

The Council will continue to keep a close check on ex- 
penditure of all kinds but in the meantime it is reluctantly 
forced to the conclusion — like other profeasional bodies ~ 
that an increase in membership subscriptions is essential if 
the Association is to maintain its position in the ee 
and to discharge those activities which are now regarded 
as proper and necessary in a professional organization. It is 
some six years since the members last approved an increase, 
but prior to that there had been no alteration for more than 
twenty-four years. The increases in the subscriptions for 
Fellows and Associates which the Council regards as the 
minimum necessary to maintain the activities of the 
Association at an adequate level are set forth in the notice 
conv: the annual general meeting under item 3. 
(See table below. ~ Ed.) 


RESOLUTION 
That the annual subscriptions payable by members of the 
Association under the terms of Article 23 of the Articles of 
Association be and are hereby increased as follows with 
effect from January ist, 1957: 


Members in practice l 
Fellows p HÄ guineas 
Associates .. 64 guineas 
Members not in practice i 
Fellows 64 guineas 
Associates .. 4% guineas 
Members overseas 
Fellows 3 guineas 
Associates 2 guineas 


Membership of Council 


The following members of Council retire in accordance. 
with the provisions of Article 56 of the Articles of Associa- 
tion and, being eligible, offer themselves for re-election: 
Members in public practice: Mr George Leaning 
Barker, Leeds; Mr Vivian Ralph Chennell, Brighton; 
Mr William J ackson, Glasgow; The Lord Latham, London; 
Mr Alan Charles Shipley Meynell, London; Mr John 
E Norman, London; Mr Frederick Wilson, Sunder- 


Member not tn public practice: Mr Bertram Eric Storry 
Rodgers, London. 

The following member of Council, co-opted under the 
provisions of race 61 of the Articles of Association, 
offers himself for re-election: 

Member in public practice: 
Liverpool. 


Mr Frederick Bidston, 


April 7th, 1956 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 
We regret that the name of Mr Jan Howard Ford, 
of 16 Arundel Road, Eastbourne, Sussex, was 
inadvertently omitted from the list, published in our 
issue of March 24th, 1956, of applicants admitted 
to membership of the Institute as associates not in 


practice. 
Personal 

Messrs Prick WATERHOUSE, Peat & Co announce 
the admission of Mr ALEXANDER PINKERTON MURRAY, 
C.A., to partnership in their general South American 
firm and in their Brazilian firm; also the admission 
to partnership in their Brazilian firm of Mr WILLIAM 
CLARK Gay, C.P.A. Mr Murray, who was previously 
a partner in the Chilean firm of Prick WATERHOUSE, 
- Peat & Co, will reside in São Paulo and Mr Gay in 
Rio de Janeiro. Both have been associated for many 
years with the firm’s organization in South America 
and elsewhere. 

Messrs Cooper BROTHERS & Co announce that 
they have taken into partnership Mr GREvILLE C. B. 
GIDLEY-KITCHIN, A.C.A. They also announce that 
the office of their branch in Liverpool has been moved 
to 10 James Street, Liverpool, 2. 

Cooper BROTHERS & Co, of New York, 
U.S.A., announce that they have taken into partner- 
ship Mr RoBrRT C. S. WOOTTON, A.C.A. 

Messrs RUSSELL & BISHOP, Chartered Accountants, 
of 8 New Street, Leicester, announce that their senior 
_ partner, Mr Percy RUSSELL, F.C.A., who founded the 
practice in Ig1g, retired from the partnership on 
March 31st, 1956, and that they have entered into a 
working arrangement with Messrs R. R. PRESTON & 
Son, Chartered Accountants, o New Street, Leicester, 
under which Messrs W. H. Worta, F.c.a., E. H. 
GRANT, F.C.A.. and K. E. HUTCHINSON, A.C.A., 
partners in that practice, become partners in their 
firm, while Messrs C. S. BISHOP, F.C.A., and J. A. 
BUTTERFIELD, A.C.A., similarly become partners in 
Messrs R. R. PRESTON & Son. In every other respect 
the firm will continue as before and there will be no 
alteration in the name of the practice. 

Messrs Cayzer & Co, Chartered Accountants, of 
27 John Adam Street, Adelphi, London, WCa2, 
and High Wycombe, Bucks, announce that the 
partnership subsisting between S. A. CAYZER, F.C.A., 
and G. WATTS, F.C.A., was dissolved by mutual consent 
at March 31st, 1956, when Mr Warts retired from 
the practice. Mr Cayzer will continue to practice 
from the above addresses and the name of the firm 
will remain unchanged. 

Messrs James MrEston & Co, Chartered Account- 
ants, of 1 Leadenhall Street, London, EC3, announce 
that Mr Ernest CHARLES LOVEGROVE, B.COM., C.A., 
has been appointed a partner with effect from April 
Ist, 1956. 


MESSRS NICHOLSON, Brecrorr & Co, Chartered 


Accountants, of 5 Cheapside, London, EC2, announce 
that Mr PHILIP LESLIE OLIVER, F.c.A., retired from 
the partnership on March 31st, 1956. They also 
announce that Mr KENNER STANLEY BEECROFT, A.C.A., 
who has been with the firm for some years, has been 
admitted to partnership as from the same date. 

Messrs CAssLeTON ELLIOTT & Co, of 4 & 6 
Throgmorton Avenue, London, EC2, announce that 
they have admitted Mr N. B. DANBURY, M.A., A.C.A., 
and Mr KENNETH WILSON, M.A., A.C.A., into partner- 
ship as from April rst, 1956. 

Messrs R. L. TAYLER, Housen & Co, of 
Coventry House, South Place, Moorgate, London, 
EC2, announce that Mr JOHN A. OLIVER, A.C.A., who 
has been associated with the firm for a number of years, | 
has been admitted to partnership from April rat, 1956. 
- Messrs GRAHAM, Proom & Smary, Chartered 
Accountants, of 2 Saville Place, Newcastle upon 
Tyne, 1, announce that, as from April rst, 1956, 

r KENNETH R. SMITH, A.C.A., and Mr Jomn S.: 
Dane, A.C.A., have been admitted into partner- 
ship. Mr SMITH is the son of one of their late partners, 
Mr R. ELLIOTT SMITH. 

Messrs WATLING & PARTNERS, Chartered Account- 
ants, of 40 Broad Street, Bristol, 1, announce that 
Mr J. M. D WATLING, B.A., A.C.A., the son of their 
senior partner, has- been admitted into partnership 
as from March rgth, 1956. 

Messrs MONAHAN & Co, of 34 Regent Circus, 
Swindon, Wilts, announce that Mr J. O. FAULKNER, 
A.c.A., has been admitted into partnership as from 
March 1st, 1956. The style of the firm remains 
unchanged. 

Messrs W. E. & H. R. Stacey, Chartered Account- 
ants, announce that, as from March 27th, the address 
of . their Liverpool office has been changed from 


30 Exchange Street East, Liverpool, 2, to IO-ldmmmm=mm. 


James Street, Liverpool, 2 

“Messrs GRAHAM, SMART & ANNAN, Chartered 
Accountants, of Salisbury House, Finsbury Circus, 
London, EC2, announce that Mr Ire A. PEARL, 
A:C.A., will retire from the firm on April 3oth, having 
taken up a commercial appointment. The remaining 
partners will carry on the practice, the name of 
which remains unchanged. 

Messrs WILKINSON, CHaTER & Co, -Chartered 
Accountants, of 28 Queen Street, London, EC4, and 
Messrs WILKINSON, CHATER, Kinney & Co, Char- 
tered Accountants, of 17 Ship Street, Brighton, 1, 
announce that, as from April rst, they have admitted 
into partnership Mr M. A. P. Gay, A.C.A., wha was 
articled with them and was afterwards a member of 
their staff. 

Messrs W. NICKLIN & Co, Incorporated Account- 
ants, announce that as from March 26th their 
address has been changed from. go Deansgate, 
Manchester, 3, to Milne Buildings, 66 Mosley 
Street, Manchester, 2. Telephone: Central 3054. 
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Professional Notes 


Messrs R. B. Wickenden, F.c.a., G. Heynes, C.A., 
and P. Edge-Partington, F.C.A., have been!appointed 
to the board of the EES Mining & Finance 
Co Ltd. 

: Mr G. A. Green, A.C.A., secretary of Allied Paints 
and Chemicals Ltd, has been appointed to the board 
of the company with effect from March 17th, 1956. 


Appointment of Assistant Official Receiver 


The Board of Trade announce that, as from April 3rd, 

Mr J. Smith has been appointed an Assistant Official 

Receiver for the Bankruptcy District of the County 

Courts of Stockton-on-Tees, Darlington and Middles- 

brough, and also for the Bankruptcy District of the 

_ County Courts of Newcastle upon Tyne, Durham 
and Sunderland. 


In Parlament 
INCOME Tax AND Profits Tax: BUSINESS EXPENSES 


Mr H Witson asked the Chancellor of the Exchequer 
whether he will give an undertaking that contribu- 
tions by business firms to the new campaign for a 
reduction in Government expenditure will not be 
accepted by the Board of Inland Revenue as admis- 
sible business expenses in the assessment of income 
tax and profits tax: 

Mr H MACMILLAN: Contributions by a business 
firm to such a campaign would not be regarded by 
the Board of Inland Revenue as an admissible 
deduction in computing trading profits for taxation 
purposes. 

Hansard, March 27th, 1956, Oral Answers. Col. 1966. 


INCOME TAx: SELF-EMPLOYED PERSONS 


Lieut.-Col. BRoMLEY-DAVENPORT asked the Chancel- 
lor of the Exchequer whether he has now had an 


ap Por tunity of considering representations made to 


1 as to the desirability of extending income tax 
concession to self-employed persons who wish to 
make adequate provision for their retirement; and 
whether he will take action with regard to this 
matter in the next Finance Bill. 

Mr H. Macmiiian: I must ask my hon. and gallant 
friend to await my Budget statement. 


Hansard, March 27th, 1956. Oral Answers. Col. 1966. 


_ Marriep WOMEN: EARNED INCOME RELIEF 
Dame IRENE Warp asked the Chancellor of the 
Exchequer to give an estimate of the effect on the 
Revenue if the earned income of husbands and wives 
were taxed separately, but retaining the husband’s 
allowance in respect of the wife; and if he will show 

as a separate calculation the total cost to the Revenue 
-~ of the present system of allowances which include a 
special personal allowance to the wife, the benefit of 
the graded relief, the husband’s allowance in respect 
of his wife, and thereafter a tax ‘payment on- the 
basis of a joint assessment. 
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Mr H Macmiiuan: If the earned income of a 
married woman were taxed as if it were, in all respects, 
the income of a single person, and the income of the 
husband were taxed as at present, the loss to the 
revenue would be about £6 mallion: The estimated 
cost in 1955-56 of the wife’s earned income relief 
including the cost of the additional reduced rate 
relief, is about {115 million. It does not follow, 
however, that if these reliefs were withdrawn there 
would be an increase of this amount in the total yield 
of tax, as many married. women might give up 
employment. 


Hansard, March 29th, rsk. Written Ans. Col. 222. - 


Income Tax RELIEFS: Cost 


Mr H. Witson asked the Chancellor of the Exchequer 
the estimated cost to the Revenue in 1955—56 or in the 
most recent convenient gear of income tax child 
allowances, of occupational pension schemes, and of 
life assurance relief, respectively. 
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Mr H. MACMILLAN: The estimated cost of ihe F 


child allowance for income tax in 1955—56 is £200 
million. Statistics of occupational pension schemes 
are incomplete but, on the basis of such information 
as is available, the cost of the relief given in 1955-56 
is estimated to be of the order of {100 million; this 
figure includes the relief on both employers’ and 


employees’ contributions and on the interest income _ 


of the funds, less the tax charged on pensions paid. 
Life assurance relief is estimated-to cost £35 million, 
of which about £5 million represents relief given in 
this form for employees’ contributions to pension 
schemes and is therefore already covered by the 
estimate under that heading. 

Hansard, March 29th, 1956. Written es Col. 223. 


Siig INVESTMENT ALLOWANCE 


Sir A. Bossom asked the Chancellor of the Exchequer 
if he will give consideration to allowing shipping 
companies relief from some taxation, to ensure that, 
after having run their ships the normal length of life, 
they have enough money with which to replace them. 

Mr H. Macmitian: I hope that my proposal to 
continue the investment allowance for ships will be 
of material help. 


Hansard, March 26th, 1956. Written Ans. Col. 170. 


The Chartered Accountant 
Students’ Society of London 
The following meetings of the London Students’ 
Society will be held during next week: 
Wednesday, 6 p.m. (limited party): Lecture. and 
demonstration of National Accounting Machines. 


Thursday, 6.30 p.m. at Guildford: Lecture on ‘Consoli- 
dated accounts’, by Mr R. S. Waldron, A CA. 


The Accountants’ Christian Fellowship 


A meeting for Bible reading and prayer will be held 
at 6 p.m. on Monday next, April gth, at St Mary 


~ Woolnoth Church, -Lombard Street, EC3. 
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City of London Re-planning Scheme 


Alderman Sir Harold Gillett, M.C., F.c.a., and 
Mr Leslie B. Prince, M.A., F.C.A., are two of the 
members of the Improvements and Town Planning 
Committee of the Court of Common Council of the 
City of London which is considering Sir William 
Holford’s re-planning scheme for the precinct of 
St Paul’s Cathedral. 


Manchester Society of Chartered Accountants 
NORTH LANCASHIRE BRANCH 


The eighth annual meeting of the North Lancashire 
Branch. of the Manchester Society of Chartered 
Accountants was held at The Bull and Royal Hotel, 
Preston, on March 26th, with Mr F. H. Walsh, 
F.C.A., in the chair. 

Messrs T. Campsie, A.C.A., and J. S. Walker, 
- A.C.A., were elected to the committee. 

The following retiring members (representatives 
of town branches) were re-elected: 

Messrs A. Bleazard, F.c.a. (Blackpool and Fylde); 

E, eeh A.C.A, (Burn! ey); A. E. Willmoth, F.C.A. 

Saas . C. Norris, B.SC., A.C.A. (Blackburn); and 

H. Preston, A.C.A. (Fleetword). Other members of 

oA committee retiring by rotation were Messrs J. D. 

Eckersley, a.c.a., M. S. Owen, F.c.a., F. H. WEEN F.C.A., 

and E. W. Wells. F.c.A. The hon. auditor, Mr J. Hackin 8» 

F.C.A., Was reappointed. 

At a meeting of the committee that followed, 
Mr D. G. Bee, F.c.a., was appointed Vice-Chairman 
and Mr W. R. S. Huyton, A.C.A., was co-opted to the 
committee. 

After these meetings, there was an informal 
` dinner at the conclusion of which Mr F. H Clarke, 
Valuation Officer, Preston, gave an informative talk 
on ‘Rating and the new valuation list’. 


The Annual Report 


The importance of the appearance of a company’s 
annual report and accounts has been stressed con- 
tinuously in our columns and we welcome any 
publication that is likely to assist in a clearer under- 
standing of a company’s affairs. We have received a 
copy of a little booklet, entitled The Annual Report, 
which chairmen, directors and accountants will 
undoubtedly find not only of interest but of value. 
With a foreword by the Rt. Hon. Viscount Chandos, 
D.8.0., M.C., the book consists of 48 well-illustrated 
pag ages and is published by Daniel Greenaway & Sons 
td, 69 Old Broad Street, ECz, who, we understand, 
are distributing copies free among business houses. 
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Taxes on Television in U.S.A. 


The following is reproduced from the March issue 
of The C:P.A. (New York): 

A series of 5 5-minute telethons on tax problems has 
been introduced in Augusta, Ga., by the Georgia 
Society of C. PAs and the local office of Internal 
Revenue. 

` The first program, in January, was presented on 
both channels at 11.05 p.m. A panel of two C.P.A.s 
and two revenue agents, moderated by William J. 
Bookholt, assistant district director of the I.R.S., 
was available to answer tax questions phoned in 
during the show. 

Press coverage called the series “a phase of a nation- 
wide co-operative effort by Internal Revenue authori- 
ties and the American Institute of Accountants to 
assist the taxpayer in SE his return accurately 
and promptly’. 


Presentation to Accountant . 


MreA. E. Hall, F.a.c.c.a., principal in the firm of 
Hall & Co, of London, was admitted as an ‘honor- 
ary member of the Platiznum Pen company’s ‘25’ 
Club at a recent dinner at The Savoy Hotel, and 
presented with an inscribed silver cigarette case to 
mark his thirty-seven years’ association with the 
company as its accountant. 


Automation in Canadian Railways’ Accounting 


Canadian National Railways are shortly to introduce 
advanced electronic equipment at their Toronto 
offices for preparing the 55,000 pay cheques of the 
Railway’s Central Region. Later this year electronic 
equipment will also be installed at Winnipeg and 
Moncton. 


Crossword for Accountants: Solution 


The solution to the crossword problem published — 


last week’s issue, is as follows: 
AMBER -1a P 
else alo] ke 


HAGE agna . A D 
Sp wan ego 
lee ls Tele [mio bi 
aon. ~ E 
ARAARA, po D. B 
po, ADADA 

Gë aia 0 D 
IKascbe o) 
NONGA ` , 
RTE erte 





JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SW! 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND “ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. . 
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Practical Taxation Problem: Answer 


Answer to the Practical Taxation Problem which 
appeared in ‘For Students’ in last week’s issue: 




















£ 
Salary Gs 2,500 
Bonus e ap 250 
Benefits in kind Pe 150 
Wite’s profits a n .. £440 
Less capital allowances .. fri e? I0 
430 
Net annual value of house ge Se 64 
Less maintenance claim ae A 64 
3,330 
Less: , x 
Earned income relief (max. ) .. 450 
Personal allowance we 240 
Additional personal allowance Si 140 
Child allowance .. i = .. 100 
Life assurance relief .. D e 42 
—- 974 
£2,358 
£ £ sda 
£60+ 6o%120 at 28 3d 13, 10 o 
£150+150—300 at Ar od oi 5 o 
£150+ 80=230 at 6s od oo 1a D 
1,708 at 8s 6d 725 18 o 
£2,358 Tax payable £888 5 6 
Explanatory notes 
Capital allowances on wife's business. 
Written down value brought forward .. a 160 
1955-56 annual allowance 5 per cent X5/4 .. 10 
Written down value carried forward .. £150 


Maintenance claim. Mr Blank’s house does not apparently 
rank as agricultural property, and the maintenance relief 
WE therefore be limited to the amount of the net annual 
value. 


Child allowance. Although articles of clerkship are 


E O nized, as constituting a course of training, the fact 
T 


ae s income exceeded £85 in 1955—56 will prevent 
Blank from claiming a second child allowance for that 


yen 

Life assurance relief. The premium paid by Mr Blank 
on Roger’s policy does not qualify for relief. The relief 
is therefore on two-fifths of £85-+ £20, or £42. 

Wife's income and reduced rates. A wife’s earned income 
qualifies for a further ‘set’ of reduced rates. Mrs Blank’s 
profits are therefore dealt with as follows: 


A 
Net income D Bie 430 
Additional personal allowance So £140 
Charged at 2s 3d : Se 
Charged at 4s 9d Gr Sg .. 150 
Charges at 6s od zi Ss S 8o 
SS 430 
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Nottingham Roosevelt Memorial 
Travelling Scholarship Fund 


The Nottingham Roosevelt Memorial Travelling 
Scholarship Fund has, for the gecond time, awarded 
a travelling scholarship in the U.S.A. to a chartered 
accountant student. The grant has been made to 
Mr F. L. Shaw, a member of the Nottingham 
Chartered Accountant Students’ Society, who is at 
present at the University of Birmingham, where he 
sits for the final of his Bachelor of Commerce degree 
this summer. 


Our Weekly Problem 
No. 114: ROSEMaARY’s FAULT? 


Charles Sidate had made a detour to escort Rosemary 
to her office and had slipped into his own office 
unostentatiously. Unfortunately, Mr L. U. Sidate 
saw him. ‘You are late’, he said, pointing at the. 
clock, which showed the hour hand one minute 
division ahead of the minute hand. 

What was the time? 

The answer will be published next week. 


ANSWER TO No. 113: Brick PATTERN 
If x and y are the number of bricks- 
loge + 749 + i + y— 1) = 199t 
ie. 7% + 5Y = 133 - 
Integral solutions are: 


x= A y = 2I 
x= 9 y = 14 
xo Lé Saal aS | 
w= 19 y = 0 


The only solution to fit the conditions is: 
14 bricks of rot inches and 7 of 7} inches, i.e. 
a total of 21 bricks. 


SEVENTY-FIVE YEARS AGO 
FroM Whe Accountant op APRIL SC 1881 
A note entitled 
SHEFFIELD INSTITUTE OF ee 


The annual meeting of this Institute was held at 
the Wharncliffe Hotel, on Wednesday evening, 
March 30th. 

The following officers were elected for the ensuing 
year:—President, Mr. A. Macredie; Vice-President, 
Mr. Wm. Fisher Tasker; Treasurer, Mr. John 
Kidner; Auditor, Mr. W. G. Hawson; and Hon. 
Secretary, Mr. T. G. Shuttleworth. 

The Institute comprises 32 members. After the 
ordinary business had been transacted, the members 
present to the number of 28, dined together. 

The President (Mr. Macredie) in speaking of 
the success of the Institute, mentioned that all its 
members had become members of the Institute of 
Chartered Accountants. 


MO TOR — FIRE—CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 
COMPANY 


L”? 


10 ST JAMES’S STREET, LONDON, SW1 
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COMPANY PARADE 


HE outcome of a most unusual piece of company research — 

thought to be the first of its kind ever made in this country — 

has just been published by the National Institute of 
Economic & Social Research.! It is described as a by-product of an 
inquiry which the National Institute is conducting into the capital 
structure of 3,250 quoted public commercial and industrial 
companies and consists of two lists. The first list shows the 
hundred largest companies. The second list contains the 512 
largest companies, arranged in twenty-six representative industrial 
groups. 

The criteria for inclusion were that the companies operated 
mainly in the United Kingdom, had their capital quoted on a stock 
exchange in this country and had net assets which, in 1953-54, 
exceeded {2°5 million. The National Institute realized that a 
basis of turnover, output or employment might have been more 
satisfying but, in the absence of comprehensive statistics, had to use 
the information provided by the companies’ published accounts. 
In addition to quoting the net assets figures of 1953-54, on which 
the selections and placings were made, the lists give the corre- 
sponding net assets figures for 1954-55 and, also, the income 
figures for the same two periods. The National Institute points 
out that because of the diversity of accounting methods which 
may have been used in arriving at the financial figures, precise 
comparability was not possible and that the order of ranking must 
be regarded as approximate only. Certain other exclusions were 
made. These included subsidiary companies where the parent 
company had already been selected, companies engaged in 
banking, insurance, finance and agriculture, and compa ` 
(other than those in the iron and steel industry) whose priv 
assets had been nationalized. 

Of the companies fulfilling all the conditions, the r 
in order were Imperial Chemical Industries {~~ 
1953-54 of £360°2 million), Unilever- 


P. & O. Steam Navigation Coz% 
Co of Wales, Dunlop Rubber CT 
Vickers. The principal companies, Se 


of quoted public companies operatv, d. >; 
Kingdom, but given for compara: dë Sr Kä 
Transport & Trading Co (with net assets `% EK? $. a 
million), British Petroleum Co and British-Amer., a 22. n 
In releasing this intriguing sample, the Nation “4 e ¢ 
whetted the appetite for the appearance of its tepor: 4 SCH 


inquiry now in progress. \ sao veer 





1 A Classified List of Large Companies Engaged in British I 
Institute of Economic & Social Research, London. gr net. 


\ 


Lg cht E mme ee Ce 


394 


THE ACCOUNTANT 


April 14th, 1956 


AUDITING FOR MANAGEMENT 


A Constructive Service Provided by the Internal Audit Department 
by G. D. BUNCE, A.C.LS. 


HERE. is a growing awareness in the 
British business world that the present role 
of internal auditing can be substantially 
enlarged to provide a really constructive service 
for management. 

The general considerations in favour of the 
new approach ‘to internal auditing have been 
stated in various articles in recent months, so 
the purpose here is to illustrate with practical 
examples how it is actually applied. 

At this point, it may be advantageous to con- 
sider briefly the main tenets of what is generally 
described in North America as management 
auditing. It is a service to management which, 
through appraisal of all aspects of business 
performance and*evaluation of the facts revealed, 
provides information on weaknesses existing in 
the organization, on important events, trends, 
their causes and effects, together with appropriate 
recommendations for improvements. 

It may be practised in almost every sphere of a 
company’s operations, other than that of actual 
physical production requiring specialized tech- 
nical knowledge. 


The Principles in Practice 


The following examples describe some of the 
_ points which might be considered by an auditor 
interested in learning ‘what, why and how’ 
about a job, a department, or a unit. They include 
features which may be applicable to various in- 

ies, but omit the limited amount of routine 


ation and protective measures which might’ 


"be carried out. 
^a made clear that these examples are 
“heck-lists, since check-list or 
" complete antithesis of 


Be 
ene i in a medium sized com- 


„óe planned under the main classifica- 


_até, invoices, ledger procedures and credit 


ers 

íf orders are obtained by travelling salesmen, is there 
` complete coverage of their territories periodically? 
Is there adequate review to ensure this and also 


to reflect any weakness in the effectiveness of the 


SC 
If orders are received daily for definite execution 


within the next day or two, is there a dead-line time 
established and enforced? Are orders accumulated 
and passed forward shortly before the dead-line, thus 
creating unnecessary peak periods? What is the time 
lapse between receipt of an order in the office and 
the execution of it ready for dispatch? Is it reasonable? 

Do copies of the original orders serve as instructions 
to all departments concerned in office, warehouse 
and SE or are successive dockets raised at various 


Where deliveries are not made ex-stock, what 
measure of liaison exists between order and produc- 
tion departments, how current are work-in-progress 
reports, and are delivery dates met? Are orders com- 
pleted and the goods ready for dispatch at appropriate 
times to connect with transport arrangements? What 
effect does failure here have on delivery schedules? 

Is there an adequate procedure to record items 
not available, to notify the customer and to arrange 
for dispatch in due course? 


Invoices ` 

Can the procedure for invoicing be improved with 
regard to using a joint order/invoice document, or 
to facilitate subsequent extraction of information 
from the invoice? 

What is the method, and how long does it take to 
transcribe the information from the order? Do all 
copies of the invoice serve a vital purpose? 

Are invoices completed promptly and passed to 
the sales ledger and sales analysis sections without 
delay? Are customers’ copies mailed on date goods 
are dispatched? Is there a large number of customers 
who call for goods, and, if so, what is the effect on 
the routine and efficiency of the invoice department? 

Is the general appearance of invoices satisfactory 
or is there evidence of numerous corrected copies, 
incorrect names and addresses, or other features 


likely to alienate a customer’s goodwill? 


Ledger Procedures 
Are the ledgers posted by the most suitable and effi- 


cient method with regard to work-loads and other 


relevant circumstances? Does the design of the ledgers 
and ledger sheets contribute to ease and speed of 
posting? Are postings up to date at all times? How 
quickly are statements prepared and mailed at month- 
end? Are accounts maintained SE ER adjustment 
generally, and are causes of adjustment the 
company’s responsibility? 

How promptly are claims adjusted in the accounts? 
What is the general standard of work regarding ap- 
pearance and accuracy? 


Credit Control 
Is the company’s credit policy enforced? Is dis- 
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cretion used where warranted? How good is the liaison 
with sales department? Are the credit clerks familiar 
with conditions peculiar to their territories? Are 
accounts aged accurately and what are the trends in 
individual accounts? l 

Are overdue reports available promptly at appro- 
priate dates so that action can be taken? Do overdue 
accounts in any section indicate impact of labour 
unrest or economic or trade difficulties in that area? 
Have any protective measures been applied? What 
are the trends in overdue accounts generally and in 
comparison with past periods? What are the reasons 
for the deterioration? 


Purchases 


An audit of purchasing procedures in a large-scale 
organization, from the operational vi int, would 
be concerned with the following and similar functions: 

What is the system for notifying requirements from 
the factory to the purchasing department? Are 
requisitions received in sufficient time to permit 
purchase orders to be issued under most advantageous 
conditions regarding price, terms, quality and de- 
livery? What is the incidence of purchases made on 
‘penal’ terms? Are requirements of raw materials 
and supplies scheduled in accordance with production 
budgets, and are they available as required? 

t is the policy on special quantity prices? 
Are requirements consolidated to take advantage of 
these or, alternatively, are excess quantities purchased 
to obtain the special price? Is allowance made for 
wastage or other non-controllable losses? Do the 
stock records fulfil all required functions in the most 
efficient manner possible? 

How familiar are the purchasing agents with the 
commodities for which they are responsible? Can 
they quickly locate information from different sources 
of supply? Any evidence of poor description resulting 
in wrong orders — either by requisitioning or pur- 
chasing department? Are specifications accurate in 
accordance with production requirements? 

Are minimum and maximum stock levels flexible 
to allow for seasonal changes in demand? Are 
_they reviewed following process c 
maximum purchase quantities are established, are 
these related to the cost of procurement, i.e. clerical, 
interest and storage charges, in addition to other 
factors affecting stock levels? Would it be advanta- 
geous to purchase some components outside rather 
than make them on the premises, or vice versa, 
with regard to costs, delivery and quality? 

Is centralized, decentralized or departmental pur- 
chasing, or a combination of these, the most suitable? 


Production 


What are the physical as well as documentary factors 
involved when raw material is issued to and received 
by the production departments? Is there independent 
notification to the office from both stores and factory? 
Are raw material charges developed from this informa- 
tion or from another source? 
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How is volume of production recorded in the fac- 
tory? What records are kept and by whom? Who 
designed them, what purposes do they serve? What 
are methods of measuring production intake and out- 
put and how reliable are they? Are yield calculations 
based on reliable returns of production, and what use 
is made of the calculations? When are they available? 

Are there abnormal fluctuations in yields and how 
may they be controlled? If various processes are 
involved, how is product transferred physically 
from department to department and what accounting 
takes place? Are storage conditions for raw materials 
and finished goods adequate and efficient? 

If incentive wage schemes are in operation is 
claimed output reconciled. with actual? 


Office Organization 


In any company there are definite possibilities for 
appraising the quality of the office management, 
whose responsibilities may include maintenance of a 
high standard and steady flow of work through all 
departments, the maximum emplayment of all avail- 
able staff and equipment, and preparation of docu- 
ments and reports in accordance with established 
time schedules. 

The appraisal will be achieved largely through 
observation of the daily office routines, and supple- 
mented by knowl gained during the audit of the 
standard of organization and quality of work in 
various departments. The features to be considered 
may include: 

The level of staff morale. Is the general attendance 
record good? Are there regular absentees and what 
action is taken? Are staff punctual in the morning 
and after lunch break? What is the incidence of 
overtime? (One of the best guides to good or poor 
management. Overtime is not efficient.) Are there 
definite rest periods morning and afternoon taken clear 


of the office area? Are telephone habits goedjas—_—. 


Is there prompt answering, polite attitude to custom- 
ers, heavy incidence of personal calls? t is the 
standard of correspondence, both inter“company and 
with customers or suppliers? ~ 

-Is there overall supervision of routine work? Are 
there unusual or unauthorized practices in common 
use? 

What is the individual and total daily output of 
work in various departments, especially if work 
measurement is not used? Is there flexibility of staff 
and inter-availability at peak periods? What is the 
condition of records, standard of filing, suitability 


of equipment, and storage facilities for old records? 


What is the quality of postal, duplicating, and messen- 
ger services? Are stenographic arrangements adequate 
and on an economical basis; is full use made of dictat- 
ing equipment? 
Are reports and returns available on time? 

e Above all, does the office run smoothly or is the 
noise intolerable and the general appearance of dis- 
order unbelievable? 
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Some Other Aspects 


itis is not possible to discuss at length other fields where 
management auditing can be advantageously em- 

loyed, but some principal features concerned with 
Ee inventories, inspection, housekeeping and 
personnel are: 

Budgets: methods of collecting and collating infor- 
mation and statistics; projected sales volume related 
to production capacity; coverage in terms of sales force 
and distributive facilities for projected sales volume; 
cash budget in reasonable relation to normal trend 
of receipts and general credit position; promptness 
with which actual figures are available at end of period 
and the effectiveness of action taken on discrepancies. 

Inventories: types of storage capacity available and 
used; utilization of space; storage costs; interest 
charges; movement of finished goods according to 
programme; inventory values related to turnover; 
controllable and non-controllable deficiencies. 

Inspection: degree of co-ordination between receiv- 
ing, production and inspection departments; point 
of inspection with regard to minimum expenses and 
. costs in event of rejection; method of inspection and 
relative costs of random sampling and statistical 
control; reporting and study of defects, control on 
disposition of samples and rejects. 

ousekeeping : this is a term which is not as familiar 
in British managements’ vocabularies as it is in those 
of North American managements. The chief points 
include: office Fighting, heating and ventilation, fire 
precautions and appliances, cleaning and main- 
tenance services; similar considerations apply to the 
factory in addition to safety, with emphasis on move- 
ment of trucks, conveyors, etc., and conditions of 
floor surfaces; cleanliness of work areas and machines; 
cleanliness and adequacy of washroom and cloakroom 
facilities; control of rubbish dumps; external appear- 
ance and condition of factory. It is useful to bear in 
mind that bad conditions tend to encourage bad work. 


Personnel: numerical comparisons of staff employed; 


maximum utilization of staff available; arrangements 
for temporary staff in peak peas quality; turnover; 
selection procedures; initial and sub- 
sequent; career reviews; development of promising 
employees; vacations — how organized and whether 
all taken; employment files. 


Conditions Necessary for Successful 
Application 

The reader may wonder how such standards may 
be achieved while the general interpretation of 
internal auditing by management and employees 
is that it is concerned only with accounting 
records and errors therein. Three essential con- 
ditions must be fulfilled. 

First, there must be a demand from to e- 
ment for the service. It must appreciate the benefits 
available, actively require and use the information 
with which it can be supplied, and make known its 
attitude at all levels of supervision. Internal auditing 
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will not develop unless and until there is demand 
and support from top management. 

Secondly, the organization of the department within 
the management structure must,be of a high order. 
Through the quality of its work it must attain 
appropriate status, and members of the department 
must be ye as representatives of the manage- 
ment group must be encouraged to use initia- 
tive, imagination SH discretion. 

Thirdly, there must be no restrictions on the 
scope of the review if the auditors are to explore the 
field of operations outside the accounting records. . 


Appraisal and Evaluation 
The benefits to be obtained will differ according 
to the size and organization pattern of individual 
companies. Where the size of the unit being 
audited is such that all aspects of the work can 


be covered in one audit, the appraisal may be . 


developed in three main phases. Firstly, the basic 


verification of assets and liabilities and study of 


procedures involved; secondly, an examination of 
operating statements working back to costs, 
production control, inventories, dispatch de- 
partments, distributive facilities and all other 
related aspects; thirdly, concurrent with these 
examinations a review of company policies, the 
measure of compliance, and interpretation and 
effect of them. 

It is by evaluation of the facts and trends 
revealed during this three-phase examination 
that the auditor is able to appraise the control and 
efficiency of the local management. In larger 
companies where audits are planned on a depart- 
mental basis an overall appraisal is obviously 


not possible, but management may still be supplied 


with useful information on the organization of a 
department’s activities and its relations with 
other sections of the business, in addition to speci- 
fic recommendations regarding its work. 


Conclusion ` 


Enterprise, initiative and economy of effort are . 


vitally important in administrative activities. Max- 
imum development in this area depends upon 
a dynamic approach to the problem by top manage- 
ment, which in turn must be furnished with pert- 
inent facts and opinions on the efficiency achieved 
and control exercised at subordinate levels. It is 
the internal audit department which should 
provide this constructive service for management. 
Many aspects of this subject have been only 
lightly touched upon, but it is hoped that 
reflection on the examples used and thoughts 
expressed will show that beneficial results can 
be achieved by a good auditor interested in his 
work and well supported by top management. 


d 
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AND NATIONAL INSURANCE > 


CONTRIBUTED 


PART from the requirement that the 
(e shall in all cases pay con- 
tributions for industrial injuries, the treat- 

ment of articled clerks for the purposes of 
national insurance divides neatly into two Parts 
depending on whether or not the clerk is ‘gain- 
fully occupied’. | 


What is a Gainfal Occupation ? 


If a clerk receives benefits in cash or in kind, 
including any return to him of premium, he is in 
a gainful occupation. Provided that payments 
are made with some degree of regularity or 
continuity and have come in some degree to be 
expected by the clerk, it is immaterial that there 
is-no formal or expressed agreement to make the 
payments. Furthermore, the provision of board 
and lodging alone (although this would be most 
uncommon in the accountancy profession) creates 
a gainful occupation. The Ministry of Pensions 
and National Insurance does not, however, regard 
the payment by a principal of his clerk’s subscrip- 
tion to a students’ society as a relevant factor. 


The Gainfully Occupied 

For the purposes of calculating contributions, 
the gainfully employed clerk falls into Class 1 
of the scheme and the employer must make 
payments to the Ministry at the appropriate rate. 
The amount which the employer may recover 
from the adult clerk depends upon whether the 
rate of remuneration paid is greater or less 
than sixty shillings weekly. The rate of remunera- 
tion does not affect the amount recoverable from 
a clerk below the age of eighteen. If, however, 
. the remuneration of any clerk is wholly in kind, 
the employer cannot recover any part of the 
contribution. 


The Not Gainfully Occupied 

Where a clerk is not gainfully occupied, the only 
obligatory contribution is for industrial injuries 
and falls upon the employer. The clerk may, if 
he wishes, pay contributions at the rate provided 
in Class 3, as a non-employed person. (If he is 
fortunate enough to have a private income of more 
than {156 a year he will have to pay under Class 
3 — otherwise payments are optional.) 

The apparent simplicity of these provisions is 
deceptive, for the clerk has to make up his mind 


, $ 


about the See of optional contributions, 
A person who is an apprentice or is receiving full- 
time education receives a credit for the contribu- 
tions which he might otherwise pay between the 
school-leaving age and his eighteenth birthday. 
After that age no credit is given and if there is any, 
lengthy period of exemption from contributions, 
the amounts of retirement benefit or widow's 
benefit will be affected. 


Benefits 


An individual who ‘has ‘at least 156 weekly -con- 
tributions to his credit and an average of fifty 
contributions a year over the whole period of 
insurance (i.e. from the later of age 15 or July sth, 
1948) is entitled to full benefit. If fewer than 156 
contributions have been paid there is no benefit. 
If the average falls SES 50 the rate of benefit is 
reduced. 

The gap of three years, which would occur 
where a clerk was articled at sixteen for five years 
and elected not to pay contributions while under 
articles, is large enough to have a slight effect upon 
the pension provided at age 65. Where articles 
are entered into at a higher age the gap will be ` 
greater as automatic credit for years below age 
eighteen will be reduced. 

But it is in connection with widow’s benefits 
that most hardship may occur. One can estimate 


the effect of failure to contribute upon a pensjon ness- 


payable from a known date. Death cannot be 
forecast, and, if it comes early, the consequent 
pension to a widow may be severely reduced. A 
clerk dying at 25 may have paid or been credited ` 
with contributions for only half of the period of in- 
surance while the gap in contributions could 
still have an appreciable effect if he died in the 
late 30s. If, therefore, he can spare time from. his 
studies to contemplate marriage, he may feel 
that voluntary contributions are worthy of 
consideration. Fortunately, finance need not be 
a major deterrent. Contributions may be paid 
retrospectively within four contribution years 
following the contribution year in which articles 
came to an end. 

No attempt has been made to cover the some- 
what different provisions applying to clerks of 
tnaturer years who have had some years in employ; 
ment. before entering articles. They are advised 
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(Apprentices) and N.I. 30 (Students) which 
contain information of interest to all clerks 
and principals. 


Clerks on University Course ` 
-Some complications arise where a clerk, while 
under articles, is undergoing a course of study 
at a university in preparation for one of the degrees 
‘approved’ by the accountancy bodies. If the 
clerk receives any payments, including any 
return of premium, while he is at the university, 
he will be subject to the provisions of Class 1 and 
he and the principal will be required to contribute 
at the appropriate rate. 

If payments are made only during periods of 
attendance at the principal’s office -during 
vacation, contributions will be payable for those 
periods. If the clerk is not gainfully occupied at 
any time, industrial injuries contributions are 
payable by the principal for any week in which 
the clerk is engaged upon the principal’s business. 


Study Leave 
When a clerk is given leave for full-time study for 
an examination the national insurance situation 
is governed by the terms of leave. If payments 
continue, contributions remain unchanged. If 
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no payments are made for the period and the 
clerk performs no services for the principal in 
the period, no contributions are payable, but to 
avoid being chased for arreags of contributions 
the clerk should submit Form C.F. 57 to the 
local office at the end of the period. 


Issues at Stake 
For many principals and.clerks, other considera- 
tions will make it certain that the clerk falls 
within Class 1, in which case both principal 
and clerk will share the burden of contributions 
and the questions of exception and voluntary 
payment will arise only where there is a period of 


unpaid absence from the office. 


If, however, a premium is paid and the. only 
payments envisaged are a return of premium, 
then a decision is required. The Class 1 contribu- 
tion will only be paid where the premium is 
returned to the clerk. If it is returned to the person 
(other than the clerk) who paid it, so that it 
cannot be regarded as paid for the benefit of the 
clerk, neither a Class 1 nor a Class 3 contribution 
will be necessary. The clerk will lose benefit if he 
does not contribute under Class 3, which costs 
more than his share under Class 1. On the other 
hand the principal’s contributions will be greatly 
reduced. 


AUSTRALASIAN COMMENTARY — XXI 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(AUST.) 


The writer of thiz series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 


accounting and company law. 


Governmental Accounting 
T the 1955 convention held by the New South 
| Wales Division of the Australian Society of 
Accountants in Canberra, Professor Sir 
Alexander Fitzgerald presented a paper on con- 
troversial issues in governmental accounting in 
Australia. One of the matters which Sir Alexander 
raised was the inconsistent accounting for de- 
preciation. Inconsistency, he said, may appear as 
between cash statements and accrual statements; as 
between the treatment in relation to one under- 
taking and another, even in the same state; 
_as between one government and another; and as 
between one year and another. Anyone who has 
to use the public accounts must have been 
troubled by the absence of any degree of uniform- 
ity of accounting practice in this respect and must 


be convinced of the desirability of setting stand- 
ards which should be uniformly observed. , 
Referring to non-revenue-earning assets, Sir 
Alexander pointed out that common practice in 
Australia is, in effect, replacement accounting 
(as a substitute for depreciation accounting) allied 
to sinking fund ı ontributions for debt redemption 
as required by law. Here, possibilities of distortion 
do exist and one way of avoiding them is to main- 
tain an expenditure on non-revenue-earning 
assets equalization account, to which annual 
contributions would be made from revenue, and 
from which purchases of such assets from time to 
time would be financed. If that were done it 
would amount to a form (probably a satisfactory 
form in the circumstances) of depreciation 
accounting. One problem which would remain 
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would be the relationship between the equaliza- 
tion account and the normal sinking fund 
contributions. The question is, said Sir Alexander, 
should the sinking fund contributions be made 
from the equalization account, or should they 
still be borne by revenue fund, which would thus 
bear charges both for debt redemption and for 
asset replacement? 


Ethics 


The General Council of The Institute of Char- 
tered Accountants in Australia has amended the 
ethical ruling on certificates of estimated future 
profits in prospectuses. There is an addition which 
states that: 


‘It is considered that a prospectus contains 
an estimate of future profits if it includes words 
which forecast or anticipate profits or dividends 
at a specified amount or rate. However, a statement 
in connection with an established business that it 
is proposed to pay a specific dividend out of profits 
already earned or stating the policy of the directors 
as to the future maintenance of past dividend rates 
is not regarded as an estimate of future profits.’ 


The only other new point included is: 


‘Where the estimate is contained in a report ` 


published in the prospectus, it is sufficient com- 
pliance (as to the rule that the signature of the per- 
son responsible for the estimate must appear 
immediately below the estimate) if that report bears 
the signature of the person or persons responsible 
for it, but the signatures of all directors at the 
conclusion of the prospectus, as required by statute, 
does not meet this requirement.’ 


Paid Cheques as Vouchers 


A group of chartered accountants in Queensland 
has just completed a survey of the audit practice 
of accepting paid cheques as evidence of payment. 
Among their conclusions is the opinion that draw- 
ing cheques payable to order, thereby requiring 
an indorsement is “an unnecessary precaution’ 
and the disadvantages attaching to paid cheques 
as vouchers are not relieved by requiring indorse- 
ments. In advising of the necessity for strengthen- 
ing the internal controls of the client, the group 
stated that cheques should be pre-printed with a 
not-negotiable crossing and that the use of rubber 
stamp for such crossings is not satisfactory unless 
the auditor calis and personally collects the 
cheques from the bank. 

In a commentary on the above-mentioned sur- 
vey, Mr R. G. W. Wood, F.c.a.(aust.), considered 
that wherever possible the auditor should examine 
paid cheques on the bank’s premises so that his 
client would not have to give the bank an in- 
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demnity for the release of his paid cheques. 
(The Chartered Accountant tn Australia, January.) 


Test-checking i 
In the October issue of The Chartered Accountant 
in Australia, Mr A. A. Forster, F.C.A.(AUST.) issues 
a plea for a re-examination of testing and sampling 
methods in order to gain a more reliable answer to 
the question — “How much is enough?’ 

Pointing out that an examination of one or more 
months, or an examination of a block of transac- 
tions to the exclusion of the rest, seemed unduly 
selective and biased, Mr Forster considered 
that stratified sampling of some kind together with 
an examination of a percentage of the whole year 
(e.g. as low as 84 per cent) would be better than 
an examination of a block of one month’s items 
transactions and records. The recommendation 
is made that sequential analysis methods should 
be tested in the audit field for their appropriate- 
ness since it is the aim of these procedures to 
enable reliable information to Be wrung from a 
minimum of data. 


Victorian Companies Act 


Several important changes have been made in 
the Victorian Companies Act. The law relating 
to prospectuses has been tightened; the written 
consent of an expert is now required before his 
statements are included in a prospectus; if the 
prospectus indicates that application is to be made 
for listing of shares on the stock exchange, an 
allotment of shares will be void if permission 
for quotation on the exchange is not sought 
before the third day on which the exchange is 
open after the date of publication of the prospec- 


tus, or if permission has not been granted witjn ss 


six weeks of publication (or longer period in 
certain cases). 

The term ‘items of an abnormal character’, 
which is required to be used by directors in their 
report accompanying the balance sheet, has now 
been defined to include any writing off of large 
amounts of bad debts, any substantial increase 
or decrease in the value of trading stock owing to 
a change in the basis of valuation, any item of an 
unusual nature or value which appears in the 
accounts, and any absence from the accounts 
of any item usually included. 

The balance sheet must now contain a provision 
for income tax in respect of the year ending on 
the date to which the balance sheet is made up. 
The books of account must now be such as are 
necessary to give a true and fair view of the state 
ôf the company’s affairs and to explain its trans- 
actions. 
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TAXATION AND MAINTENANCE 


by HENRY SUMMERFIELD, B.A. 


This ts the second of two articles dealing with the tax problems which arise when 
making financial arrangements on separation or divorce. This article discusses 
arrangements which make maintenance payments income of a child, paying and 
reclaiming tax, and the effect of changes in means and in rates of tax. In last 
week’s article the available allowances and reliefs and the general effect of such 
arrangements on tax liability were considered, arrangements which do not make 
maintenance payments income of the payee, and arrangements which make them 
income of a wife were discussed. 


: ` Payments which become Income of a Child 


HERE are two methods by which money 

_ paid by a separated parent for the main- 

tenance of his child may be made the 
income, for tax purposes, of the child alone. 
Provided one of these methods is adopted, this 
result is achieved even though the money paid 
is actually spent by a parent, or other guardian, 
on the child and not by the child itself. The 
amount of tax which can be saved in this way is 
sometimes very large indeed, and in nearly all 
cases where the husband is a taxpayer some saving 
can be made by using this device for some of the 
payments to be made. Care must, however, be 
taken not to make the child’s income, apart from 


scholarships etc., more than £85, unless the 


tax suved on the excess over. {85 is sufficiently 
great to outweigh the loss of the {100 child 
allowance. This will normally happen only if 
both parents are liable to surtax, or if the sum 
used to maintain the child exceeds £185 per 
annum. 


=a “Thus, if £500 per annum is made the income 


of a child who has no other income, the net tax 


paid thereon is only £93, but if that sum becomes. 


or remains the income of a parent whose other 
income exceeds £5,000, the net tax thereon, even 
after allowing for the {100 child allowance, 18 
at least £307 ros od. 

On the other hand, if a surtax-paying husband, 
whose wife’s income is between {620 and 


£1,900 per annum, pays {104 per annum. 


maintenance for their child, the tax thereon will 
be Ir 14s if the {104 becomes income 
of ‘the wife and. nil if it becomes income of 
the child (on which a personal allowance and 
small income relief are available), but if £85 is 
made income of the child and £19 income of the 
wife, not only will no tax be payable on the £104 


1 SE v. Chamberlain (12 A.T.C. 183; 17 T.C. 
706). 


but the child allowance will save Res 8s 6d of 
the tax on the wife’s other income.? 


Order to Pay Maintenance to a Child 


One method of making payments the income for 
tax purposes of a child is a Court order that they 
be made ‘to’ the child. Such an order can be 
made by the Divorce Court in proceedings for 
nullity, divorce, judicial separation, or restitution 
of conjugal rights, but not in proceedings for 
wilful neglect to maintain? It is doubtful 
whether such an order can be made by any other 
Court or in any other: proceedings. Only a 
Court order can make a parent’s payments income 
of his infant unmarried child, as any other 
arrangement for payments to a child would con- 
stitute a settlement,° and so cause the payments 
to be treated for tax purposes as the parent’s 
income. 


Variation of Settlements 


This is the other method of making maintenance 
payments income of a child. The Divorce Court 
has power on a decree of nullity or divorce to 
vary ante- or post-nuptial settlements to provide 
maintenance for the children of the marriage.® 
Many common transactions, such as the pur-. 
chase of a house wholly or partly in the wife’s 
name,’ may constitute such a settlement. Pro- 
vided that a parent is not a settlor, a variation 
order may constitute income arising under the 
settlement income of a child for tax purposes, 
and even if a parent is a settlor, it may be possible 


3 Another example of circumstances in which it paid best to 
make only £85 5 income of the child was given in the article 
in last week's issue, at page 370. 


* Logan v. Logan ({1954] 2 All E.R. 619). 


t The reasons for this doubt are discussed in Law Journal, 
Vol. 105, page 6ar. 


š See the article in last week’s issue at page 370. 
6 Matrimonial Causes Act, 1950, Section 25. 
T Smith v. Smith ([1945] 1 All E.R. 584). 
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so to vary the settlement as to enable the child 
to reclaim tax on its majority or marriage.t The 
power of the Chancery Division to vary settle- 
ments cannot, however, be used merely for this 


purpose.” 


Deducting, Paying and Reclaiming Tax 
After deciding whose, if anyone’s, income he 
wishes the maintenance payments to be, and 
which of the arrangements already considered he 
ought to adopt, the practitioner must consider 
the differing effects of the various possible forms 
of arrangement on the way in which tax will be 
collected. 

The General Rule 

Normally, a person making periodical payments 
under a binding agreement, undertaking or 
order, is obliged to deduct tax at the standard 
rate for the time being in force from the gross 
sum payable thereunder,’ to pay the tax deducted 
to the Revenue, and to pay the balance of the 
gross sum to the payee. If the gross sum paid 
becomes the income of the payee, the payer is 
not liable to surtax thereon,* and so cannot 
deduct surtax from the payment to the payee.® 

A payer who deducts tax must furnish the 
payee with tax deduction certificates, which 
entitle the payee to recover from the Revenue 
any repayments to which his balance of allow- 
ances and reliefs not exhausted by his other 
‘ income may entitle him. The payee himself must 
pay to the Revenue any surtax due on the pay- 
ments. Normally, the payer has no interest in 
any tax reclaimed and no liability in respect of 
any such surtax; while the payee has no liability 
in respect of the income tax which the. payer 
should have deducted, and so is not liable to 
repay to the Revenue any income tax which has 
not been deducted. The payer is liable to the 
Revenue even for income tax which he has failed 
to deduct, but by concession a husband is allowed 
_ the balance of any of his wife’s reliefs not ex- 
hausted by her other income against his liability 
for undeducted tax. 

Certain arrangements, however, create excep- 
tions to some of the general rules set out in the 
last two paragraphs. 


1 Under Section 228 of the Income Tax Act, 1952, Thomson 


v. Thomson (33 ATC 241). 


? Chapman v. Chapman (33 ATC 84). 
3 The meaning of this expression is explained below under 
the sub-heading ‘ “Free of Tax” Small Maintenance Orders’. 


t Stevens v. Tirard (supra); Earl Howe o. CIR (supra). 
© Campbell v. Campbell ([1922] P. 187). 
8 Re Hatch ([1919] 1 Ch. 351). 
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Small Maintenance Orders 


A Divorce Court order for weekly payments of 
not more than {2 per week to a woman for her 
maintenance or of not more than {1 per week to 
any person for the maintenance of a child under 
sixteen, is a small maintenance order. So are 
similar orders made by the Chancery Division, 
County Court or Magistrates’ Court under cer- 
tain specified statutes,’ but for such orders the 
maxima are £5 per week in the case of a woman, 
and {1 ros od and twenty-one in the case of a 
child.§ 

The fact that an order is a small maintenance 
order makes no difference to its net effect, i.e. 
its effect on entitlement to allowances and reliefs 


and on ownership.of income for tax purposes, 


which determine the net amount of tax paid there- 
on, but small maintenance payments. must be 
made without deduction of os H The- payee 
therefore has to pay the Revenue any tax to 
which he is liable on the sum orflered. 

It is often a great advantage to persons not 
liable to pay tax at the standard rate on the whole 
of their maintenance to have a small maintenance 
order, and so be saved the trouble and delay 
necessary if they had to extract tax-deduction 
certificates from the payer and repayments from 
the Revenue. To secure these advantages it may 
be worth while in some cases to arrange for the 
maintenance to be paid under an order rather 
than an agreement, under a Magistrates’ Court, 
County Court or Chancery order rather than a 
Divorce Court one, or partly under an order and 
partly by a supplementary deed, or an under- 
taking to pay specified bills etc. 


- ‘Free of Tax’ Small Maintenance Orders 


The fact that an order is for payments to be 
made ‘free of tax’ will not prevent it from being a 
small maintenance order if the gross sum (which, 
after deduction of tax at the standard rate for the 
time being in force would leave the sum ordered 
to be paid free of tax)?° does not exceed the appro- 
priate maximum. As, however, tax is not deduct- 
ible from a small maintenance payment, a free-of- 
tax small maintenance order makes the payer 
liable to pay the payee this gross sum and not 


merely the sum ordered. Thus a husband subject 


? Guardianship of Infants Acts, 1886 a 1925; 


Summary 
Jurisdiction (Married Women) Act, 1895, Section 7 (4); 


Married Women (Maintenance) Act, 1920, Section I; 
and the Affiliation Orders Act, 1952. 


* Irfcome Tax Act, 1952, Section 205. 
’ Income Tax Act, 1952, Section 206. 
19 This is the gross sum referred to in note * above. . 
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to an order to pay his wife {1 per week free of 
tax has to pay her {1 16s Ad per week. 


Order or Direction for Free-of-tax Faymenta 
out of a Trust Fund 
In some cases it is possible so to draft or vary a 
settlement as to direct the maintenance to be 
paid free of tax out of a trust fund. If the appro- 
priate words, such as ‘free of tax’? or ‘free of 
. Income tax’? are used, the trustees pay the 
named sum to the payee, and the tax calculated 
as described above to the Inland Revenue, but 
the payee is obliged* to reclaim all the tax he 
can, and to repay the trustees the proportion of 
the total tax he reclaims which their payments 
bear to his total income. On, the other hand, if 
the payee is liable to surtax, the trustees must 
also reimburse him the appropriate proportion of 
his surtax. Any such arrangement should be 
drafted by counsel, as not only may a slight 
variation in the form of words used produce a 
different_result,* but care must be taken that the 


arrangement is not an ‘agreement for payment of ` 


interest rent or other payment in. full without 
allowing deduction of tax’.’ 


Specific Alternative Provision 

So long as this provision against tax-free agree- 
ments is not contravened, the arrangement made 
may effectively provide for specific variations 
from the general rules already set out. ‘Thus it 
may be ordered or agreed that the payee shall 
account to the payer for tax reclaimed, or that 
the payer shall make additional payments to 
cover surtax, but most departures from these 
general rules are liable to lead to difficulties with 
the Revenue over calculating the income for. tax 
purposes of each party, and to cause great delay 
in ascertaining the precise sums due. ~ 


Effect of Future Changes 


Finally, the adviser must consider the effect upon 
the burden imposed and benefit conferred by the 
various possible forms of arrangement of subse- 
quent changes in rates of tax, or in the means or 
needs of the parties. Where provision is made by 


1 Fefferson v. Jefferson ([1956] 1 All E.R. 31). 

1 In re Kingcombe (15 ATC 37). 

* CUR. v. Cook (24 A.T.C. 174; 26 T.C. 489). 

4 In re Kingcombe (supra). 

* Re Pettit ([192a] 2 Ch. 765). 

8 Re sree Decd. (No. 2) (31 ATC 181); Re Tatham 
Gi A.T.C. 283); and the cases there reviewed; Re 


24 ATC 199); Re Bates (24 A.T.C. 300); and Re 
25 ATC 412). 


t Income Tax Act, 1952, Seion 506 (2). 
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Court order it is normally possible to ask the 
Court to vary the order if circumstances change, 


but such applications are often troublesome and *_ 


expensive and may create ill feeling between the 
parties. This may be tragic where children are 
concerned, and is always undesirable. 

Unless the parties consent, it. may -be difficult 
or impossible to vary an agreement, but applica- 
tion may always be made to vary an order or to 
remit arrears due under an order. One way of 
allowing for future changes in need is to arrange 
for payment of specified expenses rather than a 
fixed sum, or for the payee’s income to be made 
up to a certain amount, or a certain proportion 
of the joint income. ` 


‘Less Tax’ and ‘Free of Tax’ Contrasted 
A specific gross sum may be made payable by 
either a ‘less tax’ or a ‘free of tax’ arrangement: 
e.g. £1 per week can-be made payable either as 
£1 per week less tax or 11s 6d per week free of 
tax. Unless the money is to come out of a trust 
fund, the immediate net effect of the arrange- 
ment will be the same whichever of these sums is 
specified. 

Under a ‘less tax’ arrangement the payer's 
total liability will always be the-same no matter 
what variations may occur in the means of the 
payee or in rates of tax, but such variations may 


- greatly affect the net sum received by the payee. | 


Under a free-of-tax arrangement, however, not ` 
only will the payer’s liability vary with every 
change in the standard rate of income tax but the 
net benefit to the payee will vary both. with such 
changes and with variations in his means, reliefs 
and allowances, as all these factors will affect the 
amount of tax he can reclaim or the surtax he 
must pay. So great are the possible variations in 
both burden and benefit of a free-of-tax arrange- 
ment that the appellate Courts have repeatedly 
stated that free-of-tax orders should not normally 
be made ? f 


Conclusion TA 
A perusal of the reports of the cases in which 
this rule has been stated shows how often the 
effect of maintenance arrangements has been 
misunderstood: the writer hopes these articles , 
may help their readers to recognize and deal with 
these problems. 


© (Concluded.) 


* The tax effects of this were discussed in the article in 
last week’s issue. 

° Wallis v. Wallis ([1941] P. 69); 7. v. F. ([1955] P. 215); 
Jefferson o. Jefferson ([1956] 1 AH E.R. 31). 
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WEEKLY NOTES 


New Member of the Council of the Institute 


Mr J. Howard Bell, B.A, F.C.A., @ partner in ‘the 
firm of Parkinson, Mather & Co, of Manchester, 
has been elected a member of the Council of The 
Institute of Chartered Accountants in England and 
Wales. A report of the Council meeting held on 
April 4th, at which his election took place, appears 
elsewhere in this issue. 

Mr Bell was admitted an Associate of the Institute 
in 1930 and became a partner in the firm of Parkinson, 
Mather & Co in the following year; he was elected a 
Fellow of the Institute in 1941. He has been associated 
with the Manchester Society of Chartered Account- 
ants for many years and is the Vice-President of the 
Society. From 1947-50 he acted as honorary 
secretary, an office at one time held by his father. 
He has also served as a member of the students’ 
society committee — from 1930-46-—and is a 
former president of the students’ society. 


Outside his professional interests, Mr Bell has -§ 


devoted considerable time and energy to the Scout 


movement — with which he has been associated since © 


his days at Cambridge-and for ten years, from 
1935 to 1945, was Treasurer of the Manchester Boy 
Scouts’ Association. He has served also (from 1936 
to 1953) as a member of the board of St Mary’s 
Hospitals for Women and Children in Manchester. 
He is married and has three children. 


New Owners and Maintenance Relief 


Maintenance relief from income tax on real property 
is normally based on the average expenditure in the 
five years preceding the year of claim. A purchaser 
of property may have difficulty in showing what his 
predecessor's expenditure was, hence the extra- 
statutory concession which provides (Cmd. 8103): 
“Where a new owner is unable to obtain details of 
previous owners’ maintenance expenditure, a claim 


the year of claim (provided that the expenditure is 

not exceptionally heavy) until a five years’ average 

is available, if the claimant undertakes to accept the 

“actual year” basis for five complete years.’ 

This concession does not go all the way, and it is 
better to be in a position to supply the necessary 
information. The 1953 edition of the Law Society’s 
Conditions of Sale contains a stipulation requiring 
the vendor to supply the necessary details to the 
purchaser. The Council of the Institute, in a state- 
ment published in The Accountant on August 15th, 
1953, drew the attention of its members to this 
stipulation. As reported on another page, there is 
evidence that difficulty still arises owing to the 
failure of purchasers to obtain the necessary under- 
. taking from vendors. The Council of the Institute has 
approached the Law Society, which has inserted a 


paragraph in The Law Societys Gazette for April 


-1956, reminding members of the Law Society of the 
desirability of including the clause in question in 
contracts of sale, either expressly or by reference. 


The Netherlands Institute of Accountants 


Professor A. M. van Rietschoten has been elected 
President of the Nederlands Instituut van Account- 
ants, A partner in 
the firm of Frese 
& Hogeweg, Am- 
sterdam, Professor 
van Rietschoten has 
been a member 
of the Netherlands 
Institute in public 
practice since 1929; 
he has served the 
Institute in several 
important capaci- 
ties, particularly 
that of President of 
the Examining 
Board from 1947 to 
1955, and he has been a member of the Institute’s 
committee on the statutory regulation of the profes- 
sion since 1947. He was appointed professor of 
accountancy in the University of Amsterdam in 
1950. 

Professor van Rietschoten is vice-president of the 
Congress Committee for the Seventh International 
Congress of Accountants which is to be held in 
Amsterdam in 1957. He was born in 1903. 





| Money for Higher Productivity 


About £3:2 million has been spent by the 
Government under the Conditional Aid Scheme, 


and an article in the latest issue of the Board of Trade” "` 
‘: Journal sets out the way in which the money has 


ts adrnitted on thie basis of hie aonial expenditure ind been used. Under this arrangement, a number of 


grants were to be made to trade associations, research 

associations, universities and so on to stimulate 
productivity and loans were made for short-term 
finances for companies and farmers for financing 
improvements. The plan originated in two amend- 
ments to the American Mutual Security and Eco- 
nomic Co-operation legislation which empowered 
the American Government to make funds available 
in dollars on condition that the local currency counter- 
part should be spent in raising productivity. This 
was the well-known counterpart fund arrangement. 


Losing -out in Exports 


“The latest Bulletin for. Industry issued by the 


Information Division of the Treasury deals with 
exports and is a sobering document. The figures 
produced show quite clearly that the United Kingdom 
is not exporting enough and that its share of world 
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trade in manufactures has been falling of late. If the 
United Kingdom performance is compared with 
Western Germany and the United States (our two 
chief competitors), prices of consumer goods here 
have increased much more quickly in the last five 
years than in the other two countries, earnings have 
gone up as well, but output per employee has 
increased much more slowly. This is further statistical 
corroboration of the well-known fact that the 
inflationary potential in this country is greater at the 
moment than in either the United States or Western 
Germany, no matter how much wishful thinki 
there might be about the onset of inflation in both 
those countries, and that this inflation is hindering 
our export performance. 

Taking the United Kingdom, Western Germany, 
the United States and Japan as the main world 
exporters, this country has fared much worse than the 
other three in the share-out of the increase in exports 
to European countries. Our exports to the rest of the 
sterling area have not been very satisfactory compared 
with the other three either, but the increase in 
exports of North America have been ‘not far behind 
the average’. It is*quite clear that the main factors 
operating against this country have been the rise of 
Japan and Germany as exporters in recent years, but 
even the United States, which did not have a good 
export year in 1955 because of the unsettled con- 
ditions in certain South American markets, improved 
its position a little elsewhere. 

Analysed on a commodity -basis the only out- 
standing performance by the United Kingdom was 
the chemicals group. This country lost ground in 
cotton and synthetic fibre exports, the share in metals 
declined because the home market took a larger 
proportion of output and in engineering categories 
this country made a comparatively unfavourable 
showing owing to the decline in passenger car 


exports. 
1955 Savings Deficit 


It is generally agreed that the problem of inflation 
is basically the existence of too much purchasing 
ower for the available supply of goods. It is, there- 
fare, quite possible to reconcile high wages with an 
absence of inflation, provided people will save. ‘There 
have been reports of late that the Government 
proposes to sponsor a new savings drive and there is 
no doubt that this, if successful, could be a useful 
curb to inflation at a time of full employment. 
The National Savings figures for the financial year 
1955-56 give some idea of the distance which has to 
be travelled in inculcating thrift. In the fiscal year 


just ended there was a savings deficit of £35 million.. 


New savings amounted to {1,232 million and with- 
drawals came to £1,267 million. New receipts were 
larger than in the previous year, but this increase 
was swamped by the high level of withdrawals and 
the deficit of £35 million compares in fact with a 
surplus of. {60 million for the preceding year. In 
addition, the redemption of Defence Bonds dn 
maturity amounted to £51 million, compared. with 
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£29 million in 1954-55. Thus, overall, the drain on 
the Exchequer last year was {86 million, while the 
year before there was a positive surplus of £32 
million. It is noticeable that the main burden of 
withdrawals was from the Post Qffice Savings Bank. 
Withdrawals from the Trustee Savings Banks were 
comparatively slight, and both National Savings 
Certificates and Defence Bonds showed a surplus. 
Lord Mackintosh, chairman of the National Savings 
Committee, considers that, although the credit 
‘squeeze’ has been the main cause of the high rate of 
withdrawals, some of the money will have gone into 
other investments. This may well be. It is an opinion 
which may be neither proved nor disproved. The 


' figures for last year certainly underline the fact that 


propaganda will have to be aimed, not only at making 
people save, but at discouraging them from with- 
drawing their savings. The two are by no means the 
same problem. The National Savings Committee 
continues to do excellent work in persuading people 
to save money and the whole of its organization is 
keyed towards persuading them to do so. How to 
prevent people from spending money they have put 
by, in other words how to bring persuasion to bear 
at the point of decision, is a problem which has not 
yet been tackled in a big and systematic way. 


Bank Advances in March 


There was a net increase of £40 million in bank 
advances during March, which will bring the total 
up to the highest figure since last November. This is 
still significantly below the level of last summer. At 
the end of March, the level of advances from the 
clearing banks was just over £1,900 million, com- 
pared with £2,135 million last July. 

It is nevertheless very noticeable that, at a time 
when the Government is pursuing a deflationary 
policy, bank advances are rising and, superficially, 
there is here a contradiction in trends. To some 
extent, seasonal influences have been at work. The 
nationalized industries have been borrowing again, 
the farming community looks for bank accommoda- 
tion at this time of the year, and industry tends to 
take advantage of its standing overdraft arrangements 
immediately after its liquid resources have been 
reduced by last quarter payments of tax. 

When further figures become available it will be 
possible to tell if these are the main catses of the 
upward movement. The banks have a difficult task 
ahead of them, despite all the talk about disinflation, 
to keep their loans circumscribed. Industrial produc- 
tion is still fairly buoyant, the wages bill for the 
nation as a whole goes on increasing. The only 
factor which may be moving in the right direction 
from the deflation point of view is the level of stocks. 
There is evidence that last year there was a good deal 
of stocking-up at advantageous prices by industry as 
a whole. This year, the economy should benefit from 
this fact. The only other candidate left for the axe is 
capital investment, and economies there are slow to 
take effect. 
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FINANCE AND COMMERCE 


Strength in industrial equities has provided the out- 
standing feature of the stock-market’s approach to 
the Budget. Support has been directed largely to 
capital equipment issues with particular emphasis on 
electrical engineering shares. Investment markets, on 
the other hand, have been quiet with fresh Colonial 
borrowing keeping the gilt-edged section in check, 


Base Stocks 


This week’s reprint gives the accounts of The Delta 
Metal Co Ltd whose chairman is Mr W. E. Ogden, 
F.c.A. Mr Ogden gives a considerable part of his 
annual review to a consideration of the entry in the 
profit and loss account ‘trading profit (after “base 
. stock” provisions of £460,000) — £1,371,102’ opening 
his remarks with the fact that copper (which 
accounts for more than 6o per cent of all the metal 
used by the company) rose during the year from 
£290 per ton to over. {400 while the next most 
important material — zinc — rose from £84 to over 
Loo, 

In many ways it is unfortunate, he says, that raw 
materials essential to the manufacture of the com- 
pany’s products should be subject to such violent 
fluctuations for it introduces an unsettling element 
in an otherwise normal manufacturing process. 
Finished goods are sold, by established trade custom, 
on the basis of the raw metal prices ruling at the date 
of sale despite the fact that the metal from which they 
are made a obviously had to be bought a long time 
before. From which it follows that on a rising market 
such as last year’s, substantial profits are made which 
are not really attributable to manufacturing at all. 

On the other hand, Mr Ogden points out, a rise of 
this magnitude brings with it its own dangers for it 
leaves the company holding stocks of high-prices 
metal on a peak market which may well fall away as 
quickly as it has risen. 


Heavy Provision 

For this reason, Mr Ogden continues, it has always 
been the company’s practice to value its stocks on 
‘base stock’ principles — i.e. to value the minimum 
quantity essential to maintain its works in production 
at a constant figure regardless of market fluctuations. 

This method was accepted by the Inland Revenue 
authorities for many years as being appropriate to the 
company’s particular trade, and douei this tax 
concession was withdrawn some time ago, the prin- 
ciple, says Mr Ogden, remains as valid as ever, 
from a commercial and accounting point of view. 

This is the explanation of the unusually heavy 
provision of £460,000 which has been made before 
arriving at the group trading profit, and which, 
with amounts set aside in previous years, brings the 
total of such provisions to just over a million pounds. 
Shareholders would realize that these sums must not 


be regarded as in any sense permanent reserves but 
as an essential buffer to cover the differences which 
are bound to occur when metal prices fall, as it seemed 
eventually they must. 


Cross-factors 


Mr Ogden goes on to explain how there were thus 
two cross-factors affecting last year’s figures: on 
the one hand, the profit on metal bought on a con- 
stantly rising market, and on the other, the heavy 
provisions necessary on stocks held at the end of the 
year. It would be difficult to say to what extent the 
one offsets the other with any exactitude, but he 
thinks the final figure of net profit shown may be 
taken as a fair picture of the overall manufacturing 
result. 

With the Inland Revenue authorities no longer 
accepting the base stock method of valuation, these 
stock provisions would have normally meant an 
abnormally heavy tax charge by camparison with the 
figure of net profit shown in the accounts. Fortunately, 
the existing provision for future taxation proved to 
be in excess of requirements and £175,000 has 
accordingly been transferred from it to help to meet 
the additional tax involved. The result is that the 
debit in the accounts is not greatly in excess of the 
normal tax charge on the profits as shown. 

Mr Ogden points out that as and when these stock 
provisions are drawn on, the company will obtain 
corresponding tax relief, for which no credit has so 
far been taken in the accounts. 


. Locked op Capital 
Apart from the effect of the rise in metal prices on 


Sara dée and the greatly increased amount of 
capital it has involved locking up in stock and bgok was» - 


debts, there is the further point that any prolonged 
continuance of the present high price of copper may 
likely prejudice the industry by compelling users to 
seek a cheaper medium for their products. 

It ig a matter, says Mr Ogden, of which the direc- 
tors have by no means been unmindful. Active steps 
have already been taken to broaden the basis of the 
group’s activities by extending them to entirely fresh 
fields of production. Such changes, however, take 
time to become fully remunerative, and he hopes that 
copper will soon settle down at a more reasonable 
price level so that there may be no serious diversion 
of business into other channels. 


Money Market 
Heavy outside competition continues for Treasury 
bills. Applications on April 6th totalled £408,250,000 
for the £280 million offered. At a maintained bid of 
£98 14s 2d the market obtained 58 per cent of 
requirements with the average rate at £5 35 5°55d 
per cent. This week’s offer is £240 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


“The British Exchange Control System’ 


Sm, — I refer to the lucid and concise address by 
Mr F. D, Forgan delivered to the London and 
District Society of Chartered Accountants and 
published in your issue of March roth. 

Mr Forgan referred to the designation of bank 
accounts as ‘resident’, ‘non-resident’ or ‘American’, 
depending upon the accounts-holder’s country of 
residence. 

I believe that Mr Forgan’s statement requires 
qualifying. A person may be in the U.S.A. (or any 
other country) for an unspecified number of years 
and still hold a ‘resident’s’ account in the United 
Kingdom. No change will be made in the designation 
of his account until he notifies his bank that he has 
‘emigrated’ or has become a permanent resident in his 
new country. Yours faithfully, 

Epsom, Surrey. ` F. WARBURTON. 
{Mr Forgan writes: Time did not permit me to deal 
exhaustively, in my lecture, with the rules regarding 
residence, and your correspondent is correct in that 
the mere fact of living in a foreign country does not 
constitute residence therein for exchange ‘control 
purposes. ‘The authorities must be satisfied that it is 
the intention of the account-holder to reside per- 
SE in the country of his abode 


‘Pensions and Income Tax’ 


Sir, — The charging rules for pensions were. analysed 
in an article by Mr Peter Whitworth in your issue 
of March 24th. He argued that these rules ate-anoma- 
lous and, in particular, that according to the wording 
of the Income Tax Act, 1952, sub-paragraph (b) of 
paragraph 1 of Schedule D cannot apply to pensions. 

[he soundness of the argument put forward 
depends upon the validity of the premise that 
pensions are charged to tax by paragraph 2 of 
Schedule E. This premise entails that pensions are 
caught by the delimitation in sub-paragraph V 
‘profits or gains not charged under... Schedule 
and are, therefore, excluded from its scope. 

It may be argued that this premise is false and that 
pensions are charged to tax only under the conjoint 
provisions of paragraph 2 of Schedule E and of 
paragraph 1 of 8 Schedule D. It may further be argued 
that the above-mentioned delimitation may be 
construed ‘profits or gains not charged under the 
provisions of Schedule E’. If these arguments are 
both valid the anomaly is resolved. 

Pensions are charged under complementary pro- 
visions in both Schedule E and Schedule D, they 
are not, therefore, charged under the provisions of 
Schedule E so as-to be caught by the delimita- 
tion of sub-paragraph (5). Consequently this sub- 
paragraph prima facie applies to them, so that theré 
is no need to consider whether they. might be charged 


to tax by sub-paragraph (a); consequently the proviso 
to the paragraph prohibits the charging of pensions 
under Schedule D and the complementary section in 
paragraph 2 of Schedule E charges them to tax under 
that schedule. | 

Pensions are, on this view, chargeable under 
Schedule E because they are not charged under the 


provisions of that schedule! Yours faithfully, 
Liverpool, 13. E. J. WILLCOX. 


[Mr Whitworth writes: It is not quite accurate to 
attribute to me a statement that ‘sub-paragraph (b) of ` 
Schedule D cannot apply to pensions’. The point I 
was making was that a pension is not within sub- 
paragraph (b) unless it is ‘charged under Schedule E 
while (if we assume that it is not within sub-paragraph 
(oi) it cannot be within Schedule E unless it is within 
sub-paragraph (b). There is thus an inextricable circle 
which has to be broken. 

Mr Willcox argues, in effect, that there is not in 
any case an inextricable circle, because even if a pension 
actually suffers Schedule E tax it is still not ‘charged 
under Schedule E’. Falling as it does within paragraph 
2 of Schedule E which incorporates the Schedule D 
charging rule, it is charged ‘only under the conjoint 
provisions of paragraph 2 of Schedule E and of para- 
graph 1 of Schedule D’. If. this is right it seems to 
involve the necessary consequence that the vast major- 
ity of earned incomes which bear tax under Schedule E 
are not ‘charged under Schedule. E’. It also seems to 
involve the consequence that there is no income 
‘charged under Schedule B’ within the meaning of 
sub-paragraph (b), for the charging rule of Schedule B 
Tri by reference, the charging rule of Sched- 

e 

My own view is that once part of the Schedule D 
charging rule is. incorporated, by reference, in the 
Schedule E charging rule, it is just as much a part of 
Schedule E (or the provisions of Schedule E) as 
Schedule DJ]. ` 


Two interesting Problems 


Sir, — Herewith two problems that may be of interest 
to your readers: 


Problem No. xz. An accountant is marooned on an 
island which contains two tribes. The members of 
both tribes look exactly alike, but the members of one 
always tell the truth, while the members of the other 
always tell lies. Working through the ‘island the 
accountant comes to a forked path. One path leads to a 
dangerous precipice where the accountant may lose 
his life. The other leads to a village where the account- 
ant will obtain help and succour. At the fork there are 
two tribesmen. They may both belong to the same 
tribe. Alternatively, one may belong to one tribe and 
the other may belong to the second tribe. 

The accountant is only allowed to ask two questions, 
e each tribesman, in order to ascertain the correct 
pat 

The problem is what are the two questions? 

Problem No. 2. There are twelve balls which look 
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exactly alike and are indistinguishable one from 
another. One ball is faulty and is slightly heavier or 
slightly lighter than the other eleven. A pair of scales 
is provided with which to weigh the balls. The prob- 
lem is to ascertain the faulty ball and to say whether 
it is lighter or heavier than the others. The scales may 
not, however, be employed more than three times, 
` ie. there can only be three attempts to weigh some or 
all of the balls. Each time that the number of balls on 


the scales is changed, e.g. by adding balls or taking ` 


them away, constitutes a separate attempt. 
Yours faithfully, 
London, WT. M STRIKER. 


Illuminated Certificate of Incorporation? 


= Sm,-May I air a somewhat unusual grievance 
through your columns? 
The certificate of incorporation of a limited com- 
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pany is really a birth certificate and is sometimes 

ded as a document of historical and sentimental 
a particularly by the proprietors of the small 
family business. Could not an artist be commissioned 


‘to design these certificates in a more pleasing and 


impressive style? 

To the business man, and certainly to the profes- 
sional accountant, life nowadays seems to be engulfed 
in a mass of offensive looking forms and bits of paper. 
The certificate of incorporation is no exception to this 
but unfortunately it usually remains in full view 
possibly to the end of the company’s life. Professional 
offices, as the years go by, generally acquire on their 
walls a dismal row of these dreary documents. 

What a pity when they could be put right so easily 
and inexpensively. Yours faithfully, 

London, Wọ. DAVID REID. 


TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


CIR v. David C. MacDonald & Company 


In the Court of Session (Inner Hause) ~ 
December 8th, 1955 


(Before THe Lorp Presipent (Lord CLYDE), Lord 
CaRMONT, Lord RUSSELL and Lord Gong? 
Income tax — Termination of agency — Sum received in 
consideration therefor — Whe a trading receipt — 

Income Tax Act, 1952, Schedule D, Case I. 

A contract was made between one M. and C. Ltd, 
under which the company agreed to pay M. a com- 
mission on orders obtained by him. The agreement 
was terminable by one year’s notice. Later the 
respondents acquired and carried on the business 
previously operated by M., including the agreement 
with C. Ltd. 

On December 31st, 1951, C. Ltd informed the 
respondents that they would cease to represent the 
company from that day onwards; and that no com- 
mission would be payable on goods delivered after 
that date. The respondents threatened to take pro- 
ceedings to enforce payment by the company of a 
sum representing one year’s commission in lieu of 
notice, and also for commission on orders received 
but not completed by December 31st, 1951. After 
negotiations the respondents eventually agreed to 
accept {1,000 in settlement of their claim. The 
amounts of commission received by the respondents 
under the agency agreement formed a very material 
part of the commission side of their business. They 
also carried on the business of selling castings and 
other products. 

The General Commissioners decided that the 
£1,000 was a capital receipt. 

Held, that the General Commissioners had not 
found facts which justified the inference that the 
£1,000 was a capital receipt and that on the facts it 
was taxable. 


CIR v. David Mclitttosh as 
Curator Bonis for Stanley James McMillan 


In the Court of Session (Inner House) 
December 8th, 1955 


(Before Tue Lord PRESIDENT (Lord CLYDE), Lord 
CarRMONT, Lord RusseLL and Lord SORN 
Surtax — Curator bonis for tncapax — Curator’s 
commission — Auditor's fee — Whether deductible in 
computing total income — Trusts Act, 1884 — Trusts 
Scotland) Amendment Act, 1834, Section 2 - 

Factors (Scotland) Act, 1889, Section 13 — 
Trusts (Scotland) Act, 1921, Section 2 — Conveyancing 
(Scotland) Act, 1938, Section I. 

The respondent was appointed by the Court to 
be the curator bonis of an incapax. The gross income 
of the estate for the year in question was £2,501, and 
in the accounts submitted by the curator bonis, ‘and ~~ 
approved by the Accountant of Court, two items 
were charged as expenses of administration: (1) the 
curator’s commission on income collected, (2) the 
Accountant of Court’s fee as auditor. These two 
items amounted to £89 2s 6d. The curator was 
assessed to surtax on the sum of £2,501, but he 
contended that the amount assessed should have 
been £2,339, which was the amount left after sub- 
tracting from the {£2,501 an amount of £162 repre- 
senting the £89 2s 6d grossed up. 

The Special Commissioners decided in favour of 
the respondent on the ground that he was a trustee 
administering an estate as a trust within Section 2 of 
the Trusts (Scotland) Act, 1921, and that the incapax 
had been divested of his title to his estate. 

Held, that the title of the incapax had not devolved 
upon the respondent; that the respondent was vested 
only with the management of the estate; and that 
fothing was deductible for surtax ea in respect 
of the two items in question. 


alee 
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Aitken v. Aitken and CIR 


In the Court of Session (Inner House) 
December gth, 1955 


(Before THe Lorp Presment (Lord Crypg), Lord . 


CaRMONT, Lord RUSSELL and Lord SORN 


Income tax — Child allowance — Apportionment of 
allowance — Whether husband entitled to apportioned 
part — Income Tax Act, 1952, Section 213 (3). 

The husband and the wife were married in 1939, 
and had five children. For some years the husband 
carried on a public house business, but in 1947 he 
_ transferred the business to his wife as a gift. In 
December 1949, they separated, and the wife and the 
children left the family home. The husband refused 
to meet the costs of the children’s school fees, and 
the wife paid them herself. The husband made small 
gifts to the children. 

The General Commissioners decided that, in 
respect of the year 1949-50, the husband was entitled 
to the whole of the child allowance for the nine 
months to December 1949, and the wife did not 
appeal against that part of the decision. As respects the 
last three months, of 1949-50, and in respect of 
1950—51 and 1g51~s2 the General Commissioners 
- apportioned the child allowance as to 60 per cent to 
the mother and 40 per cent to the father. The wife 
contended that the whole of the allowance should be 
imade to her for the last three months of 1949-50 and 
for 1950-51 and 1951-52. 

Held, that the wife was bearing the whole cost of 
the maintenance of the children out of the income 
from the public house business, that ‘the business 
was her own asset, and that, therefore, she was entitled 
to the whole of the child allowance for the period 
under appeal. 


Minister of National Revenue v. 
Anaconda American Brass Limited 
In the Privy Council — December 13th, 1955 
e (Before Viscount SIMONDS, Lord OAKSEY, 
Lord Rem, Lord Kerry or AVONHOLM and 
Lord SOMERVELL OF Harrow) 
Excess profits tax — Valuation of 
Whether LIFO or FIro method to be adopted — (Canadian) 
Excess Profits Tax Act, 1940, Section 3, Schedule II. ` 


. The respondent company carried on the business 
of manufacturing sheet metal, rods and tubes. The 
prices charged by the company were closely related 
to the prices paid by it for the metals used in manu- 
facturing its products. The company had constantly 
to purchase metals, and it maintained a stock equal 
to one-third or one-quarter of its annual requirements 
of metals. The company’s records did not enable the 
actual amounts of metals used during a given account- 
ing period to be identified, or the amounts paid for 
those metals to be ascertained; but records weré kept 
of the quantities of metals (a) in its inventory at the 
beginning of the period; (b) purchased during the 
year; (c) in its inventory at the end of the period, and 
also of the prices paid for metals purchased. How- 
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ever, the prices paid-for all metals used during the 
period, and the prices paid for all metals in stock at 
the end of the period could not be ascertained. 

In 1947, when there had been large increases in the 
prices of metals used by the company, the company, 
in computing its taxable income for that year, valued 
its stock of metals by reference to the method LIFO 
or last-in-first-out, which it had used for several years 
previous for its own accounting purposes. By this 
method the cost per pound of metals most recently 
taken into stock was charged against the next sale of 
the company’s products; and the closing inventory 
for 1947 showed the trading stock as including a large 
amount of metal that had been purchased in 1936. 
In computing the amount of the assessment on the 
company for excess profits tax for 1947, the appellant 
used the method known as FIFO, or first-in-first-out; 
the basis of this method was the assumption that the 
amounts of metals used ‘during the year in question 
were those which had been longest in the company’s 
inventory. Because of the higher prices charged by 
the company in 1947 for its goods in order to cover 
the increased stock of metals, the Firo method showed 
a much higher profit than that shown by the LIFO 
method. It was conceded that in accounting the LIFO 
method was, in certain conditions, a proper and 
generally accepted method of business accountancy. 

Held, (i) that the LIFO method was not appropriate 
for income tax purposes, because for these purposes 
it was necessary to ascertain the actual values of the 
stock at the beginning and at the end of the account- 
ing period in question, and because that method 
involved the deliberate disregard of facts which could 
be ascertained, such as the facts that metals purchased 
during the last month of the period could hardly have 
been used during that period, and that so large a 
quantity of metals purchased in 1936 was unlikely to 
be still in stock in 1947; (ii) that the fact that a par- 
ticular method of accountancy was appropriate for 
business purposes was not conclusive that the same 
method should be adopted for income tax purposes. 


C.1.R. v. Barr (Henry & Galt) 
In the Court of Session (Inner House) 
December 21st, 1955 
(Before THe Lorn Presipenr (Lord CLYDE), 

Lord Carmont, Lord RUSSELL and Lord SORN) 
Income tax — Trading stock Transfer of business - 
Valuation of trading stock — Appeal procedure — 
Finance Act, 1938, Section 26. 

In 1946 the respondent sold the business of an iron- 
founder, which he had carried on under the name of 
Henry & Galt, to a Mr Reid as a going concern. The 
total price was £14,600, of which £3,000 was treated 
in the vending agreement as the price of the trading 
stock and the work in progreas. The respondent then 
ceased to trade, and the business was carried on by 
his successor under the same trade name. 

Io the accounts submitted to the Inspector of Taxes 
for the last e of his trading, the EES 


$ 
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showed the sum of £818 as the value of the closing 
trading stock and work in progress, and the amount 
of his assessment was computed accordingly. Mr 
Reid showed the opening stock and work in progress 
as {£3,000 in his accounts. Additional assessments 
were made on the respondent, and he appealed 
against them on the ground that the correct figure for 
the closing stock was {£818.and not £3,000. His appeal 
was heard by the General Commissioners. No steps 
were taken to join Mr Reid or the Inspector of ‘Taxes 
as a party to the proceedings, but Mr Reid attended 
as a witness. 


Held, that the proceedings were invalid, for Section 
26 contemplated, in a case such as this, that an oppor- 
tunity should be given to all parties concerned to be 
heard before the General Commissioners. 


Firestone Tyre & Rubber Co Ltd v. Lewellin 
In the Court of Appeal — February 13th, 1956 


(Before THe MASTER OF THE ROLLS (Lord EVERSHED), 
Lord Justice JENKINS and Lord Justice BIRKETT) 


Income tax — Assessment as agent of overseas company — 
Whether United Kingdom company agent of company 
abroad — Income Tax Act, 1952, Section 369. ` 

The appellant company was a wholly-owned 
subsidiary of an American company, ‘Akron’, and it 
carried on business in the United Kingdom in the 
manufacturing and selling of Firestone tyres in this 
country. There was an agreement between Akron 
and certain foreign distributors under which the 
distributor was given the exclusive right to sell 
Akron products in its area, and in turn agreed not to 
sell or distribute any other kindred products, and to 
keep a sufficient stock of Firestone products to meet 
the demands of the trade. The prices to be charged 
by the distributors were list prices. Akron agreed to 
deliver to the distributor against bills of exchange. 
There was also an agreement between Akron and the 
appellant company ‘for the fulfilment by the English 
company of orders obtained in Europe and elsewhere 
by the American company’. By this agreement, the 
appellant company agreed to fulfil orders for the 
European market obtained by Akron as and when 
so requested, and it was to charge Akron with the 
cost, keep 5 per cent to cover freights, and remit the 
balance to Akron. 

The course of business was that Akron supplied 
its European distributors with lists of manufacturers 
who would fulfil their orders, and one of these manu- 
facturers was the appellant company. The distributor 
sent an order to one of the listed manufacturers, 
and if the order came to the appellant company, it 
fulfilled the order in so far as it was allowed to do so 
The order was fulfilled by delivering the article free 
on board at an English port, or alongside the ship. 
The price was received by the appellant company, 
which retained the 5 per cent and held the balance to 
the use of Akron. 

The Inland Revenue made. two assessments on the 
appellant company. The first assessment was made 


THE ACCOUNTANT 


411 


on the footing that the sums received from European 
distributors were receipts of the ordinary business of 
the appellant company. The other assessment was 
made on the appellant company as an agent of Akron. 
The Special Commissioners discharged the first 
assessment, but confirmed the second. $ 

It was contended on behalf of the appellant com- 
pany, in relation to the assessment upon it as an 
agent, (1) that the course of business between the 
appellant company and Akron was a sale by the 
former to the latter; (2) that if the articles were sold 
by Akron, the contracts were not made in the 
United Kingdom and Akron was, therefore, not 
trading here; (3) that if the sales were by Akron the 
appellant company was Akron’s agent only for the 
purpose of receiving the purchase price. _ 

Held (affirming the judgment of Mr Justice 
Harman), that the appellant company was acting as 


Oe agent of Akron, and was properly assessed as such. 


Hood Barrs v. C.I.R. 


In the Court of Session (Inner House) ` 
December 21st, #955 


(Before THe Lorp Presment (Lord CLYDE), Lord 


CARMONT, Lord RUSSELL and Lord SORN) 
Income tax — Trade — Saw-muill and joinery works — 
Purchase of standing timber — Whether sums paid de- 
ductible — Income Tax Act, 1952, Schedule D, Case I. 

The appellant carried on the business of conducting 
a saw-mill and joinery works. By agreements dated 
September 30th, 1947, and September joth, 1948, 
he agreed to buy from a company the growing timber 
specified in the contracts for £24,275 and £24,900 
respectively, and he duly paid those sums to the 
company. Under the agreements the appellant was 
enabled to select which trees he would take, upto a 
specified number of each type of tree, and in the case 
of one agreement, of a specified average size. No time 
limit was set to the operation of either of the agree - 
ments. The appellant was-a shareholder and director - 
of the vendor company. 

The appellant appealed to the General Commis- 
sioners against assessment for 1947-48 to 1951-52, 
and contended that the {£24,275 and the £24,900 
were sums paid for the purchase of trading stock and 
were, therefore, deductible in computing his profits 
for tax purposes. 

The General Commissioners decided to uphold 
the assessments appealed against. They afterwards 
informed the parties that this decision was merely 
one of principle, and that they had decided that the 
two sums in question were capital payments. In an 
appeal by the appellant to the Court of Session the 
Court remitted the stated case to the General Com- 
missioners to make further findings of the facts upon 
which they had arrived at their decision. The General 
Commissioners issued what were described as further 
findings, and later they issued other findings in 
‘clarification of and to be read in conjunction with’ 
the original findings. These two sets of findings were 
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issued. without the parties having been further heard. 
The General Commissioners did not alter their 
original decision. 

Held, that the General Commissioners’ finding 
that the two sums in question were capital items was 
well founded, and that there was nothing in their 
subsequent findings to modify that conclusion. 


In re Wrightson’s Policies 
In the Court of Appeal — February 21st, 1956 
(Before THe MASTER OF THE ROLLS (Lord Eversuep), 

Lord Justice Birkerr and Lord Justice ROMER) 
Estate duty — Insurance policies ~ Policies settled — 
Date when interest tn policies arose — Whether tnterest 
in possession tn setilor’s lifetime — Finance Act, 1894, 
Section 2 (1) (d). 

By a settlement deed made in 1932, four life assur- 
ance policies on the life of the settlor were assigned 
to the trustees, who were directed to receive the 
policy moneys and to divide them into six equal 
parts. Three parts were to be paid over to the trustees 
of another settlemept, the Neasham Hall settlement, 
and were to be held by those trustees as capital 
moneys under that settlement. Each of the other 
three parts was to be invested, and the income applied 
for the benefit of the settlor’s three younger sons 
respectively. Subject to these provisions the policy 
moneys were to be dealt with as if they were capital 
moneys under the. Neasham Hall settlement. 

Clause 2 of the 1932 settlement was worded as 
follows: 

“The trustees shall receive all moneys assured 

-by or becoming payable under the said policies 

on maturity (hereinafter called “the trust fund’’) 
and shall divide the same into six equal parts.’ 

Clause 3 was the clause directing the payment of 

three parts of the policy moneys to the trustees of 

the Neasham Hall settlement, and that clause began 


- ~as follows: 
‘The trustees shall pay three equal sixth parts of - 


the trust fund to the persons who shall then be the 

trustees for the purposes of the Settled Land Act, 

1925, of a settlement... ? 
namely, the Neasham Hall settlement; and those 
trustees were to hold the policy moneys on the trusts 
limitations and powers affecting the Neasham Hall 
estate ‘or such of the same trusts limitations and 
powers as shall then be subsisting and capable of 

effect’. 

The settlor died on January 7th, 1950, and his 
four sons survived him. The four policies were fully- 
paid policies insuring the settlor’s life to the extent 
of £17,000 with profits. On the death of the settlor, 
the policy moneys were got in by the then sole 
trustee of the 1932 settlement, and the amount thus 
received was £22,380 165 od. 

It was contended by the Inland Revenue that 


estate duty was payable, under Section 2 (1) (d) of the e 


Finance Act, 1894, on the value of the life interests 
of the four sons in the policy moneys. 
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Held, that the principle upon which the case of 
In re Barbour’s Policies was decided applied also to 
the present case; and that liability to estate duty arose. 


In re Barbour’s Policies 
In the Court of Appeal — February 21st, 1956 


(Before Tue MASTER OF THE ROLLS (Lord EversHep), 
Lord Justice Brrxetr and Lord Justice Romer) 


Estate duty — Insurance policies — Polictes settled — 
Date when interest in policies arose ~ Whether interest 
in possession during settlor’s lifetime — Finance Act, 
1894, Sections 2 (I) (d), 5 (3) 

. A settlor who died in 1951, domiciled in Northern 
Ireland, made a settlement, and among the settled 
assets were two policies locally situate in England. At 
the date of the settlement, the policies were already 
fully paid. The policies provided for the transfer to 
the policy-holder of two 4 per cent Victory Bonds of 
£5,000 each; and if either of the bonds were drawn 
during the currency of the policy, a certain sum in 
cash was to be paid to the assured or his assi 
forthwith, and there was to be a reduction of the 
amount of Victory Bonds payable on maturity. The 
other policy assured the sum of £7,000, and it was a 
single premium policy. 

By the settlement these two (and other) policies 
were transferred to the trustee together with a sum of 
£12,000. After making provision for certain out- 
goings the trustee was to accumulate the trust income 
until June 30th, 1942, and was then to pay the income 
of the trust fund and of the accumulations to the 
settlor’s son for life. The corpus of the trust fund 
was to go to the son’s own sons. On failure of these 
trusts, the settlor’s nephew and his issue were to take 
corresponding interest, and on failure of that trust 
there were similar trusts in favour of another nephew 
and his issue. 

The settlor’s son died in 1937 without issue, and 


after June 30th, 1942, the trust income was paid to the 


first nephew. On the death of the settlor in 1951 
Victory Bonds and cash to the extent of £19,753 2s 
were received by the trustee pursuant to the two 
policies. One of the Victory Bonds had been drawn 
in the settlor’s lifetime, and the proceeds had been 
received by the trustee and invested and the income 
paid to the nephew. 

It was contended for the respondent that the 
interest of the nephew in the policies arose during 
the settlor’s lifetime; that the case was governed by 
the decision in D’ Avigdor-Goldsmd v. CJR: and 
that no estate duty was payable in respect of the 
policies on the occasion of the settlor’s death. It was 
contended on behalf of the Inland Revenue that no 
interest in the policies arose to the nephew until the 
settlor’s death. 

Held (reversing the judgment of Mr Justice 
Harman, Lord Justice Romer dissenting), that the 
nephew did not have an interest in possession prior 
to the date of.the settlor’s death; and that estate duty 
was payable in respect of the policies. 

H 
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_ THE INSTITUTE OF CHARTERED | 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, April 4th, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


Mr W. S. Carrington, President, in the chair: Mr A. S. H. 
Dicker, Vice-President; Messrs H. Garton Ash, ong, 
M.C, W. L. Barrows, Sir Harold Barton, Mr T. A. 
Hamilton Baynes, Sir Bernhard Binder, Messrs J. Blakey, 
C. W. Boyce, c.3.z., W. G. Campbell, P. F. Carpenter, 
D. A. Clarke, E. C. Corton, W. G. Densem, W. W, Fea, 
G. R. Freeman, Sir Harold Gillett, m.c., Messrs D F. 
Granger, W. H. Lawson, C.B.E., R. P. Leech, M.B.E., T.D., 
R. McNeil, S. J. Pears, C. U. Peat, m.c., P. M. Rees, M.C., 
P. V. Roberts, L. W. Robson, Sir Thomas Robson, M.B.8., 
Messrs Gilbert D. Shepherd, M.B.E, K: G. Shuttleworth, 
B. Smallpeice, E. D. Taylor, A. D. Walker, M. Wheatley 
Jones, E. F. G. Whinney, R. P. Winter, M.C., T.D., with the 
Secretary and Assistant Secretaries. 


Election to the Council 
Mr Joseph Howard Bell, B.A., F.C.A., Manchester, was 
elected a member of the Council to fill the vacancy 
caused by the resignation of Mr E. Gordon Turner, 
M.C., F.C.A., Manchester. 


Re-admission 


Two applications for re-admission to membership 
were acceded to. 


Exemption from the Preliminary Examination 


Five applications under bye-law 79, for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Eight applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Annual Report and Accounts for 1955 


The annual report of the Council and the accounts of 
the Institute for the year 1955 were approved for issue 
to members of the Institute. 


Exemption from the Intermediate Examination 


Five applications under bye-law 85 (6) for exemption 
from the Intermediate examination were acceded to, 
and one application was not acceded to. 

One application under bye-law 63 for exemption 
from the Intermediate examination was not acceded to. 


Articled Clerks: Industrial Experience 


Two applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to and one application was 
not acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to four applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications, 


Final Examination 


One application under bye-law 86 from an articled 
clerk for permission to sit an earlier Final examination 
was acceded to. 


Schedule A Maintenance and other Claims by a 
Purchaser of Property 


In a statement published in The Accountant of August 
15th, 1953, the Council drew the attention of members 
of the Institute to General Condition 24 (3) of the 
1953 edition of the Law Society’s Conditions of Sale. 
That condition was reproduced in the statement by 
permission of the Law Society, in whom the copyright 
in the Conditions of Sale is vested. The statement 


" indicated that a purchaser of property wishing to obtain 


from the vendor the information necessary for the 
purpose of a taxation claim can do so by incorporating 
General Condition 24 (3) in the contract and he can 
also include a question on the matter in his inquiries 
before contract. 

It has been brought to the notice of the Council that 
difficulties are being encountered as a result of General 
Condition 24 (3) not being included in the contract. 
The Council has approached the Law Society with the 
result that a statement in the following terms has been , 
published in the April 1956 issue of The Law Society's 
Gazette: 


‘It is understood that purchasers who wish to make 
Schedule A maintenance claims or claims for tax allow- 
ances in respect of expenditure on premises are sometimes 
hampered in been, the necessary particulars because 
when the purchaser bought the property the contract 
of sale did not contain, either EE or by reference, a 
clause on the lines of General Condition 24 (3) of The 
Law Society’s Conditions of Sale, 1953. That condition 
provides that the vendor shall, at the request and cost of 
the purchaser or his solicitors, supply him or them with 
such information as may be in the vendor’s possession 
and as the purchaser or his solicitors may reasonably 
require for the purpose of preparing or completing a 
claim to any tax relief or allowance granted by the 
Income Tax Act, 1952, or any other statute or for ascer- 
taining the purchaser’s liability to income tax. 

‘While recognizing that there may be occasions on 
which a vendor is not prepared to agree to the inclusion 
of such a clause in the contract the Council, who have 
been approached on this matter by the Institute of 

Chartered Accountants in England and Wales, wish to 
draw the profession’s attention to the desirability of 
normally including such a clause either expressly or by 
reference in the contract of sale.’ 
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Certificates of Practice 


It was resolved: 

‘That certificates of practice be one to the follow- 
ing seventeen associates who have commenced to 
practise: 

Ashcroft, William Donald; SC A.C.A.; 118 Byron Hill 
Road, Harrow-on-the- iddlesex 

Faulkner, John Oliver; EE A CA (*Monahan & Co), 
34 Regent Circus, 11 Victoria Road, and 26 Commercial 
Road, Swindon, and at Chi ppenham. 

Grinsted, Peter Meredith; 1951, A.C.A.; (Edmonds & Co), 
32 Holyrood Street, N rt, Isle of Wight; (for other 
towns see Edmonds & Co). 

Hesse, John Gerard George; 1951, A.C.A.; (Cox & Furse), 
21 Bennett’s Hill, Birmingham, 2 

Jones, Arthur Denis; 1948, A. CAS (McAllen, Cowan & 
Simpson), 82 and 84 Prince of Wales Road, Norwich, and 
at Diss and Stowmarket. 

Mama, Sorab Gustasp; 1950, A.C.A.; 56 Moorgate, London, 
EC2, and at Selsdon. 

Mawdsley, Arundel James Basil; 1953, A CA: (*Jobn Tait 
EE ol, Bank Chambers, 8 Church Street, St Helens, 


Morris, Arthur Cyril; 1954, A CA: (Sanders, Millichamp & 
Co), 6 Waterloo Road, Wolverhampton. 

Pickavance, Alan Hamilton; 1952, A.C.A.; (*John Tait & 
Co), Bank Chambers, 8 Church Street, St Helens, Lancs. 

Scovil, Southmayde Samuel: 1954, A.C. A. 28 Eaton Place, 
London, SW1. 

Shirley-Beavan, Michael; 1951, A.C.A.; (*Binder, Hamlyn 
& Co), 131 Queen Victoria Street, London, EC4, and at 
Manchester, Melbourne and Gë dney, 

Smith, George Wilfred; 1939, A. Aa (A. T. Aspin}& Co), 
67 Lord Street, Liverpool, 2. 

Sutton, George James Read; 1935, A.C.A; 48 Briarfield 
Road, Gosforth, Newcastle upon Tyne, 3. 

Thorne, Maurice Henry Jobn; 1956, A.C.A.; (Sturges, 
Fraser, Cave & Co), 1 Guildhall Chambers, 31-34 
Basinghall Street, London, EC2, and at Godalming and 
Kingston upon Thames. 

Williams, eee i950 A.C.A.; 20 Greenwich Drive North, 
Kingsway, Derby. 

Withers, Howard Marshall; 1954, A.C.A.; (Withers & 
Co), The Gap, White Rock Road, Hastings. 

_ Wolchover, Jack; 1956, A.C.A.; (Freeman, Wolchover & 

, Town Hall Chambers, 374 Old Street, London, ECr, 
and at Edgware. 

L 

Elections to Fellowship 

It was resolved: 

(a) That sixteen associates be elected to fellow- 
ship under clause 6 of the supplemental Charter 
(bye-law 31). 

(bY That one associate be elected to fellowship under 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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clauses 6 and 31 of the supplemental Charter (bye-law 


31). 
(c) That one Associate be elected to fellowship under 
clause 9 of the supplemental a (bye-law 37). 


Admission as ee 


It was resolved: 

That six applicants be admitted as associates under 
clause 5 of the supplemental Charter (bye-law 31). 

A list of those who complete their fellowship or 
membership before April 17th, will appear in The 
Accountant of April 21st. 


Registration of Articles 


The Secretary reported that 109 articles of clerkship 
were registered during the month of March 1956 as 
compared with 79 in March 1955, making a total of 
400 since January Ist, 1956, as compared we 356 
for the same period in 1955. 


Changes of Name 


The Secretary reported that the following changes of 
name have been made in the Institute records: 


Bernard Michael Cohen to Bernard Michael Collins. 
Howard Swindell to Howard Hill. 
Andrzej Jakubowski to Andrew Jackson. 


Resignations 


The Council accepted the resignation from membership 
of the Institute of: 


Mr Harry Cockcroft, a.c.a., Croydon, 
„ James Henry Goodwin, F.C.A., Teignmouth. 
», William Stratford Piper, F. CA, Guildford. 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the death of the following members: 


Mr Clifford Scarnell Brison, F.c.a., New York. 
„ Ernest George Davies, F.c.a., Lymington. 
„» Edward Alexander Gardner, A.C.A., Preston. 
„ Harry Colton Haines, F.C.A., Putney. 
» Frederick Johnson, A.C.A., Los Angeles. 
~ fe Rupert Arfryn Jones, F.C.A., Lewes. 
Henry John King, F.C.A., Gravesend. 
SS ” Horace William Pearce, F.C. A., Portamouth. 
„» Donald Pearson, A.C.A., Notting ham. 
»» James Varnham Read, A.C.A., Landon. 
» Harry Sacks, A.C.A., London. 
„ Joshua Bew Scholefield, A.C.A:, Los Angeles. 
„ Stanley George Smith, A.C.A., "Brixham. 
», Harold Fred Symes, A.C.A., Exeter. 
, Francis Ernest Whitehead, F.c.a., London. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute tn recent weeks 
by purchase and gifts are the following: 


The Law ‘of Contract; by G. C. Cheshire and C. H. S. 
Fifoot. 4th edition. 1956. (Butterworth, 475 6d.) 

The Principles of Modern Book-keeping; by W. R. 
Hamilton, F.c.a. 3rd edition by B. J. Davis, F.c.a. 1956. 
(Gee & Co, ros.) . 

Standard Costing: an introduction to the accounting 
processes. (Institute of Chartered Accountants). 1956. 
(I.C.A, 7s 6d.) 

The Legal Aspects of Business; by H. R. Light. 4th edition. 
1955. (Pitman, rer) 


Report Writing for Accountants; by Jennie M. Palen. 
Englewood Cliffs, U.S.A. 1955. (Prentice Hall, 745.) 
Phillips’ Probate and Estate Duty Practice; by E. A. Phillips. 
sth edition by D. C. Sealy-Jones. 1956. (Solicitors’ 

Law Stationery Society, 55s.) 

General Financial Know edge: by E. M. Taylor, F.c.a., and 
C. L. Lawton, A.C.A. 6th edition by E. M. Taylor, F.C.A., 
and A. H. Coles. 1956. (Textbooks, 20s.} 

Foreign Trade and Foreign Exchange: their Fae de and 
EE by L. E. Walton. 1956. (Macdonald & 
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SIXTH ANNUAL TAXATION CONFERENCE 
Edinburgh, September 28th to October Ist, 1956 


The sixth annual conference to be organized by our 
contemporary Taxation is to be held in Edinburgh in 
the autumn, from Friday afternoon, September 28th, 
to Monday afternoon, October 1st. 

As in previous years, the conference will be under 
the chairmanship of Mr Ronald Staples, Founder- 
Editor of Taxation, and will be open to members of 
the accountancy and legal professions and to account- 
ants in industry and commerce. 

In addition to the several business sessions dealing 
with various aspects of taxation, an interesting 
programme of social events has been arranged, with 
special attractions for the lady visitors. The provisional 
programme is outlined below; it promises a week-end 
both instructive and enjoyable. 


Provisional Programme 


Friday afternoon, September 28th 
-Short inaugural address by the conference chairman, 
followed by a civic welcome by the Lord Provost of 
Edinburgh, Sir John Banks, cns, J.P. It is hoped that 
lady visitors will attend these events. 

Address by Mr H. Barton, c.B.z., on ‘Interpretation 
of the Income Tax Acts’. 


Chairman: Mr Ian W. Macdonald, GA. 


| Friday evening 

Civic reception and dance to be given by the Lord 
Provost of Edinburgh, Sir John Banks, C.B.E., J.P., in 
the Assembly Rooms, to which all members and their 
ladies will be invited. 


Saturday morning, September 29th 
Open Forum. 
Questionmaster: The conference chairman. 


Panel: Mr H. A. R. J. Wilson, F.C.A., Saa. 
Mr Gerald S. Hamilton, a.c.a.. Mr J. M. Cooper, 
A.A.C.C.A., A.C.L8., A. N. Other. 


For the ladies: 


Messra Jenners of Princes Street, Edinburgh, have 
kindly agreed to present a special mannequin parade in 
the Adam Suite at The George Hotel, for the ladies 
attending the conference. 


~ Saturday afternoon 
Address by Mr James S. Heaton, 
‘Schedule E expenses’, 

Chairman: Sir Richard Yeabsley, C.B.E., F.S.A.A. 


Address on ‘Recent legislation’. Speaker to be 
announced. 


_ Chairman: The Rt. Hon. Lord Latham, J.P., 
F.A.C.C.A. 


F.S.A.A., on 


Saturday evening 


Reception (dance, entertainment and buffet supper) 
given by the Editor of Taxation in the Assembly Rooms 
to which all members and their ladies will be invited. 


Sunday mormng, September 30th 

A church service for conference members and their 
ladies at St Giles Cathedral. 

A special eighteen-hole medal round golf competition 
for the Taxation Challenge Cup will take place over 


the Prestongrange Course of The Royal Musselburgh 
Golf Club. 


Monday morning, October Ist 
Address by Mr R. A. Snook on ‘Relationship between 
Inland Revenue and practitioners’. 

Chairman: Mr R. W. Stanton, c.s.£. 
Address by Mr S. Paul Chambers, C.B., C.I.E., on 
“Taxation and industry’. 

Chairman: Sir Bruce Wycherley, M.C., F.C.1.8. 


For the ladies: 

A coach tour of some of the beauty spots around 
Edinburgh, including the Forth Bridge and Linlithgow 
Palace. 


Monday afternoon 
Address by Mr Percy F. Hughes, A.3.A4.A., F.C.1.8., on 
‘Surtax on companies’. 


Chairman: Sir Ian F. C. Bolton, Bt., O.B.E., HALL 
LL.D., C.A., J.P. 


Special Facilities a 


Special facilities will be granted to all members of the 
conference by the City of Edinburgh. 

Special travel arrangements are being undertaken 
this year by Messrs Dean & Dawson and it would be 
most helpful to the organizers if those who wish to 
have travel reservations made for them, from or via 
London, would notify the conference secretary at the 
earliest opportunity. 


Registration 


Readers wishing to attend the conference are urged 
to make early application for registration as numbers 
have to be restricted. There is a nominal conference 
fee of £1 1s od, but no further charge whatsoever will 
be made and all social functions including tours etc. 
will be free. These who attend will only be required 
to pay for their hotel accommodation. A registration 
fotm and list of hotels may be obtained from the 
conference secretary, Mr Frank E. Lyndon, 98 Park- 
Street, London, W1. 
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MUNSTER SOCIETY 
OF CHARTERED ACCOUNTANTS 
FIRST ANNUAL DINNER 


The Munster Society of Chartered Accountants, 
which was formed m 1953 under the auspices of The 
Institute of Chartered Accountants in Ireland, held 
its first annual dinner on SE sth at The Metropole 
Hotel, Cork. 

Mr W. H. O’Donnell, B.COMM., F.C.A., Chairman of 
the Society, presided, and with Mr F. Cleland, F.C.A,, 
President of The Institute of Chartered Accountants in 
Ireland, received the members and guests who included 
Alderman P. McGrath, T.D., Lord Mayor of Cork; 
Alderman G. E. Russell, Mayor of Limerick; Mr G. F. 
Klingner, F.c.A., Vice-President of the Irish Institute; 
Mr Frank Jacob, President of the Federated Union of 
Employers, Cork Branch; and 


Measrs A. E. Dawson, F.C.A. (member of the Council of the 
Institute); R. E McClure, M.B.E., F.C.A. (Chairman, Belfast 
Sectety of Chartered Accountants and member of the Council 
of the Institute); J. O’Connor, F.C.A. (Vice-Chairman of the 
Munster Society and President, Cork Chamber of Commerce); 
R. P. F. Olden, F.c.a. member of the Council of the Institute 
and Past Chairman, Munster Society). 

Messrs W. Stuart Orr, B.A., LL.B., A.C.A. (Secretary of the 
Institute); H. Stevenson, F.C.A. (oint Secretary (Belfast) of 
the Institute); J. M. Sutton (Chairman, Associ ers 
of Commerce of Ireland); and G, L. M. Wheeler, F.C.A., 
A.C.1.8. (Chairman, Dublin Society of Chartered Accountants). 


The toast of ‘The City of Cork’ was proposed by 
Mr O’Donnell who referred to the high standard of 
achievement set by. Cork in the field of industry. A 
climate had been established in Cork, he said, where 
industry thrived, where a growing and experienced 
work force was available and where investment in Cork 
enterprise was provided, not alone by its citizens, but 
was attracted from outside interests. Alderman Mc- 
Grath responded to the toast. 


The Youngest District Society 


Mr Frank Jacob proposed the toast of “The Institute 
of Chartered Accountants in Ireland’, and Mr 
Cleland, in reply, said that the Munster Society was 
the youngest of the three district societies, and 
despite the fact that it had a comparatively small 
membership and some of the members had a long 
distance to travel, it had shown every sign of youthful 
vigour. The strength of any district society, he added, 
lay not in its numbers so much as in the enthusiasm 
and interest of its members, and the stronger the dis- 
trict societies the stronger the Institute. 

The toast of “The Guests’ was proposed by Mr 
O’Connor and Alderman Russell responded. 


THE SOUTH OF ENGLAND DISTRICT SOCIETY 
OF INCORPORATED ACCOUNTANTS 
SIMPLIFICATION OF THE FINANCE ACTS 


The annual dinner of The South of England District 
Society of Incorporated Accountants was held at 
The Royal Beach Hotel, Southsea, on April 6th, with 
the President, Mr B. A. Apps, A.S.A.A., in the chair. 

Nearly one hundred members and guests attended 
and among those present were Councillor G. A. Day, 
J.P., Lord Mayor of Portsmouth; Mr Bertram Nelson, 
C.B.E., F.S.A.A., J.P., President of The Society of Incor- 
‘porated Accountants; The Hon. Mr Justice Donovan; 
Mr A. C. West, opp, Chief Constable of Portsmouth; 
Mr F. C. Rea, Clerk to the General Commissioners of 
Income Tax; and 

Messrs V. Blanchard (Town Clerk of Portsmouth); 
e E F. Craig, 0.B.E., B S Secretary, The Soctety of 

ated Accountants); E Frank, F.c.a. (President, 
SE Eastern Society of Chartered Accountants); J. A. 
Restall, A.a.c.c.a. (President, ee Society of Certified 
and Corporate Accountants); G. P. Stevens, F.C.A. M.P., 
(Member of Parliament for Langstone Constituency), K. B. 
Tennant, F.c.w.a. (President, Hampshire Branch, Institute 
of Cost and Works Accountants); The Rev. B. Thompson 
(President, Rotary Club of Portsmouth and Southsea). 

The toast of ‘The Society of Incorporated Account- 
ants’ was proposed by Mr Justice Donovan who s des i 
of the time when anybody who wanted to start a 
business merely acquired premises, bought stock, 


advertised his wares, and went merrily on to make his 
fortune. But alas, he said, those simple days were over 
and before a man could now sell his first packet of tea 
or switch on his first machines, he had to tread a path 
which more often than not went through a jungle where 
the paths were known only to the natives, and only 
the natives could afford the snares. (Laughter.) "There 
were Town and Country Planning restrictions, 
building restrictions, the obligations of a manufacturer 
towards neighbouring competitive traders, restrictive 
covenants, trading in partnership, limited partnership, 
limited companies, and so on. 

‘If your client emerges safely through all that and after a 
year looks back upon a bumper profit, then over the horizon 
comes the modern highwayman (laughter) wearing pin- 
striped trousers and carrying an official bag containing 
his main armament which he calls the Income Tax Act, 1952. 

‘He also has a lot of secondary guns which are called tax 
cases. (Laughter). Some of those guns can be spiked and 
some turned against him, but you must know how’. 
(Laughter.) 

It was a relief to turn from such a scene and to 
contemplate a society which did public service for the 
sake of doing it — a society such as theirs, whose object 
was to train men and to help men to see that they 
reached a required standard, and to see that those 
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standards were maintained. Their Society served the 
public by helping business people through all the 
vicissitudes that beset a commercial nation. (Applause.) 

Mr Bertram Nelson responded to the toast. He 
said that the Societ¥ was concerned with the inter- 


pretation of the law; the technique of parliamentary ` 


draftsmanship was less adequate and less clear 
than it used to be, he said, and this was particularly 
noticeable in the Finance Bills where successive 
draftsmen had been more concerned with closing 
loopholes than with setting out clearly the legal 
principles embodied. During the war there were many 
complicated .statutory instruments and the drafts- 
men put on the front of them a simple summary in 
language the layman could understand. He wished 
that could be done now with the Finance Acts. If there 
could be closer collaboration between the accountancy 
profession and the legal profession something could 
be done to simplify many of the legal technicalities 
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which beset the laymen. There was a great need for 
the reform of forms used in the ordinary course of 
legal procedure. He added that he would like to see 
a joint body of lawyers and accountants working 
together in common fields of interest. 


The profession, he said, was happy in its relations 
with the legal profession and those relations had been 
greatly extended by the kindness shown to them by 
Mr Justice Donovan in proposing the toast. (Applause.) 


Mr Apps proposed the toast of “The City of Ports- 
mouth’ and the Lord Mayor responded, saying that 
it was his desire to see Portsmouth a better and grander 
place with more and larger hotels. 


The toast of ‘Our Guests’ was proposed by Mr 
G. L. Ratcliffe, F.s.a.A., Vice-President of the District 
Society, who expressed the appreciation of the 
Society for all the work done by the civic authorities. 
Mr West and Mr Rea responded. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 

in England and Wales 
ANNUAL MEETING 
The annual meeting of The Institute of Chartered 
Accountants in England and Wales will be held at 
the Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London, EC2, on Wednesday, May 
2nd, at 2 p.m. 


Personal 


Messrs JOHN Gorpon, WALTON & Co, Chartered 
Accountants, of 7 South Parade, Leeds, 1, announce 
that they have admitted into partnership as from 
April rst, 1956, Mr IAN H. M.. ROBINSON, A.C.A., 
who has been a member of their staff for a number of 
years. 

Messrs JAMES WATSON & Son, Chartered Account- 
ants, of Lloyds Bank Chambers, Lowther Street, 
Carlisle, announce that Mr R. DoucLas THOMLINSON, 
A.C.A., has been admitted into partnership as from 
April 6th, 1956. The name of the firm will remain 
unchanged. 

Mr H. F. ADAMS, A.C.A., hitherto practising as 
H. F. Apams & Co, at 87 Edmund Street, Birmingham, 
announces that as from January ist, 1956, he has 
taken into partnership Mr Jonn T. CHAMBERLAIN, 
A.C.A., and Mr GEORGE A. CLIFFORD, F.c.A. The 
name of the firm will remain unchanged, but the 
address is now Dilworth House, 190 Broad Street, 
Birmingham 15. 

Messrs C. E. NEVILLE & Co, Chartered Account- 
ants, of Standard House, 52-54 Gray’s Inn Road, 
High Holborn, London, WC1, announce, that, as 
from April rst, 1956, Mr PETER ALFRED BIGG, A.C.A., 
has been admitted into partnership. l 

Messrs G. Dixey & Co, Chartered Accountants, 
of ga Sackville Street, London, Wx, announce that, 
as from April 1st, 1956, Mr Perer WILLIAM MAKINGS, 
A.C.A., has been admitted into partnership. The name 
of the firm will remain unchanged. 


$ 


- Messrs R. R. PRESTON & Son, Chartered Account- 
ants, of g New Street, Leicester, announce that owing 
to advancing years, Mr SHIRLEY ALLEN, F.C.A. has 
decided to retire from practice after fifty-seven years’ 
association with the firm. They also announce that 
they have admitted into partnership Mr K. E. 
HUTCHINSON, A.C.A., who has been a member of 
their staff for a number of years, and that they have 
entered into a working arrangement with Messrs 
RussELL & BisHop, Chartered Accountants, of 8 
New Street, Leicester, under which Messrs C. S. 
‘BISHOP, F.C.A., and J. A. BUTTERFIELD, A.C.A., 
partners in that practice, become partners in their 
firm, and Messrs W. H. WorrH, F.c.A., E. H. GRANT, 
F.c.A., and K. E. HUTCHINSON, A.C.A., similarly 
become partners in the firm of Messrs RUSSELL & 
BisHop., In all other respects the practice will continue 
as before, and there will be no change in the name of 
the firm. 

Messrs Epwarp Moore & Sons, Chartered 
Accountants, of Thames House, Queen Street Place, 
London, EC4, announce that, as from April 7th, 1956, 
Mr MICHAEL FRANKLYN Moore, A.C.A., has been 
admitted into partnership. 

Messrs CLIFFORD Towers, TEMPLE & Co, 
Incorporated Accountants, of 5 & 6 Bucklersbury, 
London, EC4, announce that Mr Dreren HOLLIDAY, 
A.8.A.A., has been admitted into partnership as from 
April 1st, 1956, having been a member of their staff 
for fifteen years. Mr HOLLIDAY served under articles 
with them and qualified in 1949. The style of the firm 
will remain unchanged. 

Messrs Morris, Crocker & Co, of Portsmouth, 
Havant and Petersfield, announce that Mr A. J. S. 
PRATT, F.8.A.A., who has been associated with the firm 
for thirty-six years, and senior partner for some years, 
has retired from the firm with effect from March 
3t, 1956. The practice will be carried on by the 
remaining partners under the same name, and at the 
game addresses, as heretofore. 
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Messrs CARTER, Son & WHITE, Chartered Account- 
ants, of Craven House, 16 Northumberland Avenue, 
London, WC2, announce that Mr W. W. FEREDAY, 
F.C.A., retired from the firm on April 5th, 1956, in 
order to take up a commercial position. They also 
announce that Mr A. H. B. Woop, M.A., A.C.A., and 
Mr E. L. PARGETER, A.C.A., who served their articles 
with the firm and have been members of the staff for 
many years, have been admitted into partnership as 
from April 6th, 1956. 

Messrs Wess & Davis, Chartered Accountants, of 
Northern Assurance Buildings, Albert Square, Man- 
chester, 2, which firm incorporates Messrs A. 
REDFEARN, SON & Co of.the same address, announce 
that on April 1st, 1956, they admitted to partnership 
Mr Dennis Hutton, A.C.A., who has been a member 
of their staff for many years. 

Messrs Homes, WIDLAKE & GiBson, Chartered 
Accountants, of 2 Paradise Street, Sheffield, 1, 
announce that Mr C. L. WIDLAKE, F.c.aA., and Mr A. L. 
GIBSON, F.C.A., retired from the firm on March 
31st, after connection with the practice for fifty-three 
years and forty-seven years respectively. Mr G. S. 
CROOKES, F.C.A., is also retiring (ees the firm, and is 
taking over the London practice at 35 Bedford Row, 
WC, which he has conducted for the past twenty 
years. The remaining partners, Mr H BOWKER, 
F.c.A., and Mr C. D. BOLSOVER, F.c.A., who have been 
connected with the firm for over thirty years, are 
admitting to partnership Mr G. R. VICKERS, A.C.A. 
The name of the firm will remain unchanged. 

Mr G. S. CROOKES, F.C.A., senior partner in the 
firm of STUART Crookes & Co, and London partner 
in the firm of HOLMES, WIDLAKE & GIBSON, announces 
that, as from April rst, 1956, he has entered into 
partnership with Messrs ROBERT SHACKLADY, A.C.A., 
and M. F. Hupson, F.c.a., practising under the style 
of ROBERT SHACKLADY & Co, at Kent House, 87 
a on Street, London, Wr. The new firm will 
practise under the style of SHACKLADY, HUDSON, 
CROOKES & Co at the same address. 

Messrs Harotp EveREeTT, Wrerorp & Co, 
Incorporated Accountants, of 10-13 Bedford Street 
London, WCz, announce that they have opened an 
office at 153-155 Hamlet Court Road, Westcliff-on- 
Sea. The resident partner will be Mr Lesure H. 
LESSER, A.S.A.A., and the practice will be carried on 
under the style HAROLD EVERETT, Lesser & Co. 

SHEEN, STICKLAND & Co, of Alton, Hants, 
and Farnham, Surrey, announce that they have been 
joined in partnership by Mr K. L. PALK, A.C.A., and 
Mr A. T. DIGBY, A.A.C.C.A., both of whom have been 
associated with the firm for some time. The style of 
the firm will remain unchanged. 


Professional Notes 


Mr W. 5. B. Sampson, F.C.A, A.C.S., who 
retired recently as a senior partner of Deloitte, 
Plender, Griffiths & Co, Brazil, has joined The 
Great Universal Stores Ltd, as financial adviser to 
the chairman. 
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Mr David M. Gimson, A.C.A., has bee 
deputy chairman of Alfred Herbert Ltd, | 

The appointment to the board of tl 
Mining & Finance Co Ltd of Mg P. Edge 
was announced in our last issue. M: 
Partington is an Associate of The -| 
Chartered Accountants in England and 
of The Society of Incorporated Accounts 


Monopolies and Restrictive Pra 
Commission 

INQUIRY INTO THE SUPPLY oF T 

Sir Richard Yeabsley, C.B.8., F.S.A.A., 9 D 
firm of Hill, Vellacott & Co, and Vice-] 
The Society of Incorporated Accountant: 
ber of a group appointed by the Chair 
Monopolies and Restrictive Practices | 


to consider and report on the Commussior 


concerning the supply of tea. 

The group is composed of seven men 
the chairmanship of Sir David Cairns 
evidence is now being taken from produce 
dealers and others interested in the 
inquiries, and any offers to give evidence ` 
mission, should be addressed to the Mor 
Restrictive Practices Commission at | 
Terrace, Regent’s Park, London, NWr. 


Liverpool Chartered Accountant: § 
Association 


The report of the Committee of the 
Chartered Accountant Students’ Associa 
year 1955, presented at the seventy-tl 
meeting, shows that membership at Dec 
numbered 666. 

The report records an active year in 
series of Saturday morning lecture m 
both Final and Intermediate students we 
half-yearly residential courses at Burton ` 
continued most successfully, and many ol 
and debates took place. 

In addition, several visits were made 1 
concerns, while at sport—cricket, g 
hockey and soccer matches were pla 
other student societies. The annual golf 
was held at Heswall Golf Club in July, 
an informal supper, and the annual ball 
The Exchange Hotel. A luncheon club was 
and the first of a regular series of month 
meetings took place in October. 

The officers of the Association for 1 
been elected as follows: 


President: Mr P. C. Lloyd, F.c.a. 

Hon. Treasurer: Mr M. L. Sapsworth. 

Hon. Secretary: Mr A. N. Tod, The Libra 

Street, Liverpool, 2. 

The meeting terminated with a vote « 
the retiring President, Mr H. C. Mou: 
proposed by Mr G. F. Appleton and «e 
Mr C. S. Carter. : 
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Public Works Loans Board 
Mr A. B. Griffiths, ong, F.s.a.a., has been re- 
appointed a Commissioner of the Public Works Loans 
Board on the expiry of his term of office, and Sir John 
Imrie, C.B.E., M.A, B.COM., F.S.A.A., F.I.M.T.A., J.P., 
has also been appointed a Commissioner. 


Relief from Double Estate Duty: India 


An agreement between the United Kingdom and 
India, relating to relief from double estate duty, was 
signed at New Delhi on April 3rd, 1956. A draft 
Order in Council containing the full text will be 
published in due course by H.M. Stationery Office. 


The Institute of Cost and Works Accountants 


BIRMINGHAM AND DISTRICT BRANCH 
Some two hundred members and guests attended 
the annual dinner and dance of the Birmingham and 
District Branch of The Institute of Cost and Works 
Accountants held at the Botanical Gardens, Birm- 
ingham, on March 22nd. Mr H. P Court, F.c.w.a., 


‘President of the Branch, presided. 


Proposing the toast of “The Institute of Cost and 
Works Accountants’, Mr J. W. Berry, M.I.MECH.E., 
M.I.PROD.E., joint managing director of the Birming- 
ham Aluminium Casting (1903) Co, suggested that 
simplicity of appearance should be studied in the 
presentation of data. He considered it essential that 
the facts should be understandable from board level 
to the man on the shop floor. Mr G. Nicholson, 
F.C.W.A., President of the Institute, responded to the 
toast. He emphasized the importance of management 


`- accounting and stated that the Institute’s fellowship 


in this subject had been established for the purpose 
of providing a hall-mark of practical knowledge and 
experience which would be recognized and accepted 
by industry. Mr Nicholson paid tribute to the Bir- 
mingham Branch — one of the largest in the country — 
which had in the past provided the Institute with no 
less than four Presidents. 

The toast of “The City of Birmingham’ was 
proposed by Mr H. H. Norcross, F.c.w.a., and Alder- 
man J. R. Balmer, Deputy Mayor of Birmingham, 
responded. 

Mr Court proposed the toast of “The Guests’ and 
Mr 5. Dixon, M.A., A.C.A., President of the Birming- 
ham & District Society of Chartered Accountants, 
replied. 

Before the speeches, Mr Nicholson presented the 
‘S. Laurence Gill’ Prize to Mr J. C. Gibbons, of 
Birmingham, who had taken the first EEN at the 
December 1955 Final exarnination. 
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Scottish Management Conference 


The fifth Scottish conference to be organized by 
the British Institute of Management will be held at 
Gleneagles from April 2oth—-zznd. The conference 
will have as its theme ‘Some practical management 
questions of 1956’ and is designed as a forum for 
the pooling of knowledge based on recent first-hand 


- experience. 


Questions chosen for discussion at the sessions 
include ‘Delivering the goods — the transport prob- 
lem of industry’ and the application of work study 
to heavy industry. Special attention will be given to 
the problems of training managers for the smaller 


-business and a talk on profit-sharing which opens 


the conference will be based on a case study of 
practical application. On Saturday, April zer, a 
panel composed of representatives of English and 
overseas companies will discuss their experience of 
Managing a new Scottish factory. The speaker at 
the closing dinner of the conference will be the 
Rt. Hon. James G. Stuart, Secretary of State for 
Scotland. 


Chartered Accountants’ Hockey Club 


In a recent match played at Eltham, the Chartered 
Accountants’ Hockey Club drew 2-all with the 
Insurance Hockey Association. 

The Accountants opened the scoring after ten 
minutes with a goal by Liggatt and for a short while 
neat passing kept the Accountants on the attack, but 
chances of increasing their lead were lost by inaccurate 
shooting. Suddenly, a breakaway by the Association 
forwards showed that the Accountants’ defence could 
be drawn out of position, and by exploiting this 
weakness they scored good goals and at half-time 
led by 2 goals tor, 

In the second half the Association forwards 
continued to give the Accountants some anxious 
moments, but clever anticipation by Dempster amd 
Tunnicliffe, ably supported by Hicks in goal, pre- 
vented them from adding to their score. With ten 
minutes left for play, Waller equalized for the 
Accountants with a first-timer, hit from a long roll-in 
by Stansfield. The final shot was fired by Mallinson, 
but since it would have done credit to an ‘ack ack’ 
battery, no score resulted. 


The Chartered Accountants’ team was as follows: 
D. G. Hicks, I. Dempster, A. R. Tunnicliffe, C. K. 
Stansfield, A. T. Jones, N. Nendick, E. H. Head, 


R. J. C. Mallinson, M. H. ANONS D. Liggatt and 
M. Cole. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND -ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc, 


420 
The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Wednesday, 5.30 p.m.: Lecture, film and demonstration of 
Hollerith punched-card accounting (limited number). 


Thursday, 7.30 p.m., at Southend: Lecture on ‘Executorship 
accounts’, by Mr R. Glynn Williams, F.C.A., F.T.LI 


ASSOCIATION FOOTBALL 


The London Chartered Accountant Students’ Society 
gained a narrow but deserved victory by five goals to 
three in a recent match with the London Incorporated 
Students’ Society. 

I, Davey opened the scoring for the Chartered 
Accountant Students with a fine left-foot drive, but 
the Incorporated Students quickly equalized. Davey 
then scored again — this time from a penalty — and 
shortly before half-time, D. Simpson increased the 
lead. Early in the second half, Simpson made the 
score 4-1, a lead which caused the whole side to 
slacken pressure, This proved to be a costly error for 
the Incorporated Students fought back with two 
quick goals. However, the Chartered Accountant 
Students survived the sudden storm and B. Jones 
put the result beyond doubt near the end. 

The London Chartered Accountant Students’ 
team was as follows: 

T. McCann; T. Ball, P. Cohen; M. Hocknell, C. Monk, 


N. Wilby; D. Simpson, A. Grevelius, I, Davey, M. Shaw 
(Capt.}, B. Jones. 


Our Weekly Problem 
No. 115: No LUNCHEON VOUCHERS 


They were having lunch together. The bill was the 
same in each case. Charles Sidate found he had five 
coins in his pocket which added up to the exact sum. 
The other four turned their pockets out and were 

rised to find they each had five coins which 
added up to the same amount, although no one had 
the same five coins as anyone else. They found that 


they had produced among them all the six different 


coins (except halfpennies) but half-crowns were leas 
popular than any other coin. 


How much did Charles pay for his lunch? 
The answer will be published next week. 


ANSWER TO No. 114: ROSEMARY’S FAULT? 
It is obvious that every hour the hour hand must be 
ahead of the minute hand at some point of time. Without 
owing the arrangements in Mr Sidate’s a it is only 
possible to guess the answer, which might be 8.42°/,, or 
2.9°/1, (after lunch) but is more likely to fe 9.48. 
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Institute of Actuaries 


An ordinary general meeting of the Institute of 
Actuaries will be held in Staple Inn Hall, on Monday, 
April 23rd, ate p.m., when a e en by Messrs H. W. 
Haycocks, 8.SC.(ECON.), F.1.A., ahd J. Plymen, FLA, 
entitled ‘Investment policy and index numbers’, will 
be submitted. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or APRIL 16TH, 1881 
Letter to the Editor entttled 
ACCOUNTANTS’ CLERKS 


S1r,—Some short ago, I advertised in the London, 
Birmingham, and other papers for a clerk accustomed 
to the duties of an accountant’s office, and amongst 
other applications, I received one from Birmingham. 
The applicant (who evidently was under the im- 
pression he was applying to some local firm) stated 
that for the past seven years he had been engaged ` 
as chief clerk to Mr.———-, that he was qualified by 
le of service to become an Associate of the Institute 
of Chartered Accountants, and finally that he had a 
small private connection which sald be extended! 

By the last clause I can only understand that this 
gentleman, besides acting as clerk to his employer, is 
practising privately upon his own account. This is, I 
believe, not. an unusual thing amongst accountants’ 
clerks—indeed I have found many such cases, but this 
appears the most glaring. 

My object in writing is to caution accountants 
against this practice, and I hope that my letter will be 
the means of opening a correspondence on the 
subject. 


April 7th. 


Yours faithfully, 
G. K. N. 


ANNOTATED TAX CASES 
Edited by Roy BORNEMAN, Q.0. 


‘Published on the first Saturday after the 20th 
of each month, of Income tax, Surtax, 


Profits Tax, E.P.T., Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland. 
- The reports contain a lucid 


of the cases and 


Ee 
tory notes on the decisi 


Ee hale 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, BC 


ta 


MOTOR— FIRE — CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, 





INSURANCE 


L? 


CORPORATION 
LONDON, SW1 


The 


APRIL 21ST, Sieg 
e 


CONTENTS 


Leading Article Page 
The Budget 421 
Special Articles 


Early Record of Accounting 
tage 
A.C.A., 


Pre C.W.A., ae. 
North American Commen- 
LXIX ; 


tary — 

by Kenneth F. Byrd, M.A., 
B.Sc. Econ.), A.C.A., C.A. 
(Canada), Professor af Ac- 
counting, McGill University, 


Montreal 427 
Lecture 
The Family Company: 
Estate Duty Valuation 
y E. L. Fairweather, : 
mer, Estate 
429 
Weekly Notes 435 


Finance and Commerce 436 


Correspondence 


Common ünder de 
Accounting for Inflation — 


Savings Incentive 439 
Taxation Cases — -442 
New Legislation 444 


Notes and Notices 
The Institute of Chartered 
Accountants in England and 
Wales: Associates elected to 
Fellowship and applicants 
admitted to Membership — 


of Certified and Corporate 
Accountants: Luncheon 
Meeting — Manchester 
Society of Chartered Ac- 
countants ~ London and 
District Society of Chartered 
Accountants - Electronic 
Computers — The Institute 
of Chartered Accountants in 
Ireland: Meeting of the 
Council — Trainin for 


Chartered Accountants’ 
Hockey Club — The Chart- 
ered Accountant Students’ 
Society of London — Our 
Weekly Problem — Annotated 
Tax Cases — Seventy-five 

. Years Ago 445 


E 


Accountant.” 


ESTABLISHED 1874 
VOL. CXXXIV. NO.’ 4244 


THE BUDGET 


F one puts aside all question of tax reform, tax relief for the 
Leier classes and the duration of deflation, the structure 

of this year’s Budget is simple. The outcome of the fiscal year 
1955-56 ‘above the line’ was a surplus of £397 million compared 
with an estimated surplus of £148 million. “Below the line’ there 
was an actual deficit of £538 million against an estimated deficit 
of £584 million. Overall, there was, therefore, an estimated 
deficit of £436 million and an actual deficit of £141 million. If 
the CHANCELLOR had decided to make no changes in taxation this 
year he could have looked forward to a deficit of only £8 million. 
He has decided that he will not disturb the general appearance of 
this picture in the new fiscal year with one important exception 
which is in fact a matter of national book-keeping. He has decided 
that the capital needs of the nationalized industries shall be carried 


‘in the Budget “below the line’ as a capital item for the time being 


and this raises his deficit nominally by £350 million. Since the 
the nationalized industries would have raised their capital on the 
open market as an alternative, there is no direct economic effect 
arising from the change. The possible indirect effect will be men- 
tioned in a moment. By his proposed tax changes, MR MACMILLAN 
will raise his ‘above the line’ surplus by {£15 million and by 


. bringing in the estimated capital requirements of the nationalized 


industries he will increase his “below the line’ deficit to £803 
million, giving an overall estimated deficit of £343 mullion. 


It will be observed that the ‘above the line’ position is expected 
to be substantially unchanged compared with the actual outcome 
for the fiscal year just ended. The big changes are in the capital 
account. The CHANCELLOR has arrived at this disposition by a 
desire to ca’ canny. He frankly admits that he cannot assess 
at this moment just how far deflation has gone or should go. 
He would therefore err on the side of caution and budget for a 
surplus on current account because it is easier to switch from a 
deflationary policy to an inflationary one than vice versa. It is here 
that the accounting for the capital requirements of the nationalized 


industries may become important, for there is no doubt in the 


CHANCELLOR’S mind that the new arrangement gives the 
Government much more. oversight and flexible control over 
those industries’ investment policy. In other words it increases 
the weapons in the Government’s armoury for quickly changing 
from a deflationary to a more relaxed policy. ` 


As much as three-fifths of the Budget speech was taken up on 
Tuesday in getting to that point. It is perhaps worth mentioning 


that this long excursion through recent history is beginning to 


give the Budget speech an unnecessary air of tedium. We all 
À; 
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fakes our economics very re these days but 
we are also very well equipped by other Govern- 
ment statements and White Papers by this time 
of the year to be able to take all this in on Budget 
day with a quick graphic survey. This is still true 
even if the CHANCELLOR has to keep his eye on 
= clock-for the closing time of the markets. 

- The. CHANCELLOR has followed-through the 
recent appeals of the Government for the com- 
munity to save more. There is no doubt that a 
high level of saving throughout the community 
could be a major contribution- to warding off 
inflation. The Government are going to pursue a 
policy of encouraging saving on two fronts. 
Through the. ‘above the line’ surplus they will 
force the community to save and they hope to 
cajole it to save still further-by an intensified 
savings campaign. The proposed means Will not 
be to everyone’s liking. Some critics will observe 
that further economies in Government expendi- 
ture would be in order under this heading and they 

‘will point to the continuing rise in the cost of the 
social services. Others will point out that-it might 
be po bad thing if those-sections of the community 
were encouraged to save. who are traditionally 
good savers and. do not need to be egged on by 
£1 dips into.the fiscal bran. tub. 
_ Granted, however, that the general mass of the 
public can be roused into an interest for saving, 
Mr MACMILLAN has produced a wide and im- 
pressive array of constructive proposals. There 
is something for almost everyone. 

4f the Government wishes to be judged on 1 this 
year’s Budget by the ‘extent to which the public 
can be induced to save while the broad pattern 
of monetary and fiscal policy laid down in 1955 
are -carried forward into . de 56, hoping by this 
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EE to Pork out gradually a ‘successful 
full employment policy free from the instability 
of inflation, this Budget will do. If it-had any 
hopes of gaining a reputation for courage and 
reform in a year when general election complica- 
tions are at a minimum, it has missed an oppor- 
tunity which may not recur. Mr: MaAcMILLAN’s 
performance on Tuesday was elegant and witty 
but a little jaded. As he said in his first few 
minutes: “To tell the truth, I have often. thought 
of Budget day as rather like a school speech day — 
a bit of a bore, but there it is.’ l 

The proposed changes in taxation, which we 
review in succeeding pages, are greatly influenced 
by the need to encourage savings. Apart from 
those changes, there are to be more direct 
encouragements. A new issue of national savings 
certificates will open on August "et, costing 15s 
and rising to 20s in value in seven years — a yield 
of £4 3s 11d per cent tax free. The maximum 
holding will be 600 units, while the maximum 
holding for the current issue rises from 1,200 
to 1,400 units. | 

On May 1st a new issue of Defence Bonds will 
open, yielding 4% per cent and carrying a premium 
of £2 per cent after five E or {5 after ten 
years. 

Also, of course, there is to be the novel issue, 
next year, of £1 premium bonds carrying the 
‘Tight to participate in periodical prizes out of a 
free of tax fund built up out of interest at 4 per 
cent. Prizes will vary from £1,000 downwards. 

From October next, the family allowance. for 
third and subsequent children is to be increased 
by 2s per week per child. This will cost {10 
million a year, but the abolition of the bread 
gier will save much more, 


. THE BUDGET AND TAXATION 


With the ere of a fairly modest i increase in 
profits. tax, the Budget proposals in relation to 
direct- taxation are~-all-in the direction of relief. 
At a time.when personal.savings are so important 
to the economy. this might reasonably be re- 
garded as axiomatic,:were it- not for. unhappy 
experiences in earlier post-war Budgets. Perhaps 
the most pleasing feature is the fact that the long 
and arduous. campaign to obtain tax exemption 
for sums saved for retirement, in which The 
Institute of Chartered Accountants in England 


and Wales played such. a leading. part, has at 
last borne fruit. The principal recommendation 


of the second Millard Tucker Committee is now 


to be implemented, gt in a sa daca and 
modified way. | ; 


Income Tax and Provision for Retirement 
The proposal is to grant relief, from both i income 
tax and surtax, to income applied as premiums to 
provide a deferred annuity on retirement. The 
relief will apply to professional men in practice, 

¢ 
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to individuals and partners carrying on trade as 
such, to controlling directors of companies, and 
to employees who are not entitled to any benefit 
under schemes set up by their employers. It will 
be a condition of relief that the benefits shall be 
payable only as annuities and not as lump sums. 
Thus the general principle laid down by the 
Tucker Committee is applied — that the ‘build-up’ 
be exempt, but the benefits taxed. 

The relief will be limited to premiums not 
exceeding £500, or 10 per cent of earned income, 
in any one year. This is the percentage recom- 
mended by the Tucker Committee, though the 
committee did not recommend an overriding 
maximum of £500; they provided for 10 per cent 
of the first £5,000 of earnings, 74 per cent of the 
next £5,000, and 5 per cent of the balance. 
Moreover, the committee thought that a scheme 
which provided nothing for the taxpayer’s 
dependants on his death before retirement age 
would not be attractive, and they. recommended 
slightly higher percentages for contracts which 
also secured a lump-sum payment on death before 
retirement. Whether the relief now proposed will 
allow for benefits to be paid as from premature 
retirement on account of ill health remains to be 
seen. | 
The cost to the Revenue will be some £7 
million in the first year, rising to somewhere 


between £30 million and {£50 million in subse- ` 


quent years, according to the: extent to which 
advantage is taken of the relief. 

Weighting of the percentage in favour of 
taxpayers who fell within one of the classes in 
question in the period after April 1939, as 
recommended by the committee, is apparently not 
being adopted. The man who is on the brink of 
retirement will not benefit from the new relief. 
He may, however, benefit to some extent from 
the adoption of another recommendation of the 
committee, namely, the exemption of such part 
of a purchased annuity — not connected with a 
pension scheme — as represents the return of the 
capital invested. That this relief does not go 
very far is emphasized by its estimated cost: 
£1 million in 1956-57 and {2 million in a full 


year. l 

In further application of the ‘build-up’ exemp- 
tion, there will be exemption from income tax of 
such part of the annuity funds of life assurance 
companies as represents invested premiums 
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arising from deferred annuity business for the 
self-employed, or from the reinsurance of 
approved superannuation funds. 

These proposals represent a very solid gain for 
the self-employed and for the unprovided-for 
employee and are most welcome. As the 
CHANCELLOR has admitted, and has been re- 
iterated so often, the relief is the reverse of 
inflationary, since it can only be obtained on the 
basis of long-term saving. 


Exemption of Savings Bank Interest up to £15 
The pressure on the CHANCELLOR to exempt the 
first £15 per annum received by an individual 
from deposits with the Post Office and trustee 
savings banks has, somewhat surprisingly, pro-. 
duced the desired result.. The exemption will 
apply only for income tax. Moreover, for the 
purpose of surtax the exempted income will be 
grossed up at the standard rate. Where both 
husband and wife receive such interest the relief 
will be available for each of them. On the other 
hand, the maximum relief allowed will be on £15 
for each person. Interest from the special invest- 
ment department of a trustee savings bank will 
not rank for the relief. Incidentally, the maxi- 
mum amount which can be invested in the special 
investment department is to be increased from 


‘£1,000 to £2,000. 


The relief is expected to cost £8 million in 
1956-57 and {10 million in a full year. There 
will be the usual time-lag in granting the relief in 
P.A.Y.E. cases, so as to give time for re-coding. 

Profits Tax Up 

As from April 1st, 1956, the rate of profits tax is 
increased from 274 per cent to 30 per cent, while 
the relief for non-distribution goes up from 25 
per cent to 27 per cent. Thus undistributed 
profits will bear a net rate of 3 per cent instead of 
2% per cent. There are to be the usual provisions 
for splitting accounting periods which fall on 
both sides of April 1st, for countering avoidance 
by declaring dividends retrospectively, and for 
adjustments where loans are repaid; that is, profits 
tax is to be more complicated than ever. 

It seems that all the representations on the 
evils of a contingent liability for distribution 
charge have been ignored. Moreover, this increase 
in the penalty for distributing profit follows a 
long series of such increases, and comes only six 
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months after the last one. Once again the prudent 
company which has maintained a very conserva- 


tive dividend policy in obedience to the behests 


of former Chancellors will be penalized when at 
last it releases the accumulated profits. This is 
putting a premium on extravagance and irrespon- 
sibility. If increases are to be a permanent 


feature of successive Budgets, then the effect 


may not be to discourage’ dividends but to 
encourage them. 

The lacunae in the Inland Revenue’s tax 
armoury which were revealed by the decisions in 
CIR. v. Heelex Investments Ltd (34 ATC 47; 
35 T.C. 532), and C.I.R. v. Universal Grinding 
Wheel Co Ltd (34 A.T.C. 123; 35 T.C. 551), are 
to be closed. The Heelex decision established 
that the Profits Tax Acts had been so drafted 
(unintentionally) as to secure that a subsidiary 
company in respect of which the principal had 

elected for ‘groyp’ treatment remained exempt 
from profits tax even where the principal 
company was also exempt owing to a surtax 
direction having been made in respect of all the 
principal’s income. 

The Universal Grinding Wheel decision geb 
lished that where preference shares were. re- 
deemed at a premium, no part of the sums 
applied in redeeming the shares constituted a 
distribution for profits tax purposes. The remedial 
legislation will no doubt go beyond ‘the single 
case of redemption of preference shares at ‘a 
premium. Presumably, where capital is reduced 
with the sanction of the Court by repaying, in 
_ cask or in kind, more than the nominal value of 
the shares which are cancelled, the excess will 
also bé treated a8 a distribution for profits tax 
EES 


Capital Allowances 

The Finance Bill will, of course, contain a pro- 
vision giving effect to the decision to suspend 
investment allowances as from last February. 
However, the exceptions made in favour of 
shipping and scientific research are to be 
extended to fuel-saving equipment which is 
installed by way of replacement or modification 
in existing industrial premises. 

At the same time expenditure on cutting and 
tunnelling in connection with an industrial 
building or structure (including dredging) wilt 

be allowed to rank for capital allowances. This 
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was another recommendation of the Royal 
Commission on Taxation. ` 


Foreign Employments and Income : 
The Royal Commission made detailed recom- 
mendations on the taxation of foreign employ- 
ments. Certain changes are to be introduced 
which are based broadly on these recommenda- 
tions. In general, the Commission recommended 
that if all the duties-of an employment were 
performed overseas, the employment should be 
treated as a foreign possession; if the duties lay 
wholly in the United Kingdom, the employment 
would be a United Kingdom source of income. 
Where the employment did not fall in either 
category, the remuneration should be apportioned. 
The special rules for Crown servants would not 
be affected. 

The CHANCELLOR also announced a prospective 
change in the rules as to residence so that in 
future an employee who goes to work wholly 
abroad will have his tax liability dealt with on 
the same basis whether or not ke continues to 
maintain a home in the United Kingdom. This 
no doubt means the abrogation, to some extent, 
of the Revenue practice — based on case law — 
of treating a person as resident, for any tax year 
in which he visits the United Kingdom, if he has a 
place of abode here available for his use. 

Other changes in income tax law where there 
is a foreign element are foreshadowed by the 
following Budget resolutions, although not 
touched upon in the Budget speech: - 

(o) That for the purposes of any Act of the 
present session relating to finance it is expedient to 
authorize all such incidental charges to income tax 


(including charges for past years of assessment) as 
may result: 


H from any provision treating overseas income 
as chargeable by reference to the time when 
it arises or is treated as arising, instead of the 
time when it is received in the United 
Kingdom, in certain cases where the person 
chargeable transfers it to the United King- 
dom in the first year in which he is able, or 
from giving any such provision retrospective 
effect; 

(c)from any provision exempting pensions 
payable to persons resident outside the 
United’ Kingdom in respect of service in 

. India, Pakistan, the colonies or certain other 
territories, or from giving any such provision 
retrospective effect; 


“3 
see, ca ss ps E wee ere ee ee 
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Income Tax and Unadministered Estates - 
The complicated provisions of Part XIX of the 
Income Tax Act, 1952, which provide for the 
attribution of the income of unadministered 
estates of deceased persons to the beneficiaries for 
income and surtax purposes, are to be amended 
in one particular. The amendment will consist 
in an extension of the class of liabilities which 
will constitute charges on, residue, as now defined 
in Section 423 .(6). 


, Estate Duty, - , 
Two decisions in 1952: Lambton’s Marriage 
Settlement (31 A.T.C. 300), and Longbourne 
(31 A.T.C. 438), have resulted in a somewhat 
harsh operation of estate duty law where there is 
a life interest, subject to an annuity, in settled 
property. The CHANCELLOR announced a pro- 
posal to remove the hardship. In implementation 
of a promise made by his predecessor, MR 
BUTLER, the CHANCELLOR also announced that 
where land is acquired compulsorily by a public 
authority within three years after a death, duty 
will be charged by reference to the compensation 
paid, if that is less than the value of the land at 
the date of death. | 

The changes will apply in the case of deaths 
occurring after the Finance Act has become law. 


Stamp Duty 

As already stated, where a person purchases an 
annuity, the capital element in the annuity will 
not in future be liable to income tax or surtax. At 
the same time, a substantial reduction of stamp 
duty is to be allowed on purchases of annuities. 
At present, the duty is charged under Section 
Do of the Stamp Act, 1891, at 2 per cent of the 
purchase price- with appropriate reductions 
where the price is less than £3,450. It is now 
proposed to calculate the ad valorem duty not 
on the purchase price but on the amount of 
the annuity, at a rate of 1s per £5 — the same rate 
as that charged on contracts for deferred life 
annuities in consideration of annual premiums. 
This change takes effect from the passing of the 
coming Finance Act. 

From August Ist, 1956, the reliefs from ad 
valorem conveyance and transfer duty in favour 
of small transactions are to be greatly extended. 
The following table sets out the proposed 
changes: 
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Rate per cent of Consideration (sale) or Value (gift) 


ad valorem duty existing range | ` New range 
10s Up to £500 Up to £3,500 
£I £500 to £3,000 | £3,500 to £4,250 
£1 Ios £3,000 to £3,450 | £4,250 to £5,000 
£2 Over £3,450 Over £5,000 


In his speech, the CHANCELLOR indicated that 
these reliefs were for ‘house purchase’ but it 
appears from the Financial Statement that, as 
before, the reliefs for small transactions will 
extend to all property other than stocks, shares, 
and marketable securities. Of course, for the 
vast majority of people, the relief will be of 
significance, if at all, only in relation to house 
purchase. 


Cigarettes, Cider and Shooting Brakes 


The buoyancy of the revenue from tobacco, the 
fact that the rates of duty have not been increased 
since 1948, and the present extra emphasis on 
thrift (together, perhaps, with the public anxiety 
about the effects of excessive smoking on health), 
all pointed to the possibility of an increase in 
tobacco duty. In the event, the duty has been 
increased by 3s per pound of tobacco leaf, with 
corresponding increases in relation to cigars and 
cigarettes. The effect is to add another 2d to the 
cost of a packet of twenty cigarettes, and the 
increase will bring in £27 million this year and 
£28 million in a full year, the increase taking 
effect from April 18th. 

Pensioners will not be relieved from this new 
increase, but their existing exemption from 
previous increases is retained. One would Ifave 
thought there would be pressure to withhold 
this anomalous relief altogether, at any rate from 
new pensioners. . 

Cider and perry are to lose their long-standing 
freedom from the taxation normally levied on 
alcoholic beverages, but only where ethyl-alcohol 
derived from other materials has been added so 
as to bring the alcoholic strength up to 15 degrees 
of proof or more. Cider and perry within this 
category are to be taxed as British wines, with 
effect from April 18th. The Exchequer will 
benefit to the extent of £400,000 in a full year. 

The only proposed. change in indirect taxation 
is the closing of a loophole by which an, increasing 
number of people have been able to acquire cars 
df the shooting brake type in such a way as to 
avoid purchase tax. 
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| EARLY ‘RECORD. OF “ACCOUNTING. PRACTICE 


“, ACCOUNTANCY PRACTISED: IN THE ORIENT 
ye TWENTY- THREE. CENTURIES AGO. ~ 
by AUSTEN WHITE, A.C.A., AGW.AA., AMILA. 


FITH the “enormous strides mae in 





- counting principles and practice, there 
may excusably be an Ee that accountancy 
is of recent origins > 

However, .as the EE of gunpowder 
and- the art “of printing. were known in the East 
long before their introduction into Europe, it may 

not be surprising to learn that accountancy was 
‘practised -in ` the ‘Orient twenty-three centuries 
ago. Following the death of Alexander the Great, 
“the year after his conquest of the Indus valley, a 
` young Indian prince, Chandragupta, put an end 
‘to. Greek-rule in the Punjab and set himself up as 
< ruler, later’extending his empire from Bengal to 
‘Kandahar. To Chandragupta’s. minister, a re- 
markable Brahmin statesman, Kautilya, falls due 
in no small measure the. credit not only as 
' ‘king-maker’, but as ruler of what was an 
extremely well-organized bureaucracy. . 

No proof is available, but tradition has on ‘very 
` good grounds claimed Kautilya as the probable 
author of the treatise on the conduct of govern- 
ment called Arthasastra (which work accordingly 
claims to date from the period 321—296 B.C.) ` 

Until the beginning of this century this work 
is believed to have been unknown but in 1905, 
. thanks to the late Dr R. Shamasastry, the then 
curator of the Mysore Government Oriental 


Library, a translation of the manuscripts was first .. 


published in The Indian A 
It is in this treatise that the author in- his 


Chapter VII of Book II (in which he defines the ` 


duty of government superintendents) refers to 
accountancy under the heading “The business of 
: keeping up accounts in the office of accountants’. 


Scope of Records to be Maintained 

. In this chapter the scope of the records to be 
maintained is dealt with in considerable detail 
and besides such more obvious accounts as 
wages paid, other expenditure incurred and 
profit realized on manufacturing activities, there 
are also mentioned salaries, gifts and remission of 
taxes allowed to the king’s courtiers, provisions 
made to remedy evil portents and tribute paid to 
and received from foreign powers. 


It is laid down that the accountancy depart- 


"recent ‘yeats.in the ‘development Of ac~ 


ment shall be EE Ser SE Gees books 


shall be. maintainéd in: prescribed form to show 


not only expenditure, receipts and net balance 
but also work completed and in progress for 
which superintendents and clerks of appropriate 
grades are to be engaged. The working year is 
fixed at 354 days with settlement for work done 
arranged at the year end (about the middle of 
July), work done during the intercalary period 
being separately calculated. 

Severe penalties are imposed for all violations ` 
of the prescribed rules and all deviations from ` 
proper conduct. , 


Imposition of Fines 


Absence from duty is fined to the extent of the 
loss suffered thereby by the Government and 
this fine may be levied on any dependant (in- 
cluding servants) of the employee. 

Fines — up to twenty times the resulting loss 
of revenue to the Government — may be imposed 
on an officer, that may be occasioned by his 
indifference, neglect, weakness, ignorance or 
inadvertance to gather information or properly to 


supervise the work in his department. Other 


grounds for punishment are given too, amongst 
which it may be interesting to record that of: 


‘Being too timid when he is afraid of clamour, 
unrighteousness and untoward results, or owing 
to selfish desire when he is favourably disposed 
towards those who are desirous to achieve their 
own selfish ends or by cruelty due to anger or by 
lack of dignity when he is surrounded by a host 
of learned or needy sycophants, or by making use 
of false entries, false balance, false measure or 
false calculation owing to greediness.” 


Astute business precautions against collusion are 
not lost sight of as Kautilya states that clerks 


shall be kept apart in the office and also that 


contact between the accountants of the different 
districts shall be prohibited on their presenting 
themselves at head office with their sealed books 
and net revenue for audit. Again, heavy penalties 
are enumerated for deficiencies between actual 
net revenue and recorded amounts, for delay in 
preparing and presenting accounts (for which 
time limits are set) as well as delay on the part 
of those at head office responsible for the audit. . 
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THE Dee VISIBLE RECORD SYSTEM FOR 
SAVINGS BEGIN WITH THE PRICE OF VISIPOST 
When you buy VISIPOST, you also buy Anson efficiency, 
Anson dependability. But you still pay far less for VISIPOST 


than for any other system of its class. And that’s only the start. 
Applied to 500 records or to 50,000, VISIPOST In your office 


will save up to Z0 per cent In paper-work, space, stationery ` 


and operational costs. All-visible titles mean split-second 
selaction and tremendous time-saving. 
_ This new economic system from Anson provides vital 


facts for management’s particular needs. Stock-Control, 
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Ledger, Costing. 
record-keeping problem: 


VISIPOST IS EASY TO GET 
Just post the coupon below to George Anson & . 


. VISIPOST on be applied to any 


Road, London, SEI. 
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VISIPOST interests ur Please : send fall 
details ligation. 
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Credit-Sanction, Customers’ Records, Hire-Purchase, Sales 


OCEAN: TRUST 


COMPANY LIMITED > 


99, PARK LANE, LONDON, W1 


Telephone Nos. 
GROSVENOR 4627/8, 3766 


Directors: 


E. BEDDINGTON BEHRENS, C.M.G., M.C., Ph.D. (Chairman) _. 
ROGER B. PURSEY, A. G: A. 


The Chairman welcomes personal interviews with professional 


advisers regarding public or private issues of capital for established 
businesses or the private financing of developing industrial undertakings 





XII THE ACCOUNTANT 


`y 
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| WANTED 
HERE! 






Calculations efficlently and speedily undertaken 
(STRICTEST CONFIDENCE OBSERVED) 


Comptometer Operator Hire-service ... any- 
where in the British isles . . . with or without ` 
machines 
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Regktered Office: 
152 HIGH ROAD, 
‘CHADWELL HEATH, 
ESSEX 


Seven Kings 9933 


i. 
Branch Office: 


LEINSTER TERRACE, 
LONDON, W2 


PADdingcon 4070, 
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UNITED KINGDOM 


27 QUEEN'S GARDENS, 


CLIENTS 


{Wa TCH a UR 
TALK! 


A well-known publisher reports there is a roe 
technique of everyday conversation which can 
pay you real dividends in both’ social and 
..- professional ` advancement and -works like 
magic to give you added poise, self-confidence 
and greater popularity. The details of this method 
are described in a fascinating booklet, Adven- 
tures tn Conversation, sent free on request. 
According to this publisher, many people do 
not realize how. much they could influence 
others simply by what they say and how they 
say it. Whether in business, at social functions, 
or even in casual conversations with new ac- 
quaintances, there are ways in which you can 
make a good impression every time you talk. 
To acquaint more readers of this journal 
-with the easy-to-follow rules for developing skill 
in everyday conversation, the publishers have 
printed full details of their interesting self- 
training method in a 24~page booklet, which will 
be sent free to any one who requests it. The 
address is Conversation Studies (Dept. A/CS8), 
Marple, Cheshire. Enclose 24d stamp for postage. 





Today an mecreasing number of responsible 
people are turning to the professional man for advice 
on questions, In relation to thelr personal affairs, 
which call for up-to-date knowledge of specialised 
subjects. 


INTERESTS 


The United Kingdom Provident is in a par- 
ticularly strong position to provide you with inform- 
ation on all topics relating to Life Assurance. We 
have been in business for 115 years and our latest 
figures are the highest ever, Current bonus rates are ` 
45/- and 46/- per cent per annum and they are 
comnpownd. 


We have booklets which will prove helpful and, 
may be, profitable. Send for them today. 


PROVIDENT INSTITUTION 


33 Gracechurch Street, London, E.C.3 
Mansion House 6543 


April 21st, 1956 


April 21st, 1956 


Audit Procedure . 


Audit procedure in regard to the verification of 
the various receipts and payments is set out, and 
in the final section of the chapter which deals 
with the function of book-keeping in the depart- 
ment, Kautilya lays down that: 

“He who enters what is unknown to him, or 
makes double or treble entries shall be fined 
twelve panas. 

‘He who scrapes off the net total shall be doubly 
punished. 
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‘He who eats it up shall be fined eight times.’ 


To conclude, however, the author provides for 
the rewarding of district accountants for any 
economy of expenditure and for increase in 
revenue that they are able to effect, and states: 


“The king shall forgive an offence when it is 
trifling, have satisfaction when the revenue is 
scanty and honour with rewards such of his 
superintendents as are of immense benefit to 
him,’ 


NORTH AMERICAN COMMENTARY -LXIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York, 

January : 

Pension Benefits for the Self-employed 
HE editorial reports that bills to provide 
tax deductions on limited amounts set 
aside from current income by self-em- 

ployed persons will come before Congress this 
session. The House Ways and Means Committee 
gave the bills a 16-to-8 favourable vote at the 
close of last session. The editorial quotes with 
approval a statement that the existing inequity is 
even more serious in the public accounting pro- 
fession than in others, for public accounting firms 
compete with industry and Government for skilled 
accounting personnel. 

Executives and employees of business may 
obtain the tax benefits on pension provisions 
which are denied to partners in accounting 
firms. Yet to become partners or to go into prac- 
tice for themselves is naturally the aim of the best 
men who stay in the profession. Members are urged 
to take up the matter with their Congressmen. 


Management Services and the Independent: | 


Accountant 

Citing the increased emphasis on special manage- 
ment services as one of the most interesting of 
recent developments in the accounting pro- 
fession, the editorial considers to what extent 
it may affect the accountant’s independent status. 
While stating its belief that the professional 
accountant may act as ‘professional controller’ or 
‘accounting engineer’ without losing his inde- 
pendent status, it warns of the need for particular 
care. > 

Thus it would not be proper for him to serve 


indefinitely as his client’s controller; his relations 
to management must be kept at the advisory 
level, as distinct from the operating or decision- 
making level. Similarly, while he may properly 
give specific investment advice as to the purchase 
of a business, he obviously may not set himself up 
as a general investment counsellor. Common 
sense and good judgment, concludes the editorial, 
should enable the professional accountant to 
enter without fear into new areas in which he is 
eminently qualified to serve the business public. 


Budgeting for United States Schools 


Mr Roy E. Larsen, president of Time Inc and 
chairman of the National Citizens’ Commission 
for the Public Schools, appeals to certified public 
accountants for help in the public schools’ chisis. 
Referring to Oe six-year lag between current 
births and the resultant increase in school 
enrolments, he says the schools lack that type of 
advance planning that is needed in business every 
day. The school construction programmes, 
teacher-needs and dollar-needs of 1960 ‘can be 
accurately predicted now, says Mr Larsen, and he 
sees the certified public accountants as the men to 
do it. Instead of this, communities move from 
crisis to crisis year by year, never catching up 
with climbing enrolments. 

Mr Larsen also points out the long delay be- 
tween expenditure of school moneys and presenta- 
tion of the resulting financial figures, and the lack 
of comparability of these results which are often 
made up from different bases from district to 
.distict, or even within a district. He says that the 
"U.S. Office of Education is working on a financial 
accounting handbook for use’ in local school 


di 


districts, and that the American Institute of Ac- 


countants expects to appoint a special committee. 


to review a tentative draft of the book. But Mr 
Larsen sees the urgent need for aid at the com- 


munity level and he asks certified public account-_ 
ants.to give high priority to direct support and. 


improvement of public education. 


OM Resse? of Accountants’ Working | 
| Papers - 
In research study No. 2; the American Gegen s 
Committee on State Legislation. deals with the 
accountant’s ownership of his working papers. 


After reviewing’ various case decisions, ‘it .con-. 


cludes that, the balance of pros* and. cons is in ` 
books. need. lessen the public accountant’s - 


favour of specification of the. accountant’s 
ownership in the accountancy statutes of each 
State. New legislation should also; it’ believes, 
deal with the accountant’s right to transfer 
ownership, but always with the client’s consent 
and after wee legal advice.. 


The Canadian Charteréd Accountant, T oronto, 
January. 


Management’s ] Report to, the 
Shareholders `. 


Mr Cil Mitchell; C.A., discusses thë form ep the. 


directors’ letters to shareholders by reference to 
annual reports of Canadian corporations. He says 


that the average shareholder, in these days of 


widespread separation of ownership and manage- 


ment, can extract little meaning from the financial ` 


statements, yet it is management’s responsibility 
to see that he is given full and proper information 
as to’ his company’s operations. 

The solution should be found, Mr Mitchell 
thinks, in the directors’ letter which appears near 
the front of almost every Canadian annual report. 
He reports the results of a recent study of forty- 
six annual reports chosen at random, representing 
all major corporations except mining and oil 
exploration. On the score of readability he says 
that twelve of the directors’ letters, chosen at 
random from the original sample, were submitted 
to the test of a formula developed by an authority 
in psychology. The results showed, he says, that 
all twelve lay within the overall ‘difficult classi- 
fication. 

Mr Mitchell aade that directors’ letters 
are much too difficult for the average reader, 
sentences and words being too long. He thinks, 


however, that directors now recognize the problem. 


and that their annual letters are improving. and 
will-continue to do so. T 
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The New York Certified Public Accountant, 
New York, December 1955 
Writing op the Client’s Books 

Whether or not public accounting service on a 
professional level may include the periodical 
writing-up of a client’s books by a certified 
public accountant or members of his -staff has 
been debated for years, says Mr Jack Goldner, 
GpA The question is.important for Mr Goldner 
cites authority for the statement that in certain 
portions of New York State write-ups form a 
normal portion of the practice of public account- 
ants, and it may be added that this is EE 
true of many parts of North America. —- 

Mr Goldner sees no reason why writing up the 


independence, which must always be maintained. 


He would exclude from professional classification 


such writing-up services as are not part of a com- 
plete public accounting service and are prepara- 
tory to-an audit to be performed later by another 
firm of certified public accountahts; also large 
numbers of routine transactions. But where the 
work is not too voluminous and is integrated with 
a complete public accounting and tax service, he 
considers it just as much a professional accounting 
service as-any other. The editor asks for the views 
of readers on this subject. 


The Controller, New York, 


"A rapid increase is reported in the number of 


Profit- sharing 


companies with profit-sharing plans. ‘The Internal 
Revenue Service records show that 8,000 com- 
panies had such plans at the end of 1954, com- 
pared with 2,500 in 1946 and about 350 in 1942. 
These do not include plans which provide only 
for cash distributions. By the end of 1955 the: 
number in the Internal Revenue Service records 
is expected to be between 9,000 and 10,000. 


Dangers of Welfare Plans 
In a recent investigation by the New York State 
Insurance Department, Mr Beardsley Ruml, . 
former chairman of Messrs R. H. Macy & Co, 
warned that | 
‘the American economy is transforming itself into 
a new feudalism with individuals being locked into 
employment in companies in which they have 
accumulated substantial pension rights; and com- 
panies being unable to employ desirable personnel! 
over a certain age because of the impossibility of 
~ accumulating adequate pension provisions’. 


Ir was stated during the investigation that 


pension fund assets now approximate $25 billion 
with the amount increasing annually. 
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THE FAMILY COMPANY ` 


ESTATE. DUTY VALUATION 


be E. L. FAIRWEATHER, LL.B. ` 
Chief Examiner, Estate Duty Office . 


but myself is responsible for the views expressed. 

I am bound to touch upon matters of official 
practice, and I shall try to give as clear a picture as 
possible of the manner. in which, according to my 
understanding, the Estate Duty Office approaches 
questions of valuation; but, of course, pave I say 
can be binding upon the Board 
of Inland Revenue. 

For the purpose of taxing 
capital, we have necessarily to 
value it; and the original basis 
of valuation for estate duty 
purposes is laid down in Section 
7 (5) of the Finance Act, 1894, 
as the price the property would 
fetch if sold in the open market 
at the time of the death. It would 
be difficult to formulate a simpler 
conception. It is clearly an 
attempt to relate valuation to 
reality, to link it with daily life 
and the normal processes of 
trade. The concept has not 
proved simple in interpretation 
and application; but the point 
I want to emphasize at the 
moment is that ‘property’ is a 
general term. Whether you are 
valuing a house, a race-horse, a 
quoted share, or a family com- 
pany, the basis of valuation is, 
so far, the same. Why then has 
the family business; the family 
company, ee a special problem? 

In the first it may be remarked that though 
the approach a valuation is, so far, invariable, the 
method of finding the duty is not. If you hold a 
block of quoted shares you can sell- some, but if 
you own a race-horse you can’t cut off one of its legs. 
And the owner of a family company. resents mutila- 
tion. There ‘ig a tendency, too, for the holder of. 


I MUST start with the usual assurance that no one 


control in a family company to sink most of his. 


resources into it, so that there is little outside it from 
which duties can be. met. The’ problem may be 
negligible when the maximum rate of éstate duty is 8 


per cent, but it is a different matter when it 18 80 per ` 


cent; so that the emphasis on the private company as 


A lecture delivered to the South ‘Wales and Monmouthshire 
Society of Chartered Accountants, the Swansea and South 
West Wales District Society of Incorporated Accountants, the 
Swansea and District Society of the Association of Certified 
and Corporate Accountants and the Swansea and District 


Branch of the Chartered Institute of Secretaries, on February’ 


3rd, with Mr C. Montgomery Williams, F:C.A., in the chair. 





Mr E; A Fairweather 


a special case has incréased with the rates of duty. 


Increase in Number of Family Ee 
Further, the number of family companies has 
enormously increased since 1894, at which date the 
statutory private company was unborn. The butcher, 
the baker, the candlestick maker, have become 
progressively conscious of the 
f various advan of incor- 

‘poration, and the old game of 
‘Happy Families’ should be re- 
issued as “Happy Companies’. 
One result of this, sometimes 
accidental, sometimes deliber- 
L ate, was a reduction of taxable 

value for estate duty purposes. 

Of course, where the deceased 

owned the whole or substantially 

the whole of a business, it made 
| virtually no difference whether 
it was incorporated or not - 

‘except that the company was 

easier to handle, had its regis- 
tration costs already met, and 
was ibly- more marketable. 

In neither case could the concern 
d be worth less, in the open 
KN market, than the aggregate value 
SS of its assets, with goodwill if 

@ any: Here let me pause to 
‘make this point — that an abso-- 
iute controlling interest always 
has been valued by reference to 

| the-assets, and this approach. is 
not the result of special or penal legislation. 


Family Quási- Partnerships 

Where difficulties of valuation arose was more often 
in the case of family quasi-partnerships. Consider 
a purely fictitious and ` improbable case of three 
brothers in-equal- partnership, the sole partnership 
property being £30,000 War Loan. On the death of 
either - partner, his one-third interest would- bè 
valued normally at the price of {10,000 War Loan, 
because either under.:the terms of the partnership 
articles or the provisions of the- Partnership Act, 
that was what the estate could get. That was the 
realizable value. of the rights owned. But. postulate 
the incorporation of this improbably simple partner- 
ship as a company with. 30,000 {1 shares held 
equally by the three brothers. Is the value of the 
10,000 shares held by the deceased equivalent toa 
holding of {10,000 War Loan? 

To some extent the answer turns on the attitude 
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of mind of the surviving brothers; but we cannot 


dispute that what we are valuing is a minority. 


interest, the holder of which has not complete 
freedom of action over the assets of which he in 


effect owns a share. While this may be of little 


importance in our case of pure War Loan, it demands 
more consideration in a trading concern, where the 
two hypothetical surviving brothers may combine as a 
family unit to direct the company’s policy. I shall 
have more to say later on this point. 

Quite apart from the tendency of incorporation to 
reduce the value of an aliquot share of assets, many 
private companies include in their articles restrictions 
on transfer far exceeding in stringency the statutory 
requirements. Sometimes the transfer price is 
controlled by a formula or even specifically laid down; 
and quite early in the history of estate duty it was 
urged upon us that the restricted price at which 
shares could be transferred was the dutiable value. 
To borrow a current expressive phrase, the Courts 
would not wear that: and the Jameson case in 1905, 
followed by the Crossman case in 1936, have estab- 
lished beyond quyestion that the statutory open 
market value means something that no domestic 
manipulations by a company can vitiate. 

We have to assume a sale in the open market even 
where such a sale is impossible; the only limitation 
is that we must assume the purchaser bound by the 
same conditions as the vendor. This means that the 
hypothetical purchaser of a minority holding in a 
private company does not buy an unfettered interest; 
and this fetter in his hands affects in some degree the 
price he pays. So restrictions on transfer have, in a 
degree, reduced the dutiable value. 


Structure of Private Company 


As mentioned above, the valuation of a controlling 
interest has always been approached on the basis of 
the value of the company’s assets; but the structure 
of the private company tended to facilitate the 
dispersal of share control around the family circle, 
while the patriarchal founder of the . business, 
through the framework of the company’s articles 
and his position on the board, retains practical 
control in his own hands. Special legislation in 1930 
and 1940 — the latter being embodied in the famous 
Section 55 of the Finance Act, 1940 — reinforced the 
hand of the Revenue in cases of control, and extended 
the type of case where an assets basis of valuation 
applied, beyond the shareholding carrying control in 
itself, to many types of case where the deceased was 
the dominant figure. Let me make it plain once 
more, that this legislation was not the effort of a 
grasping Revenue to mulct the taxpayer of yet more 
of his capital; it was to protect the Revenue, in part, 
against some of the loss of duty resulting from the 
operation of company law. I assume that you will 
generally leave purely legalistic arguments as to 
whether Section 55 applies, to the solicitors; and 
that you are more interested in the approach to 
valuation once it is established that valuation has 
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to be made by reference to a company’s assets. 

First let me make a very simple point, namely, 
that when we are valuing by reference to a company's 
assets, the articles of association and restrictions on 
transfer of the shares are completély irrelevant. This 
seems to me self-evident; but I assure you I have 
more than once come across valuations by your 
profession where, the value of the assets having been 
computed, a deduction is made for unmarketability. 
In such a case the question does not arise. The 
assets of a private company, just like those of a 
public company, can be sold in the open market. 
Though our sale may be a fictitious one, our market 
is not. The questions are, if this company’s assets 
were being sold, how would they be sold and what 
would they’ realize? 


Realization at Best Possible Price 


It is well established by law ep by the Ellesmere 
case? — that we are entitled to assume realization 
in the manner calculated to produce the best possible 
price. This may involve selling the whole assets of the 
business as a going concern, hiving off parts to 
specially appropriate purchasers, or breaking up the 
business and selling the assets piecemeal. I do not 
mean that this must be done in fact, but that the 
hypothetical sale must be approached from each of 
these angles. The dutiable value can never be less ` 
than the amount realizable by the third method, of 
piecemeal sale. The normal approach would be by 
way of sale as a going concern, Gees this is likely 
unless the company has a particularly unfortunate 
trading record, to fetch a better price. ~ 

The accountant faced with the problem of valua- 
tion on an assets basis will normally take the com- 
pany’s last balance sheet prior to the death as a 
starting point. The book values of the assets will in 
some cases be artificial, and need to be brought in 
line with current going concern values. Liabilities 
will be deducted, and having arrived at a net 
figure the valuer will consider whether the level and 
trend of profits justify an addition for goodwill. In 
considering the rate of profit return on capital, he 
will presumably eliminate from the assets any 
(such as surplus cash or investments) which are 
clearly extraneous to the business and would normally 
be withdrawn by a yendor before sale. The final 
figure will need to be increased by the addition of 
profits earned between the date of the balance sheet 
used and the date of death. Sometimes, where the 
death occurred near the end of a financial year, it may 
be more convenient to work on the next balance 
sheet after the death and make a deduction for the 
profits earned from the date of death to that date. 


Formulistic Approach Unreliable 
for Valuation 
A survey of prices actually paid for goodwill makes it 
abundantly clear that no formulistic approach can 


1 Ellesmere (Earl) v. Commissioners of Inland Revenue, 
([1918] 2 K.B., 735). l 
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be relied upon to give a reliable valuation. Sometimes 
the custom of a trade more or less standardizes 
something in the nature of a formula: but generally 
the final figure is the outcome of negotiations between 
the buyer and seMer and their advisers. The matter 
may be approached from the angle of so many years’ 
purchase of net profits, or of super profits, or by a 
simple capitalization of profits and deduction of the 
tangible assets, goodwill being represented by the 
difference. 

The solution will depend in part upon the trend 


of profits — i.e. whether upwards or downwards, the . 


steadiness of profits, and the existence of any special 
circumstances affecting the company’s prospects. 
Sometimes goodwill exists: in a name even in the 
absence of immediate profits; sometimes a goodwill 
figure is paid which really represents a premium on a 
job for the purchaser. 

The point I must stress is that my office champions 
no special theory of valuation. Our approach to the 
question of valuation of goodwill — indeed to all 
valuations — is as empiric. as possible. When anything 
is capable of sale in the open market, the only 
question is ‘what does happen when this sort of thing 
is sold? What would happen if this actual thing were 
sold under open market conditions’? Our answer can 
only be derived from collated experience, based on 
records of sales in the national and trade Press, 
valuations from practising professionals who advise 
and negotiate in deals, and other information that 
reaches us in correspondence and discussions. 


High Profits 


Where profits are high, then, the question of a 
goodwill value over and above the value of tangible 
assets arises. But what about when profits are lou? 
Can there be an antipode of goodwill, narhely, 
‘badwill’? There is no doubt that the word is used, 
that it is sometimes useful, and that it conveys a 
meaning. But I think you, as accountants, will 
agree with me that it does not exist as an entity. 
I have never seen such an item in a balance sheet. | 
have seen goodwill, of course; I have seen valuable 
fixed assets disappear, on paper, through generous 
depreciations; I have even seen that last resort of the 
defeated accountant, e pounds, y shillings and 
z pence ‘to balance books’ (and what visions: of 
tortured hours of midnight oil that conjures up). 
But badwill, or negative goodwill, never. 


Poor Profits 


If a company is earning abnormally poor profits, 
there are a number of possible explanations. It may 
be due to poor management. It may be due to a 
need for rationalization. Possibly it is attributable to 
economic circumstances beyond the directors’ control 
which would disappear in the hands of a purchaser 
with an existing organization that would enable 
overheads to be reduced. Further, before deciding 
that profits earned do not represent an economic 
return on the assets employed, we have to consider 
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the very difficult question as to what, in the par- 
ticular circumstances of the case, is an economic 
return. 

I should also like to emphasize the fact that asset 


value and profit-earning capacity are, in the con- 


ventional type of trading concern, different facets of 
the same fact. In the case of such an undertaking, to 
say ‘this group of assets is valued at {10,000 as a 
going concern, but it is incapable of earning com- 
mensurate profits’, would be a contradiction in 
terms. 

What I am leading up to is this. If you compute 
the aggregate value of your company’s assets, deduct 
its liabilities, and arrive at a net figure: if you then 
can prove that its maximum potential profits fall 
unquestionably short of what any reasonable person 
would expect as a return on the capital he risks in 
buying the undertaking, then, I maintain, there is 
something wrong with your valuation of the assets: 
You. may call the difference badwill or negative 
goodwill, if you will, but it is in fact nothing more 
than a reconciliation figure to make notional book 
values fit the facts, just like the figure ‘to balance 
books’. 

I pointed out above that the Revenue is entitled 
to assume the company’s assets are sold in the way 
that will produce the best possible price; and in 
the case of the concern whose outlook as a going 
concern is hopeless, the assumption of a break-up is 
the only possible approach. The value so reached 
is a mintmum, and no question of negative goodwill 
can arise. We are not, in that case, valuing as 
Sunday’s joint, but as Thursday’s hash. This point 
has already been made clear in published statements; 
but that there is still some misapprehension is 
apparent from cases that come before us. 


‘Hypothétical Sale of Assets — Not Liabilities 


While we are on the subject of valuations on an 
assets basis governed by Section 55 of the Fimance 
Act; 1940, there is one other cause of rather frequent 
misunderstanding that I should like to clear up. 
The statute demands a hypothetical sale of the 
company’s assets — i.e. the gross assets — but not of 
the liabilities. The latter have to be arrived at on 
the basis of Section 50 of the same Act, and may 
not correspond with the liabilities which would be 
taken into account by the vendor and purchaser of 
the undertaking. If the undertaking is actually sold, 
I am sure you will find that my office will do its best, 
within the framework of the Act, to minimize any 
difference between the statutory and the factual 
value. Further, where the deceased’s shares of the 
company are sold after the death under circumstances 
which conform to Section 30 (1) of the Finance Act, 
1954, we may find the sale price (with suitable 
adjustments) forming the test of value. 

As I have indicated, the special legislation” 


.culminating in the Finance Act, 1940, was initiated. 


for the protection of the Revenue against losses 
resulting, either directly or indirectly, from the 
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growing practice of incorporation. But it is a feature | 
of legislation that it can never be sure of doing 


Justice in all cases: and there was heard a growing 
voice of protest that what was designed to protect 
the, Revenue was in fact oppressing the taxpayer. 


My office, of course, has no discretion in applying ` 


the provisions of Section Ep — Our function was to 
interpret the law as it stood: and to have given-us 
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discretion might well have placed ‘an almost intoler- ' 


able burden’ and responsibility on our personnel..My 
own viéw is that there was a tendency (a natural 


one) to exaggerate the injustice; but there is no doubt . 


that the provisions of the Act, coupled with the 
high rates of duty, did sometimes operate harshly. 
The major problems aróse where, although the 
deceased had had statutory control and an assets 
basis of valuation was obligatory, control did not 
inhere in the shares which were in the executors’ 


hands, and their only channel of realization may 


have been. through the medium ‘of the articles at a 
controlled -and restricted price. | 

Even where the executors had an actual controlling 
interest, such control may have passed to the family 
under the’ terms of the will; and while realization 
would have éasily provided the duty, this might have 
meant the sacrifice by the farnily-of both their 
sentimental attachment to the business and their 
means of livelihood., So: this time, in 1954, the 
legislature has to step in for the protection of the 
taxpayer: and Sections 28-31 of the Finance Act, 
1954, are framed for the purpose.of amelioration. 

-In a lecture I gave in Manchester, which was 
reported in The Accountant dated April 16th of 
last year, I ran over some of the main provisions of 
Section 55 of the Finance Act, 1940, and their 


modifications by the 1954 Act, and I am anxious to,_ 
etition as far as possible. I shall; therefore, ` 


avoid re 
refer only very briefly to the reliefs conferred by the 
later Act. 

TH first important point was the reduction of the 
rates of estate duty op Oe proportion of the assets 
value“ of shares represented by certain. types of 
assets. Questions of apportionment arise in which 
you, as accountants, will | be involved; and it is not 
inconceivable that in some cases the application of 
Section 55 will actually be EE to the 
taxpayer. 

The second important point is a more limited 


April, 21st, 1956, 


three years of the.death for their notional value on an 
assets basis, provided the'sale is a genuine negotiated 
transaction between strangers. 


P Minority- Holding 


So far I have been dealing almost a with 
companies: to which Section ze of the Finance Act, 
1940, applies, or where a controlling interest is for 
any reason being valued.. 

‘I should now like to take that one eee 
step across the border line into the realm of the 
minority holding. Suppose we are dealing with a 
49 per cent interest. Does it make any difference 
whether the other 51 per cent interest is held by one 
person or several? Does it matter whether the 51 per 
cent interest is held in the family circle? Are the 
bases of valuation of a 49. per cent interest and a 
4°9 per cent interest exactly the same? I can only ` 
approach these questions with certain generalizations. 

It was remarked by Lord Greene in Re Smith & 
Fawcett Ltd ([1942] All E.R: 542), that: 

‘Private companies are, of course, separate | 

entities in law just as much as are public companies, 

. but from the business and personal point of view 

they are much more analogous to partnerships than " 
to public corporations’. 

I have cited this obiter before, and occasionally 
been criticized for making use of a case which was not 
on an estate duty matter. I take this opportunity of 
making it quite clear that I know it is not an estate _ 
duty case and never thought it was. But the learned 


- judge has enunciated with clarity what is a general - 


application of Section 55 where the deceased had not 


actual share voting control within five years of his 
death. If, nevertheless, by the terms of the statute the 
case is prima facie brought within the range of the 
assets basis of valuation, one condition for the applica- 
tion of the section is that immediately after.the death, 
control. must be vested in a family. This amendment 
introduces two quite new ideas so far as the statute 
is concerned — firstly that the seat of control after 
the death is. relevant; ‘secondly that the family is 
treated as a unit. 

The third important relief is the substitution, in 
some cases, of the sale price of shares sold -within 


truth, almost a general truism. 

-The part owner of a family business does not 
change his outlook when the business secures the 
benefits. of incorporation —it is still the family 
business to him, and very largely to those with whom 
he deals. And when occasion arises to sell a share in 
this family concern, both vendor and purchaser may 
be completely indifferent to articles in the financial _ 
Press and rumours on the stock exchange, which ` 
“mould- the views of the ordinary speculator or 
investor. 


Open Market Sale is Test of Value 
Sale in the open market remains our test of value: 


but, of course, it is not often that the occasion arises 
for a sale of a family company interest under such 


conditions. . Often the interest passes, on death, to 
other members of the family, and means are found to 
avoid an actual sale. If a sale is in fact effected, the 
family are the most probable purchasers, and the 
price is likely. to be gauged not by true commercial 
worth, but by motives of affection or need. 

'. If we bad an “open market’ sale, the dpenanarket 
would, of course, include members of the family: but 
for the purpose of our hypothetical sale we are. bound 
to dssume that these members are motivated solely 
by the canons of commercial worth, and with the 


` knowledge that if they don’t buy someone else will, 
_ because a sale is postulated. __. . S 
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If a sale outside the family is necessary, the most 
likely contacts are surely friends, business associates, 
employees of standing, or persons in the same line of 
business. The matter is personal and domestic, 
completely removed from the abstract appraisements 
of quoted shares. 

In order to approach our estimation of the value 
of an interest in a family company on the basis of an 
assumed sale in the open market, we have to con- 
sider the manner in which the shares are distributed, 
the special circumstances which would operate in the 
minds of the seller and buyer, and who are the most 
likely purchasers or classes of purchasers. That is to 
say, we must make our approach as Gg as 
possible. 

What would really happen if this interest were 
freely sold? It is quite clear that the answer must 
differ widely in different cases, and that nothing 

approaching a rule or formula could be evolved. For 
- instance, if our holding was 20 per cent and two 
other members held 40 per cent each, there might 
be rivalry and competition for the acquisition of the 
20 per cent interest which could confer control. On 
the other hand, either one or both of the 40 per cent 
holders might be ready or anxious to get out of the 
business on advantageous terms, and might be 
willing to join with the 20 per cent holder in selling 
a controlling interest. 

Again, the death of one of dives equal and active 
shareholders may leave a gap in the effective personnel 
which the remaining shareholders cannot themselves 
fill. A new-comer with knowledge and experience of 
the trade might be welcomed both to the membership 
and to the board, much as a new.working partner 
would be welcomed who supplied a need in an 
unincorporated business or practice. There is the 

uestion, of course, of whether a purchaser of the 
ec holding would in fact get a directorship, 
and this raises the whole question of probabilities. 

Every person who buys shares of any-kind, at any 
time, buys certain chances, or expectations, or 
| probabilities, which the vendor cannot guarantee. 
One has to assume, for example, that the directors 
are honest and will remain so; that they will continue 
to manage the business with the skill and judgment 
they have shown in the past; that reasonably compe- 
tent directors will succeed them; that the company’s 
activities will not suddenly be made illegal; that 
floods, riots, etc., will not ruin the company’s trade 
tomorrow. 

Even in gilt-edged investment the assumption has 
to be made that the country will not be conquered in 
war, or that phenomenal inflation will not rob 
existing currency of its meaning. The risks a pur- 
chaser takes determine the price he pays. And where 
the set-up and circumstances of a family company 
are such as to make it reasonably probable that a 
purchaser of the deceased’s holding will get on to the 
board, this will affect the price, and it is no answer to 
say that the vendors have not the power to ensure this. 

On a sale in the open market we are entitled to 
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assume normal, reasonable people who act in a 
normal, reasonable way, and if the company is 
composed of abnormal, unreasonable people (and 
family companies admittedly sometimes are), it is 
up to the parties to prove it, 


Plea for a Practical Approach 


Me plea is for a real and practical approach, not a 


nebulous and over-legalized one. In dealing with 
valuation under Section 7 (5), we sometimes hear 
references to a ‘fictitious market’, but the fiction is not 
primarily in the market, it is in the assumption that 
we can get our shares into it. Let us not people our 
market solely with timid weaklings who would never 
take a reasonable risk or back a fancy; with ogres on 
the board who, while they would only themselves 
buy at a derisory price would ‘freeze out’ anyone 
who was prepared to pay. a decent one; with the 
miser of melodrama keeping his hoard under the - 
mattress, to whom a holding of national savings 
certificates would be a wild-cat gamble. No; our 
open market is alive with people of flesh and blood, 
who act as humans do act frome motives that are 
common to mankind. 

If our market 1s more open than we are accustomed 
to, it is merely that we have flung our doors wider to 
the people, not of fiction, but of fact. The men whom 
we assume to emerge from this crowd are those who 
are interested in the thing we have to sell — which is 
exactly what we hope for, whether we have to sell a 
tace-horse or a postage stamp. 

I have discussed above the type of people who are 
likely to be interested in a large minority holding in a 
family company: and the manner of their approach 
is likely to be that of the quasi-partner. They will be 
more interested in assets and profits than in dividends 
which may be nil, or in any case bear no relation to 
profits. The price ultimately agreed will depend on 
the precise set-up and needs of the company and,the 
negotiating points available to both vendor and 
purchaser. 


Small Minority Holding 


The valuation of the small minority holding in the 
large private company I propose to treat very 

y—it has been dealt with at considerable 
length E and is in some ways much simpler 
than the interests we have been considering. lt is 
comparable with the type of holding that is dealt 
with on the stock exchange, and comparison with 
quoted shares in the same industry affords a simple 
and obvious starting-point. 

Our major problems are likely to be limited to two — 
the finding of comparable companies, and the estima- 
tion of the extent of the allowance for the fact that the 
assumed purchaser must be regarded as bound by the 
articles of association. This allowance must depend 
on the stringency of the restrictions on transfer. 

* So far I have been dealing with the valuation of 
shares, ranging from controlling interests to small 
minority holdings, in private companies. 
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Claims Against Companies 
It may be of interest if I touch on another aspect 
of valuation which is not primarily a valuation of 
shares at all, but of the proportion of a company’ 8 
assets which is sometimes ‘treated as passing on a 


‘death, giving rise to a liability on the company 


itself for estate duty. This -springs from certain 
legislation in 1940 (a revised form of a 1930 
enactment), subsequently amended in 1944 -and 
1946, but centring round: Section Ap of the Finance 
Act, 1940. This legislation was- for the. protection 
of the Revenue from certain growing forms of 
avoidance devised through the application of financial 
ingenuity to the structureand machinery of companies. 
`- You will appreciate that if a person gave property 
away completely and then survived a period specified 
by statute, the property escaped-estate duty on his 
death. If he retained a life interest in the property, it 
"attracted estate duty, no matter how long before the 
‘death it was given away. The problem before the 
property owner who did not see why his family 
should pay more duty than they need, was to 
anticipate, as it were, the terms of his will by dis- 
positions inter vivos, ‘and yet continue to enjoy the 
income of the property.during his life without 
retaining a legal interest in it. The multiplicity and 
ingenuity of machinations to this end have to be 
seen to be believed. < 

- The simplest and most obvious means was to form 
a company, give the shares away, and yet by means of 

a governing directorship secure that the bulk of the 


income should still be retained by way of remunera- _ 


tion. The rights which the founder retained were not 
(technically) related to the gifts of shares, and 
‘provided he survived three or five years (according 
to the statute operative at the time), did not preserve 
a claim on the shares donated. Further, there was no 
liability under Section 2 (1) (b) of the Finance Act, 
1894, in respect of the cesser of the income which the 
deceased enjoyed as holder of an office. 

'_ Sometimes a landed estate would be formed into a 
company, the shares given away, but the property 
leased to the transferor for life at a nominal rent. 
All that happened on his death was the determination 
_ of the lease, and estate duty was again avoided. 


Manipulation of Capital Structure 

But where lawful avoidance experts really. went to 
“town was In manipulation of capital structure. 
Suppose a man sells his business to a company for 
£10,000, the consideration being £9,500 in preference 
_ shares and £500 in ordinary shares. He gives the 
_ preference shares to his family and takes the ordinary 
shares himself. If he gives the preference shares a 
fixed dividend of one-tenth of x per cent, it follows 
that the founder holding only one-twentieth of the 
capital, nevertheless enjoys the whole of the income 
available for dividend apart from the Zo 10s required 
to pay the preference dividend. 

If the founder also includes in the articles a 
provision that on his death all shares shall merge 
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into a single class — viz. ordinary shares — it means 


that-on his death we have only one-twentieth of the 
equity to value. There has been no further ‘passing’ 
of property, but only a readjustment of rights carried 
by the same property. Variations on this theme 
became numerous, and to the Revenue, costly. - 

Section 46 of the Finance Act, 1940, and its 
ancillary and amending sections impose three simple 
conditions before there can be a against the 
company in these types of case. The company must 
be one to which the Act applies; the deceased must at 
some time have made a transfer of some kind of 

roperty to the company; and the deceased must have 
a entitled to benefits from the company during 
the last five accounting years prior to his death. 
Simple conditions — yes; but overlaid with a mass of 
definition, detail, and proviso, aimed partly at making 
the mesh of the net fine enough to catch the fish we 
want, partly at preventing the fish from being caught 
twice, and the inequity of double taxation. 

To many of you the type of computation involved 
in a Section 46 claim is, I am sure, only too familiar; 
but for the sake of those fortunate ones who have so 
far escaped that form of torture, I may say that the 
estate duty claim is on a fraction or ‘slice’ of the 

company’s net assets at the death ascertained by 
comparing the aggregate benefits of the deceased 
for five years with the company’s aggregate income 
for the same period. 

Benefits are defined be Section 47 and Section 58 
(3), and paragraphs 1 and 2 of the Seventh Schedule 
of the Finance Act, 1940, and include not only sums 
paid or credited to the deceased, but also enjoyment 
of benefits in specie, certain payments he could have 
received but did not, and sums that enure for’ his 
benefit. There are provisions for excluding reasonable 
remuneration from benefits. Income of the company 
is ascertained on an income tax basis. 

There are provisions for adjustment of the compu- 
tation ‘where the assets have varied by capital addi- 


- tions or capital distributions during the relevant period. 


' It will be appreciated that benefits may have © 
flowed to the deceased by virtue of holdings of 
shares or debentures which pass on the death, and it 
would be manifestly unfair to tax both the shares 
and debentures and the slice of the company’s assets 
producing the same benefits. The Act covers this. 

No simple explanation of the ramifications of 
Section 46 is practicable. I am afraid that every 
case in practice is bound to involve you in a detailed 
study of the relevant provisions. 

My remarks have perforce been of a somewhat 
general nature, but I hope they may have contributed 
to a clarification of the background against which our ° 
valuations are approached. The relationship between 
the. Estate Duty Office and your profession as a 
whole is a most amicable one, and we value many ` 
friends in your ranks. Our professional differences are 
usually resolved round the conference table; and I 


am sure this is the result of mutual understanding of 


each other’s viewpoints. 
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WEEKLY NOTES 


American Apdit Report Clarification R 


Since 1939, the official view of the American liistitute 
of Accountants has been that, whenever the assets 
concerned are a significant part of the company’s 
total assets, audit procedures for the verification of 
trade debtors should include direct co ndence 
with customers and that the eae should be present 
at the physical stock-taking. If these checks are not 
imposed, then the audit report, must mention their 
omission and, further, no opinion on the overall 
fairness of the accounts ‘should be contained in the re- 
port unless the auditor has satisfied himself by ‘other 
procedures’. 

It has come to the notice of the American Institute 
that, in some instances, although the auditor has men- 
tioned in his report the omission of those procedures, 
it is not certain whether he made satisfactory alterna- 
tive checks before giving what in this country is called 
colloquially ‘a clean certificate’. To remove doubt, 
the Institute proposes, in the latest Bulletin (No. 26) 
of the Committee on Auditing Procedure, that a 
positive statement regarding the verification of those 
assets should be contained in all audit reports and 
suggests the following wording: 


‘Our examination was made in accordance with 
generally accepted auditing standards, and accord- 
ingly included such tests of the accounting records 
and such other auditing procedures as we considered 

. necessary in the circumstances; however, it was not 
practicable to confirm receivables (to observe the 
physical inventory taking), as to which’ we have satis- 
fied ourselves by means of other EE pro- 
cedures.’ 

The Committee point out that the conclusion 
expressed in its definitive ‘Codification of statements of 
auditing procedure’ that the ‘other procedures’ can be 
satisfactorily adopted only in rare situations in which 
the “extended procedures’, mentioned above, are 
applicable and are not used still stands. 


Full Employment and Rising Prices 


A popular version of the White Paper “The Economic 
Implications of Full Employment’ has now been 
published setting out the problem of reconciling full 
employment with stable prices.1 ‘As an exposition 
for general consumption it has a number of merits. 
It is short and ‘within the limits set by a complicated 
and somewhat controversial subject, the text is clear 
and convincing. The pamphlet sets out to show that 
there has been high employment and high output 
since the war but that this has been accompanied 
by rising prices. It points out that between 1946 and 
1955 prices rose faster than in any other nine peace- 
time years in the last hundred. Prices have risen 


Sale full employment mean ever-rising prices? HMSO, 


SE because incomes ; (that i is wages, salaries and 
profits) have risen faster than output. The authors 
of the pamphlet emphasize that the pressure on prices 
has come mainly from these internal factors and that 
incomes have risen faster than output because people 
have tried to link them to something else. Some of the 
things have been the cost of living, the relative wages 
of other people and the movement of dividends. 
‘As they een point out, although it may be very 
‘tempting to fix a wage claim in terms of a rise in the 
cost of living, if this involves putting incomes up 
more than output it will drive up prices and the cost 
of living still further. . 
- Pointing out that the trend of prices is of great 
importance because rising prices discourage saving, 
lead - to social unfairness and reduce our export 
potential, the pamphlet makes certain suggestions as 
to what should be done. It says that the Government 
should help to keep a balance between the supply of 
goods and the supply of spending money. Second 
employers and workers should agree together De 
the most im rtant thing is to raise productivity. 
-Third, it that all decisions about incomes — 
whether they be about wages, profit margins or 
dividends, should be made in the light of the fact 
that if total incomes go up faster than output, prices 
will, certainly rise. It is perhaps important to em- 
phasize the ‘phrase ‘spending money’. A major 
favourable influence on the situation would be that 
even although incomes might rise, savings might 
increase more rapidly. Incomes do not bécome danger- 
.ous-In an economic sense if a smaller amount of each 
“increment of income is spent, the rest being saved 


l Factory Building - 


Returns are now available for the amount ofenew 
industrial building approved in certain regions in the 
first quarter of 1956. The areas for which figures are 
available cover London and the South East, the 
Midlands, Lancashire, Yorkshire, Wales and the West 
Country. In the first quarter of the year there was 
an average decline of 20 cent in the amount of new 
industrial building approved compared with the 
same quarter of 1955. It is important to differentiate 
clearly between building approved and’ bui 
started. The available evidence suggests that the 
rate at which constructional work is being started is 
still ‘running at a very high level and that completions 
this year are expected to be higher than in 1955. The 
drop in projects approved will not make itself felt 
until late this year or early in 1957. 

In many regions, however, the credit ‘squeeze’ 
has had some effect on factory building. Plans 
for new space for gas and electrical household 
SE television sets and car components have 

shite ala and the sustained demand for ap- 
„prov f plans for modernization and expansion have 
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come mainly from the engineering industry and from 
metal fabricators. Among various regions Lancashire 
continues to show a high rate of expansion while in 
the Midlands the expansion in the motor vehicle 
industry which was evident this time last year, has 
now disappeared at least temporarily. At the moment, 
the main impact of the credit ‘squeeze’ on new factory 
plans seems to have been in the North Midlands (in 
the Nottingham area) and in Wales. 


Railway Modernization: Next Two Years 


Last week the British Transport Commission an- 
nounced its modernization programme for the next 
year or two. These plans fall within the £1,200 million 
programme to be undertaken over a fifteen-year 
period. A number "of electrification. schemes will 
be put in hand before the end of 1956 and so will the 
introduction of colour-light signalling and track 
widening to speed up traffic. The main features of 
the 1956-57 programme are, in addition to the two 
items mentioned, the replacement of steam locomo- 
tives by 400 diesel shunting locomotives, the intro- 
duction of 174 main line diesel engines which were 
announced some time ago), the construction of about 

1,750 ER diesels for service between large towns 
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such as Edinburgh and Glasgow, construction of 
new passenger coaches and certain work on marshal- 
ling yards and goods stations. The replacement of all 
timber-bodied coaches is planned within the next 
seven years. 

The reduction of £12 million announced some-time 
ago in the 1956 capital investment programme for 
British Railways will slow down minor projects but 
is not expected to postpone any major items. This 
work will mean a large addition to the order books 
of many companies and will further improve the 
prospects of those industries dependent upon the 
railways for their turnover. There have been signs 
recently of improving prospects for the rolling stock 
manufacturers in export markets. Locomotive manu- 
facturers continue to feel the pressure of severe 
competition in export markets but the strong 
possibility that British Railways may use private 
companies for their diesel engine requirements 
more than they used them for steam locomotives 
gives hope that these industries will develop a 
substantial and reasonably stable domestic market. 
In this way they would become less dependent on 
securing export orders, often against cut-throat 
competition. 


FINANCE AND COMMERCE 


Now that the Budget has been removed as ‘an 
obstacle from the stock-market path it is less difficult 
to ‘take a view’. The immediate necessary price 
adjustments having been made there are signs of 
tenewed investment demand on the basis of the 
Pudge Ge 


Preliminary Semit 


This week’s reprint gives the preliminary statement 
issued by United Drapery.Stores Ltd-one of the 
most extensive we have seen. There is the point 
which has been noted by the Press commentators, 
that the figures include for the first time the profits 
of Alexandre, that no separate figures for Alexandre 
are given, that the 1954-55 figures are not adjusted 
for comparison, and that it is not possible to tell, 
therefore, just how far trading did improve. This, it 
may be expected, will be dealt with in the final report 
and statement. 

' The other important point, and it is apparently 
for this reason that a preliminary balance sheet has 
also been provided, is the adoption of a professional 
valuation for the company’s properties. This matter 
is dealt with in the notes, from which it will be seen 
that the valuation surplus has been mainly used to 
write down the substantial goodwill item to £r. 
Particular notice will be given to the exclusion from 
the valuation surplus of leaseholds which expire 
before the year 2000, which may still seem a long way 
off, but is getting fairly close in terms of leasehold 
tenures. After the virtual elimination of goodwill, 


there remains {716,092 of the valuation surplus, 
which forms part of the capital reserves. 


Base Stocks 


‘Base stock’ valuation, which has recently been dealt 
with at length by Mr W. E. Ogden, F.C.A., as chair- 
man of The Delta Metal Co Ltd, is also a principal 
point in the statement by Mr P. y. Hunter, chairman 
of Thomas Bolton & Sons Ltd. 

This company’s long-established practice has been 
to hold on the books at its original cost, the base stock 
of copper ‘which serves only to provide metal for the 
filling of the production pipeline’. The directors 
consider that they would be ill-advised to depart 
from-the principle of retaining a stable valuation for 
this material which is not, in effect, available for sale 
so long as production continues. To alter its valuation 
in tune with copper market fluctuations would, in 
some years, result in grossly misleading profit and 
loss ‘figures. 

On the other hand, they are now satisfied from 
consideration of all available means of estimating 
future trends, that the original cost valuation is well 
below the lowest market price which copper is ever 
likely to reach and that, in consequence, the real 
value of the base stock can now safely be put at a 
higher figure than has been included in previous 
balance sheets. 

£125,000 Increase 


Continuing, Mr Hunter says that while a conservative 
valuation of assets is commendable, the directors feel 
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that. when; as now, it is safe to conclude that the- ‘Our present view’, he said, ‘is that in a business of 
. Valuation is over-conservative, some departure from’. this nature, a quaitér is too short a period over which 
* the rigid principle hitherto followed is called for.: to report and that the chance, and I meari chance, of 
Accordingly, the stock valuation this year has been such reports . being GE is too- Gees to be 
SECH A125: 5,008 ee a corresponding sum has accepted.’ : 

a to the net profit shown in the profit and, - . S 
logs account, which amount has been Ree to money Market 
general reserve. 

Mr Hunter reminds shareholders of his previous 
statements about the Inland Revenue’s insistence 
on the base stock being valued in relation to'current 
market price and adds that the present balance sheet 
valuation goes some way towards bringing the two 
sets of figures into line. Taking account of this, 
however, there still remains a distortion when com> ` 
parison is made between the trading profits of the 


years 1954 and 1955 and the corresponding Chargen ` jn view of substantial changes this year, the draft Balance Sheet (subject 
for taxation. _ to audit) is EE In? hinges to the preliminary results for the year to 


In this general context, Mr Hunter commends the "fM anuar, 133 


. Rhodesian Selection Trust — the great copper pro- Kier unt for the year tò 28th January, 1956, s = 


EN 


_ With the market’s bid. lifted by 3d to £98 148 “sd 
- there was a fall in the:average rate to £5 2s 5-97d per 
cent at the Treasury Bill tender on April 13th. At the 
new bid, the market. received 60 per cent of require- 
ments. - Applications. totalled £381,3 10,000. This 
week’s offer is £230: million. ` - 





UNITED DRAPERY STORES LIMITED 


ducer — for its efforts to induce greater stability in _ Group Trading Profit... NO e, oie EEDI, i44 £4,550,778 
copper prices by selling on a basis fixed by th ou Eon ete ea EE £5,501,668 £4,038,379 

independent of the London Metal Exchange. There _ na longer required) Gasen £2,031,732 
is no sign, however, of other main producers follow- a Conca outside Interests In Sub- * £131,987 


Ordinary Dividend, interim 


æ + + + + 25 det 
greater price stability is needed if the copper industry Proposed Final 20% on Capital as doubled ia SS 
18 not to be threatened with still further inroads by - Petes retained by Group eg d : Geen Hp 1.153.575 l £1,004,518 
eae materials. e 


£163,490 
ing suit, and he warns that drastic reduction and | Net Profit attributable to Holding Company . Opes . See 


_ Note on Divideñds: ` Capital Dividend” Cost 
Interim Dividend 1954-55) =>. ` £2,946,054 I% eases 
Interim Satemene Final Dividend 195455 - 


, £950,544 
-Caplital increased £520,000" in February, 1955, in exchange for 


Half- early or ly statements? We noted some Alexandre Ordinary : . 
yearly y en? 
time ago a consideration of this question by the a ipia] singe doubled. Segel SC Den, | SEH 
accountancy profession in America — Che view there Final Dividend 1955-56": ; £6,932,108 20 €797,192” 
being that three months is too short. Beck ara + coal divided the equivalent of 65% en the: capital 
This also is the verdict of the directors of Associ- ` tu Balance Sheet shows the changes resulting-from the ‘professional 


ated Electrical Industries Ltd. In his speech aa: padon of ger referred wo by the Chairman in his 
chairman of that great company, Lord Chandos said Weeer enee S 

that the board had carefully considered whether the co 2038000, haan been included in nthe Balanco Share a Sen 
half-yearly report should be replaced by a quarterly. of this amount has been uted to o reduce the valua of C of Goodwill to £i. 
































WE? — : E? 
UNITED DRAPERY STORES LIMITED ee , EE Se 
Consolidated Profit and Loss Account, subject to audit e: b ét eer Eet 
Year to 29th fan. Year to 28th Jan 
£ l a, Gest € 
4,550,778 ` SE ‘Trading Profit.. S as IR 2s Së a+ a es oe CN bi as ees " es 3 H - 6,091,144 e 
157 Deduct: Depreciation e ‘ee eg Ki tg Sg 299,996 -.. M 
73,418 Leasehold Amortisation and amounts written off properties Pr Sa de e 2x 77 249. . 
-~ 230,824 Interest on Loan Stock and other advances die Ss Nes GIE e éi aa 212.321 - ; 
512,399 A ZS ; 589,476 
4,038,379 Group Profit before Taxation e ' 5,501,668 
Taxation on Current Profits: . - ee Ee, EE SE 
444,647 Profits Tax." .. ae, a GE Dës e, EE ge eek eg, Tes £72,704 
‘1,784,496 Ss a ~ Income Tax Be e e dE as as tee ae ve ser ` . "es. toe , tee "e we 2,339,592 
2,229,143 SÉ Se i l SE Ee 3,012,296 
97.41 t Less: Taxation provision no longer required.. . .. Vie ee va Soe Ur e Le 96,371 - 
2,031,732 732 > e ee e SCH E EEN 2,915,925 
2,008,647 l l o a 2,585,743 
163,490 : Profits attributable to Outside Interests .. ee ze = a Pe eres be ` 431,987. 
1,843,157 ` Net Profit attributable to U.D.S. Ltd. me ke as. E E as, 2,453,756 
Net Dividends Pald a Prapor by Holding GE SE e Ge 
4,537 Preference e s.. KA KE oe t. See 8 Ze IN bd i 4,743 
834,702 Ordinary ae os oa eg a ae ss ae e A e e ee. ee .. 1,295,437 
See GE i 2 ` , e , Fa ; - 1,300,160 








£1,004,518 Total Amount set aside to Reserves In the Group e. ak, we se oe ae ob. T Aa 
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WK 


5,350,455 
3,631,117 


8,981,572 
1,484,420 


7,497,152 


8,610,272 


£ 


+ 


6,127,190 


248,073 


ft ,366,967 


4,579,817 
160,005 


£13,350,094 





3,096,054 


5,521,893 
8,617,947 
3,164,647 
1,567,500 
£13,350,094 








6,787,150 


DT 


{50,000 
2,946,054 


164,423 
1,638,073 
1,802,496 





3,719,397 


Note f.. 


Note 2. 
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UNITED DRAPERY STORES LIMITED 
Consolidated Balance Sheet, 28th January, [956, subject to audit 


Fixed Assats:— e 
Freshold Land and Bulldings (Note /) ' 


Leasehold Land and Bulidings ww kk NO O NoOoO NnNoOo nN 
Less: Mortgage and Debentures secured on certain Land and Bulldings 


Furniture, Axtures, Fittings, Plant and Motor Vehicles: 
Less: Depreciation SS SS es Sé 
Trustees for Debenture Stockholders, Cash at Bank .. 


Current Assets :— 
Stock-In-Trade 
Debtors and Unexpired Payments ‘after deducting provision for debt contingencies and unearned 

profit £1,739, 124 (19554! 823,451) .. 
Debenture Stock of Subsidiary Company held for Redemption 
Sinking Fund Policies at Surrender Value Sa 
Cash at Bankers and in Hand ; 


Deduct:— 

Current Liablilties and Provisions:— 
Craditors and Accrued Charges 
Provision for Contingencies 
Unsecured Loans e 
Current Taxation .. k 

- Dividends jess Income Tax . ay 


Net Current Assets... ae gh Sg Së x p a a ue Së we 
Goodwill (Note 2) : 


PROVIDED FROM: 
Issued Share Capital of United Drapery Stores Limited:— 
a% Redeemable SE Preference Shares eg ae 
[nary Stock ; R Ve Sg Ss 


Capital Reserves :— 
Share Premium : oe dg Ke ef Sc e Së vg Gg "Ne Si 
Capital Redemption .. - 
Surplus on Valuation of Property (Note 3) Ze Ji ki e sä sà 
Genaral we ds SS Si Sek a Za SA Ge gé 


Ravenue Reserves and Surpivug:z — 


Mortgags and ever Geet Se kg Ger es oe de SS Sa Sa 
General Se SS Ss ba E ae Si A $ 
Purs neama E i DR SCH We e Ss fei Ss ët, * Ka SS va 
Profit and Loss Account .. e ve si SS oe k Ss Su “his Gë 


Total Reserves dä ia jue CR Cep e Ge 


Interest of Outside Shareholders Jn Subsidlary Companies 
Unsecured Loans:— 

44% Unsecured Loan Stock [966/75 

Loan to repay Notes and amounts payable to Vendors of certain shares 


Land and Buildings 
The Properties have been professionally valued by Messrs. Healey and Baker and the DEE 


has been adopted in the Balance Sheet, except that all Leaseholds which expire before the year 2000 


and which were valued ac £2,038,000 have not been included In these Accounts. The Surplus on 
Valuation over book value, after excluding these Leasaholds, amounted to £4,076,134. 


Goodwill! l 
Excess of cost over net value of tangible assets acquired in Subsidiaries .. 
Deduct: Amounts written off to 29ch January, | : 
Amount transferred from Surplus on Valuation of Properties 


Balance at 28th January, 1956 
Surplus on Valuation of Properties 


Deduct: Amount written off Goodwill * Bi ae 
DES at 28th January, 1956 .. 3... 


April 21st, 1956 


1956 


t 138,712 
14,106,114 





3;373,95 | 


3,407,678 


427,864 
59:71} 


+375 


8, 
6,! 
14,587 
| 


442,010 


13,145,545 


1,706,232 
12730 


14,864,527 


4,164 | 


7,605,753 | 





150,000 
6,932,108 


208,612 
184,353 
716,092 
{,635,504 


2,744,561 





97,952 
2,000,000 
2,500,000 

982,356 


5,580,308 








7,082, 108 


8,324,869 


15,406,977 


2,957,912 
3,000,000 


` £2 1,364,889 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Edita does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bonus Shares 


Sir, — The most conservative of accountants would 
not question the utilization of profits resulting from 
the realization of fixed assets for the purpose of paying 
up shares in full and their issue by way of bonus. This 
position is in effect the same as where undistributed 
trading profits are used for bonus purposes. 

It is another matter, however, when a reserve is 
created by the revaluation of fixed assets and the 
reserve is used for such a purpose. Such a reserve, 
representing as it does an unrealized profit (except 
perhaps to the extent that the assets in question have 
been over-depreciated in past years), could not in 


any circumstances be distributed either as a capital | 


" bonus or in any other form to the shareholders, and 
in the circumstances it is difficult to see what real 
consideration there has been for the issue of the 
resulting bonus shares. 

Nevertheless, the practice of revaluing and issuing 
bonus shares is adopted widely and appears to be 
accepted by the most eminent and reputable account- 
ants. No doubt there must be good reasons for con- 
sidering this procedure justifiable, but it would be 
interesting to have the views of readers regarding the 
status of shares issued in such cases in the event of a 
liquidation. 

The question which occurs to me is: 

If on liquidation the assets are insufficient to meet 
_ the creditors and/or the preferred shareholders, is 
there any possibility that the holders of ordinary 
shares issued without consideration might be held 
liable to a call of the nominal value of the shares 


allotted to them in this way? 
Yours faithfully, 
CONSERVATIVE. 
Tax on Dividends 
Sir ~ ‘Student’, in his letter (April 7th issue) is 


puzzled when he sees shareholders recovering income 
tax by repayment in respect of dividends declared 
by a company in a year when its income tax liability 
is ‘nil’. He is wrong in assuming that tax represented 
by such repayments will never reach the Inland 
Revenue. 

That it will reach the Inland Revenue is almost a 
certainty, but not necessarily in the same fiscal year or 
at the same rate of tax! 

m A company is not required to account to the Inland 

Revenue for income tax deducted from dividends. 
It is assessed on its profits as adjusted for tax purposes. 
Over a period of years income tax is assessed on 
amounts which are not less—invariably they are 
more in the aggregate — than the annual profits as 
disclosed in the company’s accounts, even though, 
taking one year in isolation, no tax may be payable, 


usually owing to capital allowances exceeding the 
accounting profit. . 

The incidence of capital allowances which, taking 
each year separately, is not necessarily in harmony 
with charges for depreciation, is, of course, the main 
explanation of the apparent anomaly. The only 
exception to the foregoing is the operation of invest- 
ment allowances, which have no parallel in deprecia- 
tion charges. 

Another, even if infrequent, cause is when a com- 
pany has reduced its capital, extinguished a debit 
balance on profit and loss account and escaped tax 
on profits in a particular year by reason of an allow- 
ance for losses brought forward. 

Yours faithfully, 
FRANK H. JONES, 
F.A.C.C.A., A.C.I.8. 


Purchase Ledgers 


SIR, — I refer to Mr T. J. Morgan’s inquiry as to a 
method of eliminating the keeping of a purchase 
ledger (April 7th issue). ` 


The main object of a system to eliminate the keeping 
of a purchase ledger is to utilize as the means of contro] 
the original document, with the additional safeguard 
of a total control account to ensure that any error is 
speedily detected. A specimen system is as follows: 

Purchase orders: Original and two copies (all 
pre-numbered). Original copy~tosupplier. First copy 
— filed in alphabetical order under supplier’s name, 
awaiting delivery of goods. (File No. 1.) Second 
copy ~ filed in numerical order. (File No. 2.) 

Goods received from supplier : Goods checked against 
delivery notes and delivery notes signed by pergon 
receiving the goods as having been checked and put 
into stock. Delivery notes sent to offices, and second 
copy of the purchase orders marked to indicate 
completion of orders. Delivery notes checked 
against first copy purchase orders; first copy of 
purchase orders and delivery notes stapled together, 
both held to await invoice in file under alphabetical 
order. (File No. 3.) 

Invoices received from supplier: Invoices rubber 
stamped for checking purposes. The rubber stamp 
has spaces for initials opposite: delivery notes 
checked; price; additions; calculations. Invoices 
checked against delivery notes in File No. 3. In- 
voices checked for price from purchase orders. 
Invoices checked for additions and calculations. 
Invoices entered in analysed invoice register and 
given consecutive numbers. Invoices stapled to first 
copy of purchase orders and delivery notes in File 
No. 3, and held to await statement. 

Statement recetued from supplier : Statement checked 
with the supporting documents (purchase orders, 
-delivery notes, and invoices) held in File No. 3, and 
initialed to indicate that the check has been carried 
out, then statement attached to the supporting 
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documents and held in File No..3, to await payment. 

_ Payment: to be made at regular intervals (say 

monthly). Cheque and counterfoil, and cash-book 

entry prepared from the statements (with supporting 
documents) in File No. 3, and invoices referenced 

‘with the cheque number. Cheque-book, cash-book, 

‘and the statements (with supporting documents) 
. presented to a director for signature on the cheque, 

and initial on statement. Statement with cheque 

attached sent to supplier. Invoices, delivery notes and 
purchase orders placed in folders under suppliers’ 
Dames in filing cabinet. 

‘Receipt obtained from supplier : Receipted statement 
‘attached’ to supporting documents filed as under 
last entry under ‘payments’ above. 

` "General: File No. 1 holds purchase orders awaiting 
delivery of goods. File No. 2 holds second copies 
of all purchase orders in date sequence for reference 
. purposes. File No. 3 holds first copies of purchase 
orders in respect of which goods have been delivered 
and for. which, payment -has not yet been made. 

(Attached to the purchase orders would be the 

delivery notes and the i invoices.) The folders for each 

supplier held in a filing cabinet would hold all 
documents supporting each delivery of goods for 
which payment has been made. 

The control account is prepared as follows: 

Opening creditors (listing of invoices outstanding 
in File No. 3, at. the beginning of the period); 
add invoices received in period (total of entries in 
invoice register); less payments made during period 
(total of entries in cash-book, purchases column)= 
closing creditors. 

Closing’ creditors would be verified by a listirig of 
invoices outstanding i in File No. d at the end of the 
period. 

If a. system of standard costs were in operation the 


segregation of price variance. could take place in the 


invoice register. Yours faithfully, 
LAWRENCE S. FENTON, A.C.A. 
London, NWr0.- 


S-> ‘Higher Fees DE 


Sir, ~ I feel that-your. leading article in the issue of 
March 24th is interesting and opportune. It does seem 
tome, however, that the first step is the co-ordination 
of the profession and thus establish a united and 
effective apptoach to the subject of higher fees. 

The Public Accountants Bill is now almost ten years 
old.and it would be interesting to know whether it 
will ever be -revived and, if so, when please? - 

Yours faithfully, 

» Brighton: , * ERNEST WEBB. 
[The reasons for the abandonment of the proposal to 
introduce regulatory legislation were explained by the 
presidents of the recognized bodies at the annual 
meetings of members at the time. — Editor.] | 


` Directors 
Sir, — . There appears to be a growing practice in this 
country of highly-placed executives. employed by 
limited companies being given the title of.‘director’, 


usually with a prefix, resulting in descriptions such 


as ‘accounts director’, ‘research director’, and the like. 
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Such persons are not apparently directors within 
the meaning of the Companies Act, but hold respons< 
ible positions and are in charge of departments or 
operations which they direct in the commercial sense. 
One factor which could arise E the possibility of a 
company being legally bound by the action of such 
‘directors’. 

It also occurs to me that either the names of these 
persons should appear on letter. headings, and a 
return filed with the Registrar of Companies etc 
or the use of the word ‘director’ in the above fashion 
should cease. 

The view of your readers would be welcomed. 

Yours faithfully, . l 
WELBECK. - : 


“The Royal Commission under Fire’ ` 
Accounting for Inflation 


Sir, — If you can indulge me to the extent of the 
space involved I would be grateful if you will permit 
me to add a further note on the subject of the debate 
on historical costs versus replacement costs. Thank 
you for your comment: it is the dignified. rejoinder 
one would expect of you. (March 31st issue, p. 354.) I 
have had too long a friendly association with you ever 
to quarrel over an apparent difference of opinion on a 
debatable subject. 

If the question were one of pure theory the debate 
could continue in the best tradition. But the question. 
has had and is having most serious social and financial: 
effects on the economic life of the country. 

One is not worried about the financial and account- 
ing policies of business. Practically all businesses. 
are providing for the costs of replacing their stocks 
and fixed assets at higher prices by retaining profits 
from distribution. Some do it before striking the 
balance of trading profit: some in their appropriations 
of profit, some simply by increasing their revenue 
reserves and profit and loss balance carried forward. 
Their method is guided in many instances by the, 
advice of their auditors. 

The serious feature is that organized labour is; 
quoting the amount of profits earned by the businesses 
which employ them as justification for their claims for 
substantial increases in wages. The figures the negotia- 
tors quote are quite wrong in that context because a 
large part of those ‘profits’ are not available for the, 
payment of increased wages, either because they have, 
already been re-invested in replacing trading assets 
at higher prices or they are needed for that: purpose, 
This error. is accentuated by the profits of companies. 
in the statistics of. national income and expenditure: 
being expressed before depreciation of fixed assets. 
and before allowing for the appréciation in -value of + 
stocks owing to higher prices. i 

I think most people will agree that, bearing Za 
mind the present power of the trade unions and the 
difficulty which moderate men have in guiding opinion: 
at the trade union conferences, it is a matter of the, 
first importance that the members of the unions should 
not be misled into thinking that profit margins, are- 
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bigger than they really are. That misunderstanding 


_ leads to perseverance in wage claims which accentuate 


the inflation itself. l l 

It is this social consequence which the Institute 
is perhaps unconsciolisly supporting by saying that 
profits are correctly computed after providing only 
for historical costs. I am not worried about business 
accounting; businesses are providing in one way or 
another for replacement of their trading assets at 
higher prices. I am not too worried about the 
Chancellor of the Exchequer taking shelter behind 
the opinion of the Institute; the change in taxation 
will come in time. I do not expect the change to 
bring an absolute relief of tax for business profits, 
but only a change in the incidence of the tax. What I 
do worry about is this possibility of misleading the 
leaders of the mass of trade unionists who have yet 
to acquire the statesmanship which should guide 
the use of their power if the national interest is to be 
served. If this can be avoided by some educative effort 
by the members of the historical costs school, the 
members of.the replacement costs school would be 
the first to pay tribute to the attempt. 


Yours faithfully, 


London, EC4. FRANK BOWER. 


Gm, — Your editorial of March 1oth reviews those 


EI 
w 


4 ings, stock, de 


parts of the booklets published by the Federation of 
British Industries and the Association of British 


Chambers of Commerce which deal with ‘replacement 


depreciation’. . 

The proponents of this departure from historical 
cost have been obliged to acknowledge that, if it is 
fair and logical to increase an expense (depreciation) 


to the extent required to give recognition to a change 
in the measuring power of the £, then it is fair and 


logical to bring into account the profit which arises 
to a plant owner who borrows fs of one measuring 
power and repays £s of another and shorter measur- 
ing power. When it comes to determining how much 
of the borrowed money (or, indeed, of any other 


` liabilities) are applicable to plant, the proponents of 


replacement depreciation are in trouble. 

They deserve to be in trouble because they com- 
mence their arguments from incomplete premises. 
Moreover, they are wide open to the accusation that 
they are arguing from the viewpoint of selfish 
sectional interests. 

The problem is not one simply for taxpayers who 
have their capital invested in nothing but plant. It is 
a problem. for every taxpayer who employs capital 
to earn his income. AH capital has to be kept intact — 
capital, not only in plant, but also in land and build- 

bior. cash, investments — everything. 
Once we see this, we can stop worrying about how to 
parcel the liabilities out between the several types of 
assets. ÆJ liabilities are in and all assets are in because, 
once you commence to deal with all capital, you can- 
not possibly leave any of them out. . 7 

It all comes back to the simple accountancy concept 
that has stood the test of time over hundreds of years. 
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Income is the excess of capital at the end over capital 
at the beginning (plus interim proprietors’ drawings, 
if any). The only departure which has to be made from 
traditional accountancy is to, put aside the stable 
money value convention and recognize that the capi- 
tal is comprised of various £s of different purchasing. 
powers (£s of 1g10 purchasing power in the land and 
buildings, Ze of 1950 purchasing power in the plant, 
£s of last year’s purchasing power in the excess ‘of 
last year’s stock, debtors and cash over last year’s 
liabilities and Ze of this year’s purchasing power in 
the excess of this year’s stock, debtors and cash’ over 

The application to these several £s of the index of 
money value changes results in the whole of opening 
capital and the whole of closing capital being stated in 
this year’s £s. The difference between those two wholes 
is the profit. This is expressed in this year’s £s, the £8 
we are going to pay our taxes with and also — if there 
are any left — to buy our eggs and bacon with. 


- Yours faithfully, = 
Sydney, Australia. A.R MUTTON. 
Savings Incantive : 


Sir, ~ As one who first invested some ‘small war- 
service savings in British Government Stocks in 
1917 and did not see the error of his ways until the 
end of the last war, I heartily endorse ‘Midlands 
Practitioner’s’ suggestion (your issue of March roth). 
I hope you will have many more comments on it. 

I quote the following from the Evening Standard of 
July 15th, 1952, with regard to ‘pegging’ but have 
no information as to how the experiment has worked 
out in practice. Perhaps some of your correspondents 
have. ` S Se 

- ` FOLLOWING THE SWEDES 
‘American companies are following the lead.of the 
Swedish co-operative wholesale organization in 
trying to insulate their shareholders from the effects 
of inflation. l E Se 
‘The Swedes offered twenty-year bonds ` wich 
redemption provisions tied to the official, cost-of- 
living index. Now the.-Christiansen Corporation, 
light-metal engineers of Chicago, goes one better 
with a 300,000 dollar bond issue to its employees.’ 


Revalued twice a year 

‘As with the Swedish offer, redemption price is 
related to the consumer price index ruling at the 
time, but in addition, each roo-dollar bond will be 
revalued twice `a year on the basis of movements in 
the index. 

‘Interest will be paid at 44 per cent on the adjusted 
value; the terms of the offer set a ceiling value on 
each bond of 150 dollars and a bottom limit of 
oo dollars. The holders income may thus vary 
between 4} per cent and 6} per cent.’ 

‘Midlands Practitioner’ has done good service to. 
savers in raising the matter. I do not know why he 
should prefer to remain anonymous. I will. not 


myself. 
S Yours faithfully, 
Manchester. ` 8 R. HOBKIRK. 
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TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Armnotated Tax Cases. 


Ward and Others (as administrators 
in the estate of C. C. Ward (deceased)) v. New 
Zealand CIR. ) 


In the Privy Council — February 14th, 1956 
(Before Viscount Kitmurr, Lord Oaxsey, Lord 
Morton oF Henryron, Lord Rapcurre and 

Lord Coppi ae 


Estate duty — Disposition by deceased ~ Whether accom- 
panted by contract for his benefit ~ Succession Duty Act, 
1853, Section 7 — Finance Act, 1894, Sections 2 (1) (d), 
3 — Death Duties Act, 1921 (New Zealand), Section 5. 

‘In 1932, the deceased transferred real estate in 
New Zealand to his sons in return for annuities 
payable by them to himself and his wife for life. 
The value of the annuities was full consideration for 
the transfer. The deceased died in 1949, and the 
property was then worth £22,265, less two mortgages 
amounting to £5,000, namely, £17,265. 

By Section 5 “(1) of the Death Duties Act, 1921, 
of New Zealand in computing the final balance of a 
deceased person’s estate his estate is deemed to 
include “. . . (i) any property comprised in any settle- 
ment, trust, or other disposition of property made by 
the deceased . . . and situated in New Zealand at the 
death of the deceased . . . (ii) which is accompanied 
by . . . a contract for any benefit to the deceased for 
the term of his life’. 

In computing the final balance of the estate for 
estate duty purposes the respondent included the 
£17,265 on the footing that the disposition of the 
property in question had been accompanied by a 
contract for the benefit of the deceased for the term of 
his life. e 

Held, that the £17,265 had been properly so 
ingluded, even though the disposition was for full 
consideration in money or money’s worth. 


New Zealand Commissioner of Stamp Duties v. 
New Zealand Insurance Co Ltd 
In the Privy Council — February 15th, 1956 
(Before Viscount Srmonps, Lord Oaxsry, Lord 
RADCLIFFE, Lord Kerra or Avonnoim, Lord 
. SOMERVELL OF HARROW) 
Estate duty — Debt - Whether annuity a debt owing by 
deceased — Whether a debt incapable of estimation — 
Death Duties Act, 1921, (New Zealand) Sections 2, 9. 
In 1941 the deceased and three other persons made 
a deed for full consideration to pay to a relative the 
monthly sum of £31 5s during her lifetime. In 
return the relative released to the deceased and the 
three other persons a legacy and a share of residue to 
which she was entitled under the will of another 
member of the family: There was fully adequate 
consideration on both sides. The annuitant was alive 
at the date of the deceased’s death, and the deceased 
was then still liable for his share of the £31 5s, which 


was {1 16s 5d per month. The ‘actuarial ‘value of the 
deceased’s share of the annuity, as at the date of his 
death, was taken to be £1,052 gs. The deceased died 
in 1946. | 

Section g (1) of the Death Duties Act, 1921, of 
New Zealand provides an allowance for debts owing 
by the deceased at his death; but by Section o (2) ` 

‘No allowance shall be made... (d) for contingent 
debts or any other debts the amounts of which is, 
in the opinion of the Commissioners, incapable of 
estimation.’ 

The respondent, as administrator, claimed that in 
computing the amount of the estate for estate duty 
purposes the {1,052 gs ought to be deducted. The 
appellant refused to allow the deduction on the 
ground that the £1,052 gs was nota debt owing bythe . 
deceased at the date of his death, or that if it was, it 
was a debt incapable of estimation. 

Held, (1) that as Section 2 of the Act of 1921 
included ‘any pecuniary liability, charge or en- 
cumbrance’ in the meaning of the word ‘debt’, the 
annuity was a debt owing by the deceased at the 
date of his death; (2) that the amount of the debt 
was capable of estimation on actuarial principles; 
(3) that, therefore, the {1,052 gs was deductible. 


Wiseburgh v. Domviile 


In the Court of Appeal 
February 16th, 1956 
(Before THE MASTER OF THE ROLLS (Lord EVERSHED), 
Lord Justice Brrkett, and Mr Justice ROXBURGH) 
Income tax — Manufacturers agent — Damages for 
breach of agreement — a taxable receipt - 
Income Tax Act, 1918, Schedule D, Case I. . 

The appellant was a manufacturers’ agent, and 
during the relevant period he had two main principals 
with whom agreements had lasted for twelve years 
and six years respectively. The agreement with the ` 
latter principal could be determined by twelve 
months’ notice ending on October 2oth in any year. 
In July 1948 there was a breach of the agreement 
with this principal, and the appellant began an 
action for damages for breach of contract, In the 
statement of claim it was stated that he had sustained 
damages in that he had lost commission, that he 
would have earned between the date of the breach 
and October 2oth, 1949. In his particulars of claim, 
he claimed damages for breach of contract, and an 
account of, and payment of, commission due at the 
date of the breach. On April 2oth, 1950, the action 
was settled and a consent order was made whereby 
the appellant was to receive {4,000 as damages for 
breach of contract, and was not to receive anything 
in respect of his claim to commission due at the date 
of the breach of contract. The £4,000 was paid to the 
appellant in the year 1950-51. 

Assessments in respect of the £4,000 were made 
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_ Harman), that ae General Comimissioners’ “decision 


A 


! 


for 1949-50, and 1951-52. It was contended on 
behalf of the appellant that the: e wasa pm paid. . 
solely as damages for: ‘breach of-the agency: contract! .: 
that the contract was a-capital-asset of the appellant; 


and that, therefore,®. the £4,600: “was: not a ‘taxable: ` 
receipt. The: General.: : Commissioners : decided- that” ~ 
the consent order was not relevant evidence; and that ` 


the £4,000 had been received. by the appellarit i in the 


place of the commission that be would have earned , 


between July 1948 and October żoth,. 1949, ` 
‘Held (affirming ‘the: judgment - of . Mr- Justice 


was correct. `. ` 
Wager v. Watson 
In the High Court of Justice (Chancery Division) 
. + February zīst, 1956 
` (Before Mr Justice ROXBURGH) ` 

Income tax —-Builder — Purchase of houses — Sales of 
houses — Whether a property dealer — Income Tax Act, 
r918, Schedule D, Case I. 

The 
builder. In January 1949, he purchased five houses, 
all in the same street, which were subject to the Rent 
Restriction Acts, and he obtained a building society 
mortgage for the whole of the purchase money. 
In May 1949, the appellant purchased another house 
in the same’ street, and in November 1949 he pur- 
chased two other houses in another street. In Febru- 
ary 1950, the appellant sold one of the two houses 
that he had bought in the preceding November, and 
he sold the other of those houses in June 1gso. In 
September 1950 he purchased another house in 
that street, and in the following month, when the 


tenant of one of the houses in the other street died, 


he sold that house with vacant possession. 

The appellant contended that he had purchased 
the houses as an investment, but the Crown claimed 
that he was carrying on the trade of a property- 
dealer. The General Commissioners decided that 


‘the appellant’s dealing with these properties was ap 


adventure in the nature of trade’. 

Held, that the case should be remitted to the 
General Commissioners for them to find the facts in 
relation to all nine houses. ` 


The Anglo-French Exploration Co Ltd v. 
Clayson . 

In the Court of Appeal — February 2gth, 1956 ` 
(Before THE MASTER OF THE ROLLS (Lord EVERSHED), 
Lord Justice JenKrns and Lord Justice BiRKeErT) 
Income tax — Agency and secretaryship of company — 
Sum paid for surrender of these positions — Whether 
that sum a trading receipt. 

ii appellant company. carried on the business of a 
Aas eee company, and provided agency, 
el and similar services to other companies. 
In particular, it was the agent. and secretary of-a 
public company incorporated in South Africa, in 
which it held a considerable block of shares, but not 
a controlling interest. In 1949, the appellant com- 
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ne ‘carried on business as a jobbing `` 
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pany, and the other shareholders in the South African 
‘company, agreed to sell their shares in the latter, and 
Cit was a condition of the sale that the appellant 
-somipany-should resign as agent and secretary of the 
South African company in consideration of £20,000. 

- The appellant company was assessed to income tax 
op the footing that the £20,000 was a trading receipt 


of its business. It was contended on behalf of the 


‘company Chat the transaction was the sale by the 


“company: of a capital asset, and that, therefore, the 
{20,000 Was) a capital receipt. The General Com- 


missioners decided in favour of the Inland Revenue. 
Held “(affirming the judgment of Mr Justice 
Harman), Ciar their decision was correct. 


GR v. Hartley 
In the High Court of Justice (Chancery Division) 
- February 28th, 1956 
<. Before Mr Justice ROXBURGH) 
ortis = Deduction tn computing total income — 
Dissolution of partnership. — Interest on instalments 
due to outgot: partner: Promissory note providing for 
interest free from income ‘tax — Subsequent agreement 
providing for deduction, of`tax — Whether stated sum 
to be grossed-up for interim period — Bills of Exchange 
Act, 7882, Section 2I. = - Income. Tax. Act, 'I9I8, 
General Rule 23 (2). - 

. In 1942 the E agreement between the 
appellant and his partner was dissolved, the dissolu- 
tion agreement providing for the appellant to purchase 
the retiring partnet’s-shate in two instalments. On 
the same day the appellant gave his partner a promis- 
sory note for £6,000 ‘with interest thereon from the 
date hereof after the rate of ten per centum (ro per 
cent) per annum (free from income tax)’. The £6,000 


, was not paid in accordance with the agreement o 


1942, and the appellant paid interest pursuant to the 
romissory note, that is to say, £600, without deduct- 
ing income tax therefrom. In 1953 another agreement 
was made between the appellant: and his former ` 
partner for the purpose of providing for the payment 
of interest in such a sum as after deducting income 
tax at the standard rate for the time: being in force 
should amount to £600: There was no dispute that 
this agreement was valid as from the date thereof, 
and the question in the case related to earlier years. 
The -Special Commissioners decided that the 
provision in the promissory note for the payment of 


‘interest ‘free from income tax’ was void under General 


Rule 23 (2) in the Income Tax Act, 1918, but that 
there was sufficient evidence of a verbal agreement 
for the payment of a-clear sum of {600 a year after 
deduction of.income-tax. In the High Court the 
further point was taken that Genetal Rule 23 (2) did 
not apply.to.a promissory note. 

Held, that as a promissory note had been delivered, 
an agreement had been made for the payment of 
interest -without allowing the deduction of income 
tax; that that agreement was void under General Rule 
23 (2); and that the only sum-deductible for surtax 
purposes for the years under consideration was £600. 
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NEW LEGISLATION 


All new Acts arè noted in this column, together with those Statutory Instruments which are 
of. interest e the profession. The date given indicates when an Act recetved the Royal Assent 


or when a § 


STATUTES 
(4 & 5 Eliz. 2) 
Chapter 23: Leeward ‘Islands Act, 1956 

An Act to constitute the Presidenciés of the Leeward 
Islands separate colonies and confer bon Her Majesty 
power to make, or to authorize the making of, emer- 
gency laws therefor and to establish courts therefor; to 
amend the West Indian Court of Appeal'Act, 1919; 
and for purposes GE with the matters aforesaid. 


Erice 6d net. March 5th, 1956. 


Chapter 24: Children and Young Persons 
Act, 1956 . 


An Act to extend the provisions of the Children and 
Young Persons Act, 1933, and the Children and Young 
Persons (Scotland) Act, 1937, with respect to escapes 
from the care of fit persons, from approved schools 
and from remand homes or special reception centres. 


Price 6d net. March 15th, 1956. 


Chapter 25: Therapeutic Substances 
Act, 1956 


An Act to consolidate the Therapeutic Substances Act, 
1925, and the Therapeutic Substances (Prevention of 
Misuse) Acts, 1947 to 1953. 
Price 9d net. March 15th, 1956. 


Chapter 26: Police (Scotland) Act, 1956 


An.Act te consolidate with amendments certain enact- 
ments relating to police forces in Scotland and to the 
execution of warrants in the border counties of 
England and Scotland. 


Price 1s 3d net. March 15th, 1956. 
> Chapter 27: Charles Beattie Indemnity 
Act, 1956 


An Act to indemnify Charles Beattie, Esquire, from any 
penal consequences which he may have incurred by 
sitting and voting as a member of the House of Com- 
mons while holding the office or place of member of 
certain panels constituted in pursuance of the National 
Insurance (Industrial Injuries) Act (Northern Ireland), 
1946, and the National Insurance Act (Northern 
Ireland), 1946, or of member of an appeal tribunal 
constituted in pursuance of the National Assistance 
Act (Northern Ireland), 1948. 


Price 3d net. March 15th, 1956. 


Chapter 28: Agricultural Research 
Act, 1956 


An Act to make provision with respect to agricultural 
research, 


. Price 3d net. March 15th, 1956. 


Chapter 29: Dentists Act, 1956 
An Act to amend the law relating to dentists. 
Price Ts 3d net. March 15th, 1956. 


tatutory Instrument becomes effective, Coptes of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall 


treet, London, EC 2, 


Chapter 30: Food and Drugs (Scotland) Act, 1956 


An Act to amend and consolidate certain enactments in 

Scotland relating to food and drugs, and for purposes 

connected therewith. ` 

Price 1s 9d net. ` ~ March rsth, 1956. 

Chapter 31: Pakistan (Consequential Provision) 
Act, 1956 


An Act to make provision as to the operation of the law 
in relation to Pakistan and persons and things in any 
way belonging to or connected with Pakistan, in view 
of Pakistan’s becoming a Republic while Gegen a 
member of the Commonwealth. 


Price 3d net. March GE? r956. 


Chapter 32: Consolidated Fund Act, 1956 


An Act to apply certain sums out of the Consolidated 
Fund to the service of the years ending on the thirty- 
first day of March, one thousand nine hundred and 
fifty-five, one thousand nine hundred and fifty-six 
and one thousand nine hundred and fifty-seven. 


Price 3d net. March 28th, 1956. 


Chapter 33: Housing Subsidies Act, 1956 


An Act to make provision with respect to contributions 
in connection with housing accommodation. 


Price 9d net. March a8th, 1956, 


Chapter 34: Criminal Justice Administration 
Act, 1956 © 


An Act to make new arrangements as to the adminis- 
tration of criminal justice in Lancashire and matters 
connected therewith, and to amend the law of England 
and Wales as to recorders and courts of quarter sessions 
in boroughs, as to the retirement or removal of 
chairmen and deputy chairmen of quarter sessions 
and of stipendiary magistrates in London, as to the 
liability of boroughs to contribute to the costs of 
magistrates’ courts and courts of quarter sessions for 
the county and as to the constitution for purposes of 
appeals of the court of quarter sessions for the county 
of London, to make further provision about shorthand 
notes taken on trials on indictment, and to transfer to 
the Lord Chancellor or the Chancellor of the Duchy of 
Lancaster certain functions of the Secretary of State 
and to the Rule Committee of the Supreme Court the 
power to make rules of court under the Criminal 
Appeal Act, 1907, and rules under the Indictments 
Act 1915. 

Price rs net. March 28th, 1956. 

Chapter 35: Validation of Elections 
(Northern Ireland) Act, 1956 

An Act to validate the election to the Senate of 
Northern Ireland of Lieutenant Colonel Henry 
Sacheverell Carleton Richardson and the election to 
the House of Commons of Northern Ireland of 
Doctor Eileen Mary Hickey, The Right Honourable 
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Sir Wiliam McCleery, Knight, “Doctor Robert 
Samuel Nixon, and Captain The Right Honourable 
Sir Norman Stronge, Baronet, notwithstanding their 
holding certain offices; to indemnify the persons 
aforesaid from any penal ‘consequences which they 
may have incurred by sitting and voting as members 
of the said Senate or House of Commons while holding 
those offices; and to indemnify the estate of the late 
Henry Fleming, Esquire, from any penal consequences 
which may have been incurred by him-by sitting and 
voting as a member of the said Senate while holding 
a certain office. 


Price 3d net. ` March 28th, 1956. 
Chapter 36: Local Authorities 
(Expenses) Act,.1956 
An Act to enable local authorities to defray certain 
expenses in connection with official and courtesy visits; 
and for purposes connected with the matter aforesaid. 


Price 3d net. March 28th, 1956. 


STATUTORY INSTRUMENTS 
The Exchange of Securities (No. 2) Rules, 
1956 


(S.I. 1956 No. 336) 


These rules prescribe the procedure with respect to 
the acceptance of the offer to exchange 3 per cent 
Defence Bonds (Fourth Issue) into 4 per cent Defence 
Bonds (Conversion Issue). 
Price 3d net. March roth, 1956. 
The Control of Borrowing (Amendment) 
Order, 1956 
(S.I. 1956 No. 358) 
This order amends the Control of Borrowing Order, 
1947- Its effect is to forbid any person without the 


consent of the Treasury carrying out any transaction of 
a kind described in the principal order if the total 
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value of such transaction together with the value of all . 
previous transactions carried out by the same person 
in the previous twelve months, exceeds £10,000. 
Under the principal order the limit below which such 
transactions were exempt from restriction was £50,000. 
Price 2d net. March 14th, 1956. 


The Hire-Purchase and Credit Sale Agreements 
(Contracts) Licence, 1956 
(S.I. 1956 No. 373) 
This licence applies to goods to which the Hire- 
Purchase and Credit Sale Agreements (Control) 
Order, 1956, applies but to which the Order of 1955 


. did not apply. It permits the disposal and the posses- 


sion of such goods under hire-purchase or credit-sale 
agreements which do not comply with’ the provisons 
of the Order (other than that they are in writing), if 
the conditions set out in paragraph 2 of the Licence 
have been fulfilled. 
Price 2d net. March areg, 1956. 
The Treasury (Loans to Local Authorities) 
(interest) (No. 2) Minute, 1956 
(S.I. 1956 No. 431) 

This minute increases the rates of interest chargeable 
on loans advanced from the Local Loans Fund to 
local authorities on the security of local rates. 


Price ad net. March 24th, 1956. 


The Treasury (Loans to Persons other than 
Local Authorities) (Interest) (No. 2) Minute, 
1956 


(S.I. 1956 No. 432) 


This minute increases the rates of interest chargeable 
on loans advanced from the Local Loans Fund other- 
wise than on the security of local rates. 


Price 2d net. - March 24th, 1956. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on April 4th, 1956, who 
completed their Fellowship before April 17th, 1956. 


Assoctates elected Fellows 


Ames, William George Kenilworth; 1948, A.C.A; (A. C. 
Brading & Co), 26 Northbrook Street, Newbury, 
Berkshire, and at Hungerford. 

Earnshaw, Charles Fenton; 1946, A.C.A.; (N. T. Afford & 
Co), National Provincial Bank Chambers, Nantwich, 
Cheshire, 

Greenfield, George Edward; 1940, A.C.A; (Shaw & Reed), 
ro Silver Street, Hull. 

a -Hague, Stanley; 1936, A.C.A.; (W. H. Walker & Co), 42 
Castle Street, Liverpool, 2, and at Douglas, Isle of Man, 
and London. 

Halstead, Reginald Charles; 1934, A.C.A.; (Carter, Halstead 
& Co), Bank Chambers, 2 Princess Road, Manchester, 14. 

' Harding, ‘Thomas Garrard, MA: 1950, A.C.A; (James, 
Sa & Co), Salisbury House, London Wall, London, 
2. 

Hudson, Thomas; 1933, A.C.A.; (Robinson, Coulson & Co), 

Alma Chambers, Scarborough, and at Filey and Whitby. 


Jones, Kenneth Arthur; 1951, A. CA: (Stoy, Hayward. & 
Co), 22 Upper Grosvenor Street, London, W1, and 5 
Giltspur Street, London, ECr. 

Judd, Albert Cyril; 1932, A.C.A.; (*Mears, Judd & Co), 
35 "John Street, Theobald’s Road, London, WCx1. 


Laban, George Herbert Peter; 1948, A.C.A.; (Alfred Laban, 
Son & Co), 25-27 Oxford Street, London, Wi, and at 
Harrow 


Marshall, Jack Henry; 1938, A.C.A.; (Thornton & Thorn- 
ton), 55 North Street, Thame, on, and at Princes 
Risborough. 

Mitchell, Thomas Henry; 1929, A.C.A.; (Joseph Crossley 
& Sons), 55 Cross Street, Manchester, 2 


Smethers, John Charles; 1947, A.C.A.; (Albert Goodman & 
Co), Broad Street House, 54 Old Broad Street, London, 
EC2, and at Taunton. 

Snow, James Kenneth; 1938, A.C.A.; (Robinson, Coulson & 
Co), Alma Chambers, Scarborough, and at Filey and 
Whitby. 

Swain, Duncan; 1926, A.C.A.; (H. Overton, Salt & Co), 
Sc EE Street, Birmingham, 3, and at Sutton 

e 


* Placed against a firm name SS that the firm is not 
exclusively commposed of members of the Institute. 
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.Sweeney, John Basil; 1940, A.C.A.; (Sydenham, Snowden, 
Nicholson & Co), 27 Martin e, Cannon Street, 
London, EC4, 


(Not tn England or Wales) 


hen: Edward Rhodes; 1935, A.C.A.; (Andreae & 
Fingland), Bay Street (P.O. Box 1124), Nassau, Bahamas. 


Admitted as Associates 
(Not in Practice) 


Patterson, Alan, with Stanley V. Bye, 137 Albert Road, 
Middlesbrough. 

Teacher, Kenneth John, B.COM., 32 Stamford Lodge, 
Amhurst Park, London, N16. 


(Not in England or Wales) 


Maksud, Gerard Jean Claude Henri Rue de Capucins, 
eirut, Lebanon. 


Former Members re-admitted to Membership 


Lane, Henry Martin, M.C., D.C.M., 32 West Road, Clacton- 
on-Sea, Essex. 

Thompson, Richard Leitch, MA. M.R.C.8. a LRP. 
Brackenkhurst Hotel, Limuru, Kenya Colony. 


Personal 


Messrs BAmeEY? Vertry & RAYNER, Chartered 
Accountants, of 32 North Parade, Bradford, announce 


that Mr GEORGE -Davip VERITY, B.COMM., A.C.A., 


has been admitted into partnership as from April Ist, 
1956. 

Mr jack ARNOLD BEARMAN, A.C.A, ATLI, 
practising under the style of J. A. BEARMAN & Co, 
at 86-87 Wimpole Street, London, W1, announces 
that as from April 6th, 1956, he has taken into 
partnership Mr ALAN PETER BEARMAN, A.C.A. The 
practice will be carried on from the present address 
under the style of J. & A. BgaRMAN & Co. 


Messrs OLDHAM; HOLLAND, FRANK & Co, Chartered 
Accountants, announce that as from March 16th, 
1956, their address has been changed from ‘Old Bank 
House’, 190 High Street, Lewes, to 3 St Andrew’s 
Place, Southover Road, Lewes. 


Messrs SHEEN & Co, Chartered Accountants, of 
Moorgate Hall, Moorgate, London, EC2, announce 
that their practice and that of 8 UMNEY & 
BLaTHWayt, Chartered Accountants,- have been 

ed and, in future, will be carried on under 
the name of SHEEN & Co by Mr R. C. SHEEN, F.C.A., 
and Mr C. B. Umney, F.c.a., from the same address 
as heretofore. 


Messrs E. Moon, F.8.A.A., and. H. H. WHITTLES, 
F.8.A.A., announce that, as from March 31st, 1956, the 
two separate practices carried on by them at 3, 
Northumberland Road, Sheffield, have been merged 
into a partnership, under the firm name of Moon & 
WHITTLES, at the same address. 


In the announcement in the Personal column last 
week concerning the retirement of Mr Lesim A. 
PEARL from the London practice of Messrs GRABAM, 
SMART & ANNAN, Mr Peart was described as an 
‘A.C.A.’ He is in fact : a member of the Scottish Insti- 
tute. 
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The Association of Certified and 
Corporate Accountants- 


. LUNCHEON MEETING 

The last of the present series of luncheon meetings 
of The Association of Certified and Corporate 
Accountants was held in the Connaught Rooms, 
Great Queen Street, WC1, on Monday, April-gth, 
when 135 members and guests listened to Mr 
Frederick Allen, formerly of the B.B.C., humorously 
reminisce about his early broadcasting experiences. 

The Council of the Association intend to continue 
these meetings as part of the next winter session 


. programme, and the first will be held in the Connaught 


Rooms on Monday, October 29th. 


Manchester Society of Chartered Accountants 


SEVENTY-FIFTH ANNIVERSARY DANCE 
A dance in celebration of the seventy-fifth anniversary 
of the founding of the Manchester Society of Char- 
Hotel, 
Manchester, on Friday, April 13th. 

In the unfortunate absence through illness of 
Mr Guy Waterworth, F.c.a., President of the Society, 
and Mrs Waterworth, the Vice-President, Mr J. 
Howard Bell, B.A., F.c.a., and Mrs Bell welcomed the 
guests who included representatives of contiguous 
district societies and among whom were Mr S. Dixon, 
M.A. A.C.A., President, Birmingham and District 
Society of Chartered Accountants, and Mrs Dixon; 
Mr C. A. Whittington-Smith, LL.M., F.c.a., President, 
Sheffield and District Society of Chartered Account- 
ants, and Mrs Whittington-Smith; and Mr Neil 
Pearson, President, Manchester Law Society, and 
Mrs Pearson. 

The dance was a great success. The Butler- 
Whitefoot Orchestra provided the music, and a cabaret 
featured Susan Hampshire and Simone Nangle in 
‘The Seventeens’. An excellent buffet supper con- 
tributed largely to the evening’s enjoyment. 

Of much interest is the recent discovery that the 
present society, formed on April gth, 1881, succeeded 
an older body, the Manchester Institute of Account- 
ants, which went out of existence on that date, 
having been founded in April 1870. 


London and District Society of Chartered 
Accountants - 
At a meeting of the London and District Society of 
Chartered Accountants, to be held next Monday at 
6 p.m., in the Oak Hall of the Institute, Mr J. E. 
Talbot, F.c.a., will speak on “The Budget’. 


Electronic Computers 


A lecture, entitled “The business applications of the. 
electronic computer’, is to be delivered by Professor ` 


T. M. Hill, Associate Professor of Accounting in the 
School of Industrial Management, Massachussets 
Institute of Technology, in the Reception Room of 
the University of Bristol, at 5.15 p.m. on Monday, 
April 30th. Admission to the lecture is free, without 
ticket. 


Bd 
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The Institute of 
Chartered Accountants in Ireland 


STNG OF THE COUNCIL 


meeting of the Council of The Institute of Chartered 
ccountants in Ireland was held in Dublin on Friday, 
larch 23rd, 1956. 

Attendance - , 
he President, Mr Frank Cleland, was in the chair, 
id there were also present: 


essrs G. F. Klingner, Vice-President, H. E A. Addy, 
hn Bacon, G. A. P. Bryan, G. E. Cameron, M. M. Connor, 
. E. Dawson, James Graham, N. V. Hogan, R. E. Mc- 
ure, H. Trevor Montgomery, R. P. F. Olden, James 
alker and D. McC. Watson, with Mr W. S. Orr, Secretary, 
attendance, 


Apologies for absence were submitted from: 


essre Patrick Butler, J. F. Dempsey, H. W. Robinson 
honor and 


d Hugh Stevenson, secretary 


ASUT ET. 
The President welcomed Mr N. V. Hogan to this 
e first meeting since his co-option to the Council. 


Fellowship 
he following Associates in Practice were elected to 
sllowship: 
Mr Robert William Francis Newport, Dublin, 
Mr Ignatius Kennedy Ryan, Dublin. 


ary 


he resignations of Mr A. R. Ormsby, F.c.a. (retired), 
ublin, and Mr H. B. Halliday, a.c.s., Toronto, from 
embership of the Institute were accepted. 


Disciplinary Committee — Findings and decisions 

he Council received a report of the findings and 
‘cisions of the Disciplinary Committee at meetings 
Id on January 31st, 1956, and March 23rd, 1956. 
The Disciplinary Committee found that a formal 
mplaint preferred by the Investigation Committee 
dinst the following members whose annual sub- 
riptions for the year 1955 were unpaid in violation 
Bye-law 49 (6) had been proved, and ordered that 
ese members be ES EES from EE of the 
stitute: 


Adair, Robin Acheson, f Associate. 


Cavanagh, Edward Gerard P J., Associate 
Dickinson, Basil Seymour, w 
Healy, John, - z . ‘Associate. 


The Committee also ordered that two members 
reprimanded for failing to pay their annual sub- 
riptions for. the year 1955. within the period pre- 
ribed by the bye-laws. l 
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_ - Training for Management in Ireland 
A recently-issued report: on education and training 
for management in Ireland, states. that few, if any, 
of the constituent parts of the. knowledge | and. skill 
required. in- -successful management cannot be 
improved by training. It recommends that short 
residential courses for managers should be organized 
by a management development unit to be set up by 
the Irish Management Institute. The unit, suggests 
the report, should have a full-time director of studies 
who would seek the assistance of the universities, 
technical colleges and. business leaders in the project. 

The report stresses the importance of 
within firms and describes methods which might be 
used. 

Chartered Accountants’ Hockey Club 


The Chartered Accountants’ Hockey Club had an- 
other successful season in. 195 “36 = Sen member- 
ship rose to 110- players, y divided 
between members and articled EE During the 
season, a number of the club members ‘played in 
county games. In addition, W. A. Thomas, the 
Cardiff centre-half and Welsh International, played 
for the Institute in the game against Oxford Univeis- 
ity Occasionals; C. J. Key, the Bath right wing, “was 
selected: to- play i in an Olympic Trial XI, and C. H. 
Dale (Old Kingstonians) played in the match between 
Great Britain and Germany at Newport on April 7th. 

The SS of the club committee is to extend the 


- fixture list as the membership-incréases and ap addi- 


tional fixture was made during the year between 
the London and Birmingham articled clerks. . 
The results for the Gast Season were: 


Members v. Articled Clerks . ~.: Drawi-1 
Aembers v. Law Society . ... Draw5~5 
Members o. Stock Exchange . Draw2-a 

Members v. Chartered a Ke -e Won 1-0 

Members v. Insurance Hockey. Association ... Draw2-2 

Members v. Oxford University Occasionals $4 Lost aa 

Articled Clerks: 


London v. Bristol & Cardiff | Bristol & Cardiff won De 
Birmingham won 3—1 
London v. Solicitors’ 
Articled Clerks . “Draw 3-3 
At present, two games have been arranged. for the 
summer ~ with Purley on.June SE and with the Bank 
of England on August 8th. . | 
The committee for the 1956-57 season are: ` 
W. Ashton (West Herts), P. D. Clarke (Blackheath), 
P. C. Kay (Hampstead), J. D. Liggatt (Broxbourne), A. 
Myers (#H.A.C.), O: Merriman’ (Reigate), W. oe 
Rowland (Purley), C. Thompson vente) and D. = 
Tripp (Surbiton). 
1 Education and Tratning for TER Trish NEA 
ment Institute, 79 Merrion Square, Dublin. 28 6d net. 


-JOHN | FOORD & COMPANY 


Sé VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 d Hines} ` 


VALUERS AND ASSESSORS: 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


The Chartered Accountant 
Students’ Society of London 
The following meetings of the London Students’ 
Society will be held during next week: 


‘Practical aspect’ lectures for Intermediate candidates 
(admission by card): - 
Monday: ‘Costing’, by Mr F. T. Hunter, F.c.a., F.c.w.a.; 


‘The work of executors and trustees’, by Mr M. W. 


Lockyer, A.1.B.; ‘Banking practice’ by Mr P. J. Shaw; 
‘Assurance and insurance’, by Mr S. R. Fenwick, F.c.1.1. 
Tuesday : “Dollars and sterling’, by Mr H. Hunter. ‘Account- 
ing for management’, by Mr W S. Hayes, A.C.A "The 
accountant’s place in an industrial organization’, by Mr 
EH Davison, A.c.A. 
‘Practical aspect’ lectures for Final candidates (admission by 


ete ‘Building societies ~ their functions and 
financial structure’, by Sir Bruce Wycherley, M.C., 
F.C.18.; ‘The finance of foreign trade’,. by e G: L 
Williamson; “What do you mean by capital ta by Mr 
R. J. Carter, B.COM., F.C.A.; ‘Receiverships 
ruptcy practice (including -deeds of arrangement)’, by 
Mr Leslie Cork. 

Thursday: “The chartered accountant and accounting 
mechanization’, by Mr J. Sandford Smith, a.c.a.; ‘The 
consolidation of accounts in practice’, by Mr E. 
Parker, CBB, FLA ‘The capital structure of limited 
companies’, by Mr H. J. French, O.B.E„ BGL 
‘Stock Exchange practice’, by Mr P.: Legge. 

Chartered Insurance Hall: Annual 


Our Weekly Problem 
No. 116: TV Wins 


Charles Sidate had been left a small legacy. It was 
insufficient to purchase the television set he fancied, 
so he decided to invest in roo shares in Upzidownzi 
Mines. Charles had never previously sp ted, and 
found the path difficult. However, after a month of 
depression, he sold them at 1s more than he gave for 
them, and with the 
Jills, which went up bat came down again. He sold 
them also at 1s more than he gave for them. The 
buging expenses were 4 per cent of the purchase 
ee and the selling enses 2 per cent of the 
rice, so the total profit was only £2 or 6d. 
arles decided to buy a less expensive television 
a 
At what price did Charles buy Fack and Fills? 
The answer will be published next week. 

ANSWER TO No. 115: No LUNCHEON VOUCHERS 
Using 5 coins in 5 different ways, the lunch might have 
ere 4s 3d and er 3d. 
there would have been 2 half-crowns and 2 
p r khanna ene il 

“Tf ss 3d See ons have been 4 half-crowns and 3 


sixpences an 
The e edor. cost Ap 3d. 
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Annotated Tax Cases 


Part 6 of Volume XXXIV of the Annotated Tax Cases, “ 


edited by Mr Roy Borneman, Q.C., is published today 
and contains reports, with notes on the judgments, 
of the following cases: Kirke v. Good SE .D.); 
Sharkey v. Wernher (H.L.); In re Pelly’s Wi 
(Ch.D.); Saunders v. CJR (Ch.D.); Cadwallader o. 
Wheeler (Ch.D.); B e o CLLR. LA 
CJR v. Daniel Beattie & Co (C.S.); Moll v. CIR 
C.S.) Sun Life Assurance Society v. Davidson 
a? D.); Phoentx Assurance Co Lid v. Logan ker D) 
Anglo-French Exploration Co Lid v. Clayson (Ch.D.). 
The annual subscription to the Annotated Tax 
Cases is 305 pi 


(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. : : 


SEVENTY-FIVE YEARS AGO 
From @he Accountant or APRIL 23RD, 1881 
Extracts from a contributed article entitled 
AUDITS (No. 1). 


The whole duty of an auditor may be summed-up 
in a very few words—it is that of verifying balance- 
sheets. On the one hand, this expression means a great 
deal, for the balance-sheet cannot be really verified 
unless every balance it contains is understood, and 
where necessary subjected to investigation. On the 
other hand, as all things human are imperfect, so also 
in the matter of auditing, it is rarely possible to attain 
complete verification. he real object to be aimed at 
is such a verification as shall be practically sufficient. 
In much the same way, when a judge and jury are 
trying a question, whe er civil or criminal, what they 
would like to reach is of course absolute certainty of 
facts—but what they are obliged to bé content with 
is often little more than reasonable probability. 

Now, it is because an auditor’s powers are practic- 
ally limited, that I object to such a formula as “audited 
and found correct” being appended to a balance- 
sheet. It is much fairer, both to the shareholder and 
to the auditor himself, that the certificate should 
briefly describe what has really been done, than that 
a word such as “audited”—the meaning of which is 
perhaps incapable of being defined in a manner at 
once CES and practical—should be employed. 
It is true there are cases where the whole accounts are 
so simple that the formula objected to, or any for- 
mula, will serve our turn well enough: for these cases 
invite a really complete investigation, and when that 
has been effected no word can be too strong to be 
employed in the certificate; therefore it is no matter 
what meaning, extensive or not, the cca attach in 
such cases to the word “‘audited.” 
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BUDGET DEBATE 


ERHAPS the most remarkable thing about the debate in 
P House of Commons on the Budget. was the failure of 

any member to ask what were the Government’s intentions 
about Schedule A. As Mr Henry Brooke, the Financial Secre- 
tary to the Treasury said on the third day, ‘literally millions of 
people, are anxious to know the CHANCELLOR’Ss intention. Frequent 
questions have been asked about it from both sides of the House, 
since the Royal Commission produced its final report’. 

It will be recalled that the Commission recommended that 
the annual value of property for Schedule A should normally be 
fixed either by the rent paid or by the rating valuation, whichever 
was the higher, with the result that Schedule A assessments on 
owner-occupied houses would follow their rating values. The 
‘quinquennial’ revaluation for Schedule A purposes which was 
due for 1941-42 was deferred owing to the war, and it was gener- 
ally understood that the next revaluation would follow the rating 
revaluation, which, for England and Wales, has just been com- 
pleted. This would have meant a very considerable increase in 
the burden to be borne by owners of property, particularly 
owner-occupiers of dwelling-houses. 

It would also have meant an increase in the burden to-be borne 


‘by the Valuation Branch of the Inland Revenue, since the rating 


revaluation for Scotland has not yet been carried out, while there 
are no rating valuations at all for agricultural land. It is this factor 


that has persuaded the CHANCELLOR not to propose either the 
adoption of the Royal Commission’s recommendation or the 
. carrying out of a Schedule A revaluation — at any rate this year. 


He considers that if Schedule A tax was charged in Englandend 
in Scotland on two different bases there would be ‘trouble’, 


whether the English came off worse than the Scots, or vice versa. 


Moreover, the physical impossibility of valuing English farm land 
would give rise to anomalies which would be ‘unfair and justi- 
flably contentious’. 

The decision that the CHANCELLOR has come to is that for the 
time being owner-occupied properties will remain for Schedule A 
purposes at their present value — unless they undergo ‘substantial 
alteration which means that the annual value has to be recalculated’. 

Mr Brooks then dealt with the special problem of new proper- 
ties. He said that up to now new owner-occupied properties had 
normally been assessed for Schedule A in accordance with ‘the 
tone of the list’, that is, the general level of assessment of owner- 
occupied properties of a similar character in the neighbourhood. 
In practice, the rating values appearing in the old valuation lists 
had commonly been followed for this purpose, because a ees 
similar policy had been followed for rates. 
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If this practice were continued now that the 
rating revaluation had come into force for England 
and Wales, it would be unfair to owner-occupiers 
of new houses and other properties, because they 
would be assessed under Schedule A at a higher 
level than similar properties which had been 
assessed before April rst, 1956. The CHANCELLOR 
has, therefore, 

‘asked the Inland Revenue to assess these new 

properties at the same level as hitherto adopted in 

the area for assessment of other owner-occupied 
properties of the same character. This will, of 
course, be subject to the concurrence of the 

General Commissioners of Income Tax for the 

division concerned. A property which undergoes 

substantial alterations ranks under Schedule A as 
new property, and will be treated in the same way’. 

The FINANCIAL SECRETARY added that no 
similar problem normally arose in the case of 
rented property, the full rent being taxed, if not 
under Schedule A, then as excess rent. However, 
there were exceptional cases where the rent was 
less than the full annual value. It was only fair 
in those cases that the Schedule A assessment 
should be fixed in accord with the tone of the list. 

Although this news will be welcome to the 
large number of owner-occupiers, the manner in 
which the concession is made cannot but give rise 
to misgivings. If the law is in fact to be changed, 
it seems to be much more desirable that the 
change be set out for all to see in the Finance 
Act, rather than enshrined in private communica- 
tions between the CHANCELLOR OF THE EXCHEQUER 
and the Commissioners of Inland Revenue. The 
so-talled ‘Chancellor’s concession’ in relation to 
the valuation of owner-occupied houses for estate 
duty purposes has given rise—and continues to 
give rise — to a good deal of disappointment among 
those who mistakenly thought there was some 
benefit in it for them. 

It is to be observed that in arriving at annual 
values on the extra-statutory basis proposed, 
comparisons aré to be made with other properties 
in the same’ neighbourhood only. It has been 
notorious that rating valuations for similar 
. properties differed widely in the past in different 
areas. This lack of uniformity is to be continued. 
That being so, it seems to be illogical to speak of 
anomalies as between England and Wales on the 
one hand and Scotland on the other as ruling 
out the adoption of the new values in England 
and Wales. 
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The FINANCIAL SECRETARY was careful to 
point out that the CHANCELLOR’s instructions to 
the Inland Revenue could not be carried out 
without the concurrence of the General Commis- 
sioners of each division. What, then, is to be the 


remedy of the owner-occupiers in a division 


where the General Commissioners decide to 
apply the law as laid down in the Statutes, and 


to ignore communications between the CHANCEL- . 


LOR and the Inland Revenue? 

Mr Brooke added a few sparse details to the 
proposal to allow tax relief for premiums to secure 
deferred annuities, paid by persons in business 
or employment who are not entitled to any 
benefit under a scheme set up by their employers 
(if any). He confirmed that the relief will only 
apply to premiums paid in respect of pensions. 


a 


Premiums paid in respect of the life assurance ` 


element in a policy would not qualify for the new 
relief, though they might or might not qualify 
for the existing life assurance relief. A married 
woman, or a single woman who married, would 
be in exactly the same position as a man as to the 
new relief, subject to the same limits. 


Dealing with a circular on tax avoidance about - 


which Mr Wison had complained on the second 


day of the debate, Mr Brooks said that a copy of 


it had already been in the possession of the 


Inland Revenue for some time. It’was, of course, . 


an advertisement and should not be taken at its 
face value. It was an intriguing and exciting 
document, He had no intention of disclosing all 
the methods used by the Inland Revenue to 
check and secure the punishment of those who 
tried to pay less tax than they should. He advised 
those who were attracted by suggestions that 
they could reduce their tax liability that they 
had better be on guard lest they found themselves 
for a number of years to be guests of Her Majesty. 

‘The CHANCELLOR also referred to the circular 
when winding up the debate. He reminded the 
House that the PRESIDENT OF THE INSTITUTE OF 
CHARTERED ACCOUNTANTS had immediately repu- 
diated such methods of avoidance as being 
contrary to proper professional conduct. 

Another member drew attention to what he 
called ‘another glaring way in which people now, 
apparently quite openly, get out of paying their 
death duties’. He referred to and quoted extracts 
from a lecture which was delivered on November 


roth, 1955, to the London and District Society of ` 


H 
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Chartered Accountants on ‘Trusts and taxation’, 
and which was reproduced in our issues of 
February 18th and 25th, 1956. He said that the 
lecture è 
‘publicly and without concealment . . . in an open 
and rather self-righteous way, was telling people 
how to evade death duties’. 
When winding up the debate the CHANCELLOR 
pointed out the difference between avoidance 
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and evasion (the lecture was dealing, of course, 
only with the former). Not all transactions which 


‘led to a reduction of tax liability were necessarily 


blameworthy. Many of them were well within 
the spirit as well as the letter of the law. How- 
ever, there were devices which were obviously 
designed to produce results quite contrary to 
Parliament’s intentions and therefore outside 
the spirit, though just within the letter. 


THE ASSOCIATION’S YEAR 


HILE the report of the Council of The 
Association of Certified and Corporate 
Accountants for 1955 —excerpts from 


. which we published three weeks ago — indicates 


another year of good progress, it also sounds an 
urgent warning note. No professional body can 
be expected, in these times, to look after the 
interests of its members and of the profession 


generally without an adequate supply of funds 


and, in the case of the Association, rising costs 
without a comparable increase in receipts have 
resulted in a deficit on income and expenditure 
account for 1955 of nearly £6,000. With no 
immediate prospect of amelioration, the Council 
has had no option but to propose raising the 
scale of members’ annual subscriptions and the 
necessary resolution was moved and approved at 
the fifty-first annual general meeting of the 
Association, reported on another page. 

The membership of the Association at Decem- 
ber 31st, 1955, was 9,564, a net increase over the 
year of 323. The number of students and gradu- 
ates (including articled clerks) at the same date 
was 7,883 as compared with 8,248 at the end of 
the previous year. Of the 3,698 candidates for the 
June and December 1955 examinations, 1,369, or 
37 per cent, passed. The corresponding percent- 
age for 1954 was 40 and in 1953 it was 43. The 
decline in 1954 (as compared with 1953) was 
attributed mainly to the low ratio of passes in 
Section I of the Final examination. In 1955, how- 


. ever, the passes in this division improved from 


28 per cent to 31 per cent, but the percentage 
passes in the Intermediate examination dropped 
from 44 to 39 and those in Section II of the 
Final examination from 51 to 43. Commenting 
in his presidential address on the difficulty of 


' finding a rational explanation for these fluctua- 


A 


tions. Mr W. MACFARLANE GRAY, F.A.C.C.A,, 
reaffirms that the variations have nothing.to do 
with Council policy, which is, and always has 
been, that individual merit is the sole criterion 
in determining each candidate’s chances. 

As a result of a special resolution passed at 
Tuesday’s meeting, the constitution of the 


-Council has been altered in two respects. Firstly, 


associates as well as fellows are now eligible for 
membership and, secondly, the ratio of non- 
practising to practising members who may sit on 
the Council has been increased. Both these 
amendments are in keeping with the times. 
Nearly 70 per cent of the Association’s members 


„are associates and an ever-growing number of 


them are finding permanent positions in in- 
dustry. 

To the Budget proposals of the CHANCELLOR 
OF THE EXCHEQUER the PRESIDENT extends a 


thoughtful welcome and, in particular, expresses 


the satisfaction felt by every self-employed person 
at the opportunity now afforded them to save 
something for their retirement. He identifies the 
move with the realization by the CHANCELLOR 
that, during the last ten years, the gradual re- 
distribution of the nation’s income has drained 


the middle class of its potential saving power and 


put the money into the hands of ‘the spending 
public’. His main criticism of the Budget is 
that it offers no incentives to greater productivity. 
The margin of net earnings nowadays between 
the skilled and the unskilled has been so much 
narrowed that the urge to become a specialist 
and earn more is not so strong as it used to be. 

Mr ALAN CHARLES SHIPLEY MEYNELL, 
F.A.C.C.A., has been elected President of the 
Association and Mr WILLIAM JACKSON, F.A.C.C.A., 
has been elected Vice-President. 
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INVESTMENT OF CHARITABLE FUNDS 


AN IMPORTANT DECISION 
by SPENCER G. MAURICE 


HE law relating to the investment of 
funds held upon charitable trusts has 
been considered in two leading articles in 
The Accountant. The first, in the issue of August 
2oth, 1955, was concerned with the White 
Paper . on “Government. Policy on Charitable 
Trusts in England and Wales’,* wherein is 
advocated relaxation of the existing procedure 
for widening the range of investment of moneys 
held upon charitable trusts. The second, in the 
issue of September 24th, 1955, was in particular 
concerned with the case where a charity is 
administered by a company incorporated under 
the Companies Acts. 

Reference was, made in both to the necessity 
of obtaining the sanction of the Court, under 
Section 57 of the Trustee Act, 1925, if it is 
desired to invest outside the ordinary range of 
trustee securities in a case where investment 
outside that range-is not authorized by the trust 
instrument or made possible by reason "of the 
fact that the trusts are contained in the memor- 


andum of association of a limited company, . 


capable of alteration under the machinery of 
the Companies Act, 1948. 

The Government proposed that the Minister 
of Education, in respect of educational charities, 
and the Charity Commissioners for England and 
Wales, in respect of other charities, should have a 
powgr similar to that possessed by the Court, and 
exercised in the Chancery Division of the High 
Court, to widen the field of investment in 
appropriate cases. 


The Case of The Royal Society 


There is probably general agreement that it is 
desirable that the field of investment of charitable 
funds should, in appropriate cases, be able to 
be extended.? and also that, in dealing with such 


1-Cmd. 9538. 

t A Private Member’s Bill, which received its first reading in 
the Commons on November oth, 1955, and was referred 
to in ‘Weekly Notes’ in the issue of Accountant 
of December roth, 1955, seeks to widen the field 
of trustee investment both as to charitable and as 
to non-charitable funds. In some respects the proposals 
therein contained would, if passed into law, go further 
than the Court is normally prepared to go; but the restric- 
tions which the Bill proposes are generally more stringent 
thari the limits customarily E by the Court when 
it extends the investment range. 


funds, the expense of recourse to the Court 
should, so far as possible, be avoided. For that 
reason, the possession by the Commissioners 
and the Minister of such powers would ` be 
generally welcomed. ‘That the Government are of 
opinion that they ‘can be given a jurisdiction in 
this respect concurrent with that of the Court 
only by means of legislation, is evident from the 
proposals in the White Paper, and it is probably 
desirable that Parliament should leave no doubt 
as to their powers; but the recent case of In re 
Royal Soctety’s Charitable Trusts, Royal Society 
v. Attorney-General ([1955] 3 All E.R. 14) 
suggests that those powers may in fact exist. 

The Royal Society held as trustee on various 
charitable trusts a large number of trust funds. 
The Society applied to the Court for authority 
to invest these funds beyond the range of 
authorized trustee investments, and also for 
investment and accounting purposes to con- 
solidate the different funds. Consolidation was 
sought because in that way administration so far 
as investment was concerned, would be simplified, 
and because it was considered essential, in 
investing outside the range of trustee investments, 
to spread over a number of investments such 
risks as were involved, and such spreading of 
risk was impracticable if a number of small funds 
were dealt with independently. ` 

Clearly, in any case where the trustee of a 
number of charitable trusts seeks wide investment 
powers the desirability of consolidation should 
always be considered, and, if appropriate, the 
application for wider investment powers should 
be accompanied by an EE for permission 
to consolidate. ) 


The Basis of the Court’s Jurisdiction 


The case came before Vaisey, J., who was . 
satisfied that the powers sought were, in the 
rather special circumstances of the case, such as _ | 
should, if possible, be granted. His lordship ` 
proceeded to consider whether he had jurisdiction 
to make the order desired, and ‘the particular 
interest of the case-lies in his lordship’s réasons 
for deciding that he had. The case had been put 
forward on. the basis that the Court had juris- 
diction under Section. 57 (1) of the Trustee Act, 
1925, or, alternatively, under SS inherent juris- 
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diction, the scope of which Vaisey, J., called 
‘rather ill-defined’. 

That the case should have been put forward 
under subsectione (1) of Section 57 of the 
Trustee Act, 1925, appears natural enough, for 
that subsection provides that 

“Where in the management or administration of 
any property vested in trustees, any . . . investment 

. . . i8 in the opinion of the Court expedient, 

but the same cannot be effected by reason of the 

absence of any power for that purpose vested in the 

trustees by the trust instrument, if any, or by law, 

the Court may by order confer upon the trustees 
. the necessary power for the purpose...’ 


aad there is no suggestion in the statute that the 
subsection does not apply in the case of a 


- charitable trust. Nevertheless, Vaisey, J., took the 


view that the matter with which he was con- 
cerned did not come within Section 57 at all, nor 
yet within the general jurisdiction of the Court 
as exercised in relation to ordinary trusts. His 
lordship took the view that the matter must be 
approached on the special ground that the Court 


' was dealing with charities, and he came to the 


conclusion, applying certain dicta ‘of Sir John 
Romilly, M.R., in Attorney-General v. Sherborne 
Grammar School (Governors, etc.) ((1854). 18 
Beav. 256, 280) and of Lord Watson in Andrews 
and Another v. M’Guffog and Another ((1886) 
11 App. Cas. 313, 316), and bearing in mind 


the position of the Attorney-General, as repre- ` 


sentative of the Sovereign as parens patriae and 
protector of charities, 

‘That the Court has, at the instance of the 
trustees, jurisdiction, where the Attorney-General 
consents or does not object, to authorize such 
proposals as the present by tay of scheme’ ([1955| 
d All E.R. 16). 


Consequences of the Decision 

Vaisey, J.’s, decision in the Royal Society case 
raises an interesting question.. If the Court’s 
power to authorize investment of charitable 
funds outside the field of trustee securities springs 
from the scheme-making jurisdiction, is not a 
similar power already possessed by the Charity 
Commissioners and the Minister of Education, 
since the Commissioners have, by virtue of 
Section 2 of the Charitable Trusts Act, 1860, a 
scheme-making jurisdiction concurrent with that 
of the Court, and the Minister has a similar 
power by virtue of Section 2 (1) of the Education 
Act, 1944, and Section 1 (1) of the Education 
(Miscellaneous Provisions) Act, 1948? 

The answer to this question seems inevitably 
to be in the affirmative, though the fact has not 
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till now been apparent,.as indeed, the Govern- 
ment’s proposals, already referred to, bear 
witness. It seems, then, that trustees of charitable 
funds should, if they wish wider investment 
powers, ask the Commissioners or the Minister, 
as the case may be, for those powers in the first 
place. If the trustees satisfy the Commissioners 
or the Minister that there is a case for wider 
investment, the order made will doubtless be 
modelled upon the type of order made by the 
Court in such a case, and certainly give no wider 
powers than those which the Court is accustomed 
to give. 
What the Court May Permit 

In this connection the scheme authorized by 
Vaisey, J., in the Royal Soctety case is a useful 
precedent, as showing the limits to which the 
Court will go. The scheme allowed the trustees 
to invest outside the ordinary range of trustee 
investments by permitting investment in govern- 
mental securities of the United States of America 
and of the States thereof and the securities of 
companies incorporated in the United Kingdom 
under any general or special Act or by Royal 
Charter or incorporated under the federal or 
State laws of the United States of America and 
of any corporation established in the United 
Kingdom for public purposes by or under any 
Act, but subject to certain provisos. First, no 
funds might be invested in any investment which 
was not dealt with or quoted on a recognized 
stock exchange in the United Kingdom or the 
City of New York. Secondly, at least one-third 
of the total investments must always be within 
the ordinary range. Thirdly, investment was for- 
bidden in shares or stock of a company (other 
than a company incorporated in the United 
Kingdom and carrying on there banking or 
insurance business) carrying a liability to con- 
tribute by way of calls. And, fourthly, no funds 
might be invested in the ordinary or deferred 
shares or stock of any company unless at the 
time of investment the company’s paid-up 
capital amounted to at least £750,000 or. its 
equivalent at the- current rate of exchange. 
Furthermore, it should be remembered by 
trustees who may contemplate an application 
that Vaisey, J., emphasized that the range of 
investment will not automatically be widened 
merely because the income of a charity is less 
than the trustees would wish: the jurisdic- 
tion of the Court will, as his. lordship indicated, 
be exercised sparingly, and not indiscriminately, 
and it is clear that the Commissioners and the 
Minister would be no less cautious. 
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REMINISCENCES AND REFLECTIONS 


by SIR RUSSELL KETTLE, F.C.A. 


HEN Mr Stott asked me if I would address 

\ ` / you I reminded him that I had recently 

retired from practice. I suggested that as I 
was drifting away from those current topics which 
should nies Gë of interest to you, he should 
invite a speaker more in touch with problems of the 
immediate future. He countered by proposing that I 
might have reflections of the past or ideas about, the 
direction the profession might take in the future of 
which I might like to unburden myself before an 
audience of chartered accountants who would like 
to hear me on any subject. I thought this a somewhat 
rash, albeit sporting, invitation. You know the story 
of a speaker who turned up to address a large gather- 
ing in the Middle West. After he had spoken for a 
short time he saw a member of the audience pull out 
a gun. He was, however, relieved when the gunman, 
noticing his agitation, said: ‘It’s all right, mister, I’m 
not going to shoot you: I’m going to shoot the fellow 
who asked you here.’ 

Mr Deloitte, the founder of my late firm in 1845, 
was a member of the Manchester Society of Account- 
ants before its absorption by the Institute in 1880, 
and he practised in your city at 2 Cooper Street, in 
partnership with Mr James Halliday, from at least 
1864 to 1877, as Deloitte & Halliday. Mr Halliday 
later became managing director, and subsequently 
chairman, of the Manchester & Liverpool District 
Bank, now the District Bank. 


Early Days 

I started my professional career in 1904, in those 
halcyon days when the pound sterling, based upon the 
gold standard, was accepted everywhere abroad and 
it was unthinkable that anyone would question its 
stability and convertibility. One could travel almost 
anywhere without a passport. Income tax was 1s in 
the £; surtax was unknown and the top rate of death 
duty was 8 per cent. Motor buses and motor-cars had 
not replaced horse traction; aeroplanes were unknown 
and the telephone and typewriters and women 
employees were just beginning to prove their 
indispensability. Morning coffee had not become 
an institution but on Saturdays we indulged in a 
small glass of port at a cost, as far as I can remember, 
of threepence. 

Many articled clerks and qualified assistants in 
Eegen felt that the dignity of their status ‘required 
the wearing of top hats and morning coats. I can still 
recall the look of pained surprise on the face of an 
old Etonian member of the-staff when he was sent 
out on an audit with a gentleman who turned up in 
a morning coat and bowler hat. 


An address delivered to the Manchester Society of Chartered 
Accountants on April 9th, 1956. Mr Guy Waterworth, F.c.a., 
was in the chair. 


For forty-two years out of over fifty years of m my 
active life in the profession I was fortunate enoug 
to be closely associated with the late Lord Plender, 
and I sat in his room as his personal secretary for 
nearly ten years. I can never be sufficiently grateful 
for his wise guidance and forbearance. Lord Plender, 
by his ability, industry and personality, rose without 
influence to be the acknowledged head of the profes- 
sion. He took a keen interest in students and the 
younger members of the Institute, and it was one of 
his ambitions to merit the good opinion of his profes- 
sional brethren. 


Fifty Years in the Profession 


One cannot spend fifty years in the profession without 
experiencing many strange and often amusing 
happenings. 

One of my strangest assignments was a visit I 
paid many years ago to Liverpool to retrieve, and 
so prevent undesirable consequences of their getting ` 
into circulation, certain bills of exchange for £ 50,000, 
on which the son-in-law of a well-known banker 
had unfortunately written his name. I was given 
carte blanche by the banker as to the amount I 
could pay, and I was told that I could obtain a cheque 
for the amount from the manager of Martins Bank 
who would be advised of the object of my visit to 
him. I secured the bills for £30,000, for which I 
obtained in the most informal and casual way a 
cheque from the bank. The son-in-law, who had 
accompanied me to Liverpool, was so relieved at 
recovery of the bills that he ordered a bottle of 
champagne for dinner in the restaurant car on our 
return journey to London. 

I was reading a book recently which dealt with the 
alleged traffic in titles, following the First World War. 
I could have added an example — anonymous, of 
course ~ within my own knowledge. A gentleman, 
who had secured a baronetcy for a consideration not 
far short of £100,000, found himself soon afterwards 
financially embarrassed and threatened with bank- 
ruptcy proceedings. An urgent inquiry into his 
financial position on behalf of the political party 
concerned showed him to be insolvent and to avoid 
disclosure of the transaction in a statement of affairs 
the amount was repaid; bankruptcy was avoided and 
the baronet got his title for nothing. 


Retirement Age of Directors 
I suppose one of the less popular innovations of the 
Companies Act, 1948, was that provisionally fixing 
the retirement age of directors of public companies 


at seventy. I believe it is not sufficiently recognized 


that the main object of this requirement is to provide 
a means of enabling directors to get rid of ageing 
colleagues whose period of useful service has passed 
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but to whom, as old friends, they feel diffident of 
suggesting they should not offer themselves for re- 
election. A friend of mine told me the other day that 
they couldn’t get rid of a fellow director aged 91, who 
insisted on attendimg at the office weekly and had a 
passion for signing cheques and other documents. 
He turned up recently and signed over Loo share 
certificates in a book he found on a desk: the unfor- 
tunate thing was that he wasn’t a director of that 
particular company. 

I recall a proxy form completed by one share- 
holder who obviously had a poor opinion of directors. 
After nominating one director, whom failing others, 
he deleted the rest of the familiar wording and 
amended it to read ‘all bloody fools in the hope that 
they will do better in the future’. 

The late Sir Charles Palmour, our President for 
six years, told me in language both robust and direct, 
that, as a member of the Cohen committee, I had 
deprived him of his hoped-for means of livelihood asa 
director when he came to retire from practice. 

An ‘Army’ Bank 

Some years ago I acted as trustee in bankruptcy of 
one of the so-called ‘army’ banks, with liabilities to 
officers immediately after the First World War of 
several millions. It then transpired that the partners’ 
capital was only £6,000. Not unnaturally the War 
Office came in for a good deal of criticism and although 
they had no legal liability they recognized the moral 
obligation to the depositors for designating the bank 
as one to which remittances could be made on behalf 
of officers without any knowledge or making any 
inquiry as to its financial position. 

Negotiations resulted in an ex gratia payment by 
the War Office of ros in the £: the late Lord Derby, 
then Secretary of State for War, told me during our 
discussions that as a one-time subaltern, his sympathy 
was not with the depositors but with those officers 
who had overdrafts. Another startling feature in this 
case was the absence of any sort of internal control 
over the strong room containing large quantities of 
customers’ securities to which access was obtained by 
a key held by one official. Fortunately nothing was 
missing. 

A Curious Error 

A curious error once crept into a report written in my 
office. We had been inquiring into the administration 
and finance of certain semi-charitable bodies on 
behalf of a noble lord. My partner, in dictating the 
report, referred to these bodies as quasi-philanthropic 
institutions with which his lordship was closely 
associated. When the report came back from the 
typist, quasi-philanthropic had become crazy- 
philanthropic, and in this form it was unfortunately 
dispatched to his lordship. | 


Decision in an Arbitration 
There is one form of activity in which a practising 
accountant may give an opinion without supporting 
reasons, that is in an arbitration, I think it is cowardly 
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not to do so, but it may sometimes be wiser. I once 
gave reasons upon which I based an award, upon 
which a special case was stated. My satisfaction on 
hearing that the judge had confirmed my award was 
severely shaken when he added that I had arrived at 
my decision upon the wrong grounds. 


Most Embarrassing Moment 


There is a popular wireless entertainment in which a 
member of the public is asked if he can say what was 
the most embarrassing moment in his life. I know 
mine. Some years before I became a member of the 
Council I received an invitation from the Master of a 
well-known City livery company to be his guest at 
a guest night dinner. As I did not know the Master I 
rang up his secretary to ask privately if the invitation 
was really meant for me. 

When I arrived at the dinner and was handed a 
plan of the tables I was dumbfounded to find myself 
described as President of The Institute of Chartered 
Accountants in England and Wales and placed next 
to the Master. He had mistaken me for my partner, 
Sir Arthur Cutforth. The Master persuaded me to 
remain, but I did not enjoy that dinner: at my request 
he asked speakers not to refer to the presence of the 
President, but I could not help noticing two guests 


from the Institute casting incredulous glances at me, 


The Evil of Inflation 


One of my most interesting experiences was a visit I 
paid to Berlin with the Dawes Commission in the 
early 1920s. My task was to estimate the total sum 
in foreign currencies by which Germany had bene- 
fited from the sale abroad of German marks which 
had since become almost valueless. On a subsequent 
visit I made an investigation into the financial 

osition of the Reichbank and met Dr Schact, who 

ter became Hitlers Finance Minister. The out- 
standing impression of these visits was the stafe to 
which a once prosperous and virile nation could be 
reduced by inflation: it wiped out the rentier class 
and brought the workers mass unemployment and a 
bare standard of existence. If the general public in 
our country could only realize the terrifying results 
of uncontrolled inflation it would have a sobering 
effect. No sacrifice or restraint on the part of everyone 
is too great a price to pay to avoid the evil of inflation 
let loose. 


Professional Accountancy in the 
Business World 


The prominent place which professional accountancy 
has attained in the business world is, of course, due in 
large measure to legislation concerning companies 
and taxation. Company legislation first reached the 
Statute Book just over 100 years ago, in 1855. If 
what Lancashire did then had been thought subse- 
quently by England, the practice of accountants in 
Manchester — which, next to London, contains more 
chartered accountants than any other city — would 
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not have expanded as it has done, for it. is recorded 
that the Manchester Chamber of Commerce violently 
opposed the Companies Bill and thought limited 


liability ‘subversive to that high moral responsibility ` 


which has hitherto distinguished 


our partnership 
laws’. : 


Accounts of Companies 


It took nearly fifty years for the need for compulsory 
audit of the accounts of companies — apart from 
banking companies~to be recognized and made 
obligatory by the Act of 1900. From then until the 
Act of 1929 became law, auditors were required to 
report whether the balance-sheet exhibited a true and 
correct view without legal guidance as to its contents. 
And the surprising thing is that until the 1929 Act 
shareholders had no right, unless articles so pre- 
scribed, to receive a copy of the annual accounts. ` 

I recall a report of a well-known public company 
which reminded the shareholders ‘that the directors 
were of opinion that it was not desirable to publish 
the accounts of the company and this view was 
adopted by the shareholders who were present at the 
general meeting’. As you know, until 1948 there were 
no statutory requirements regarding the form and 
contents of the profit and loss account, other than 
those infrequently prescribed in articles or in Table A 
if adopted by a company. The latitude allowed to 
directors in this respect until so recently, seems 
astonishing today, and where articles dealt with 
matters of account they were often restrictive rather 
than informative. In one case the articles went 
so far as to lay down that the declaration of. the 


directors as to the amount of the net profits at- 


the end of any year should be conclusive without 
disclosing transfers to or from contingency or reserve 
funds. As recently as 1921 the balance-sheet of a 
famous chartered company with lay auditors showed 


all its assets in one item aggregating over {£23 million:. . 


its pgofit and loss account disclosed three figures only 
-the net result after depreciation, debenture 
interest and dividends. 


Auditors’ Report 


The auditors’ report stripped of its prefaces and 
limitations has passed through three phases of 
affirmation. First we had the truly remarkable 
description ‘Full and fair’ as applied to bank balance- 
sheets under the 1879 Act, and to the balance-sheets 
of companies adopting the audit clauses of the 1862 
Act. This was followed by ‘True and correct’, from 
1900 to 1948, and succeeded by “True and fair’ under 
the existing Act which, to my mind, places responsi- 
bility squarely on the auditor. 

One had some sympathy with the shareholder in a 
company which fell upon evil times during.the slump 
between the wars and wrote off some millions from 
its assets by elimination of reserves and a drastic 
reduction of capital: He noticed that whilst the sole 
firm of auditors had been joined after. reconstruction 
by another: firm, the.refrain extolling the balance- 
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sheet as a true and correct state of affairs, previously 
sung as a solo, was still rendered in identical stanzas 
as a duet. There is, of course, an answer to very 
natural criticism of this sort from a layman, but I 
doubt if it will satisfy him. The®picture was true at 
each date in the light of the stated facts — firstly 
fixed assets at cost normally depreciated and subse- 
quently as written down. 

We have the reverse situation in the ‘take over’ 
bid when surprised shareholders are approached by 
enterprising gentlemen with offers to acquire their 
shares at prices which bear no relation to balance-sheet 
figures and exceed stock exchange quotations. Until 
it is appreciated that the amounts of fixed assets are 
not necessarily or primarily an indication of their 
intrinsic worth to the business or of their realizable 
value, the misconception is likely to continue. 

A balance-sheet should be an account of prudent 
stewardship of a continuing business. Attempts in 
times of increasing inflation to assess and introduce 
into accounts the current values of fixed assets and 
depreciation provisions fluctuating therewith would, 
in the succinct words of an Australian accountant, be 
no more than a stab in the dark at a moving target, 
as has already proved to be the case: it would still . 
further distort accounts and would not solve the 
problem. In my opinion no one has yet presented a 
case to disprove the incontrovertible logic of ` 
Institute Recommendation XV: I doubt if we should’ 


-have heard so much on this subject had it not been 


for taxation implications. 


Simplification of Accounts 


We have heard a lot recently about the need to 
simplify accounts. The President has urged its 
importance, and Mr E. H. Davison gave an interesting 
address on the subject at the last summer course. 
Some critics want accounts to be expanded and others 
call for the salient features in tabloid form. And there’ 
are those who favour standardization. | 

It has been suggested by the Chairman of the 
London Stock Exchange that the language employed 
should not be that of economists but the universal 
language as understood in the canteen, ‘the local’ and ` 
the home. One can conjure up some startling innova- 
tions. It reminds me of the story of the inability of 
a navvy to understand that universal suffrage meant 
one man one vote, until it was explained to him that 
it meant one bloody man one bloody vote, when he 
asked why they didn’t say so before. 

‘There are, of course, a large number of otherwise 
intelligent people who instinctively shy at figures, 
and to whom they will always be a mystery in what- 
ever form they are presented. The cynical may even 
agree with the printer of a balance-sheet I once 
audited, which described the capital as being divided 
into 500,000 snares of {1 each. That is not to say that 
accounts and their. interpretation are not capable of 
improvement and simplification in form and language 
without departing from the principles of sound . 


_ accountancy. No doubt within the-next ten years we 
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shall have the periodical review of the Companies 
Act, when it will be decided what further or revised 
requirements, in the light of current experience and 


social needs, shall apply to accounts. 


The law cannot hope to cope with the details of 
accounts, and I hope reasonable elasticity within 
generally accepted principles and not a standardized 
rigidity so beloved by theorists and bureaucrats, will 
continue to be regarded as the best means of enabling 
the accounts of undertakings widely differing in 
character and usage to be adequately and properly 
presented, 

The task is one primarily for the profession. In 
this respect the Institute has taken the lead by its 
accounting recommendations and other publications 
on practicable problems: they avoid dogmatism and 
are based upon a wide range of experience. In the 
final outcome it is the result of one’s judgment in a 


specific set of circumstances and not the application ` 


of fixed formulae that distinguishes the professional 
man from an automaton. 

It should, of course, be our care to take notice of 
and attempt to clarify perplexities created by existing 
practice. It may be that the balance-sheet and profit 
and loss account are so enshrined in accounting 


- terminology as to be sacrosanct: I have often wondered 
how an account-can show a profit and loss: intelligent. 


people frequently refer to the balance-sheet when they 


- mean the profit and loss account. Both terms are 


archaic. It might add to gréater appreciation of the 
contents of both accounts if the balance-sheet were 


to be designated ‘Statement of financial position or 


condition’ as frequently used in the United States 


and for the profit and loss account to be concisely 
- called ‘Statement of profit or income’ and presented 


in columnar form. a 
Those who seek to emphasize and clarify the 


nature of stewardship by statements of sources and’ 


disposal of funds might consider the state of mind of 
the shareholder when he reads, as in an example I 
recently saw, that the sources during the year 
included ‘Provision of depreciation’, “Decrease in cash 
and Government Securities’, and ‘Decrease in 
inventories’, comprising together more than 50 per 


_ cent of the stated increase in funds! What may be 
` appropriate for the financial guidance of management 


i 


is unlikely to be suitable for shareholders. 


i ‘Profit’ 
It is unfortunate that the word ‘profit’ has so many 
alternative and qualified versions. We have ‘Profit, 
revenue, income, earnings and surplus’, with adjuncts 
such as trading, gross, operating, net, gross margin, 


‘before charging taxes, and the nebulous word 


‘balance’ occasionally creeps in. In a profit and loss 
account in columnar form recently reproduced ‘in 
The Accountant, the word ‘profit’ with differing 


. appendices appeared nine times against different 


figures. And why, in almost every prospectus report, 
is it necessary to say that the profit has been arrived 


at after charging all expenses of working and manage- 
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ment? At what point do we arrive at the true and fair 
view of the.profit for the year which it is a statutory 


obligation to show, and for the auditors to confirm? ` 


Prima facie it should be identifiable as such. 

There must, of course, be- consistency: in the 
method of computing a company’s profit and dis- 
closure of abnormal features. But there are many other 
important aspects of this question which merit 
further study and, if possible, a recommendation by 
the Institute. The misconceptions which arise on 
this matter, from which the Press is far from immune, 
lead to misleading political and economic inferences ` 
and implications. | ; 


Relationship Between Profits and Capital 
Closely allied to the quantum of profits is the 


„question, prominent today in the political arena, of 


the relationship between profits and capital with the 
alleged rich, grasping and parasite shareholders in the 
Seege 

Can accounts be made to assist in putting these 
matters in proper perspective? A reasonable profit 
of an efficiently managed and progressive company 
should, I suggest, be judged in many cases by its 
relation to turnover and not necessarily to capital 


- employed. Can more be done to distinguish capital 


employed from share capital? I doubt if, in this 
respect, no par value capital will help very much. It is 
impracticable to devise means of ascertaining the 
current value of share capital at any balance-sheet 
date: where stock exchange quotations exist, the 
markings often with wide fluctuations indicate supply 
and demand and not necessarily intrinsic value: 
the evidence of six chartered accountants in the Holt 
case shows the wide range of estimates which can be 
made. - 

But many more balance-sheets could be framed not 
necessarily in the form of a two-sided account to 
show more concisely in complementary sections the 
aggregate net assets and the total shareholders’ 
resources out of which they have been acquired. 
Both the ambiguous meaning of the term reserve — 
which so confused an eminent judge recently — and 
the present unsatisfactory and often illusory distinc- 


tion between capital and revenue reserves, are matters `. 


which will require careful consideration when the ` 
Act is next under review: the distinction is often 
meaningless and practice lacks consistency. 

- The expression ‘capital reserve’ does not necessarily 
connote only sums legally unavailable for distribu- - 
tion as the name might appear to imply, and to 
suggest that revenue reserves are available for 


- distribution is in the majority of cases only a practical 


Ee at all-in a members’ voluntary 
iquidation. From the standpoint of the company 
are not most reserves, by whatever name called, 
including the undistributed balance on -profit and 
loss account, amounts which by decision of the 
directors, confirmed by the shareholders, are not free 
for distribution? 

T sometimes wonder what virtue there isin making. 
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transfers of fortuitous amounts to revenue reserves 
and designating some of these reserves by a variety 
of names often giving the impression that they are 
provisions rather than reserves. General and unallo- 
cated reserves are grouped with reserves for con- 
tingencies, for increased cost of plant replacement, 
against stock fluctuation and for dividend equaliza- 
tion: I have never known this latter reserve to be 
available for the purpose in time of need. The term 
‘surplus’ is often used: can the shareholder be blamed 
if he wonders why the amount cannot be distributed? 
Would it be more conducive to an understanding of 
the balance-sheet if one item of accumulated profits 
were carried forward and the creation and sub- 
. division of these reserves were discontinued? 


Attempts at Clarification of Accounts 


Attempts are sometimes made to clarify accounts by’ - 


relegating subsidiary information to notes annexed 
to and forming part of the statutory accounts: this 
facility, useful as a means of clearing the balance- 
sheet and profit and loss account of unnecessary 
detail, has, on otcasions, been abused by virtual 


concealment of material facts in a mass of unidentified ~ 


notes. Too great a volume of information often 
vitiates its purpose. 

There has, however, of recent years been a growing 
realization of the need for underlining the salient 
features by simple pictorial or statistical illustrations, 
with which we are becoming familiar, to bring out the 
true relationship between profits, dividends, turnover 
and capital employed, the share taken by the State in 


taxation and by employees: as you know, a note on” 


this matter was made available to members of the 
Institute in 1950. 

We, as accountants, can suggest the information to 
be given but it must be left to the directors where 
necessary to draw attention to the implications. A 


usefal addition to remove a widespread misunder- ` 


standing as to the ownership of companies would be 
a statement of the number of shareholders in 


categories of stated holdings. I doubt if submission of . 


such tabloid information could be made compulsory 
by law. When the Companies Act is revised I should 
` also like to see a requirement to publish, as an annexe 
to the accounts, a summary of the balance-sheets 
and profit and loss accounts, as far as available, for 
the last ten years: the trend disclosed thereby would 
provide a much more valuable picture of a company’s 
fortunes and the efficiency of its management than is 
given by the comparative figures of the previous year. 
There are still too many accounts where the printing 
and general layout, so important to clarification, 
leave much to be desired. 


The Council of the Institute 
May I now turn to a few matters of domestic interest 
to us all as members of our Institute? Nothing I say 
should, of course, be taken to reflect the views or 
have the approval of the Council from which I 
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retired about a year ago after fifteen years’ member- 
ship. 

I doubt if the general body of members can 
appreciate the devoted service and time given by their 
representatives, and particularly those from the 
provinces, in looking after their interests and main- 
taining the prestige and reputation which the 
Institute enjoys. 

I have sometimes wondered whether membership: 
of the Council is often too much of a permanency. 
Should members be ineligible for immediate re- 
election after serving a stated period, as is the custom 
in the Scottish Institute, and should there be a 
retiring age? By any such requirements a desirable 
continuity in membership might be prejudiced and 
the Council and the Institute might be deprived of 
the services of men of outstanding ability. The 
Companies Act affords a useful precedent -and it 
might be of assistance to the district societies and to 
the members at the annual general meeting if the age 
and number of years’ service on the Council of | 
members seeking re-election were stated in the notice “ 
of meeting and a special resolution required for those 
over seventy. 

We are served, as I think is universally acknow- 
ledged, by a secretary and assistant secretaries of 
great loyalty and conspicuous ability, whose duties 
are increasingly arduous. I doubt if the present build- 
ing and offices in Moorgate will prove adequate much 
longer for our growing needs, and I hope some day 
we may possess premises with a hall in which we can 
hold our annual meeting as we used to do some years 
ago. 

Shortage of Qualified Assistants 

A matter which is causing concern to many practising 
members is the shortage of qualified assistants both 
at home and overseas. I believe this to be due to two 
causes; firstly the lack of entrants to the profession to 
keep pace with its greatly enlarged scope and 
activities, and secondly the big disadvantage we 
suffer in competing with industry in matters of 
salary, pension and other benefits. The impact of 
national service may not be without a deterrent 
effect. 

No statistics are available of the number of clerks 
serving under articles, but they are believed to 
approach 7,000, or 50 per cent of capacity. It'is clear, 
and regrettable, that many practising members 
either do not want articled clerks or that the profession 
is failing to attract them. The outmoded system of 
premiums has largely disappeared, but I believe 
service under articles to be fundamental. But until 
we recognize that in these days the majority of young 
men who often want to marry at a comparatively 
early age, are unable to serve five years with little 
or no salary and that parents can no longer afford to 
maintain them we shall, I fear, not succeed in 
competing with industry for their services. 

My feeling is that we ought to relax the limit of 
two articled clerks per practising member and permit, 
say, four: as you know, the Scottish Institute has no 
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limit and I do not think anyone would say that their 
members fail to attain a high standard of proficiency. 
One result of our existing restriction is to leave so 
many able clerks no alternative but to qualify as 
members of other bdtlies and I believe quite a large 
‘proportion of new members of the Society are 
recruited in this way. 

: E support the plea recently made that we get 
encourage giving articles to coloured pupils in spite 
of possible initial difficulties with some clients: by 
doing so we shall enhance both the efficiency and the 
goodwill to our mutual advantage of those territories 
which have attained or are approaching self-govern- 
ment within the Commonwealth. 


Practising and Non-practising Members | 
The cordial relations and co-operation between 
practising and non-practising members - who now 
form the majority of our members —have been 


-pleasant features of our Institute and the public 


knowledge that an increasing number of our members 
play a leading part as directors and high executives in 
industry adds to our prestige. 

I have noticed on occasions a tendency on the part 
of a few industrial accountants, in domestic discus- 
sions, to draw comparisons in which the work of 
practising accountants, described negatively as 
stewardship is, albeit sotto voce, unfavourably con- 
trasted with that of members in industry actively 
associated with management. 

I think we all recognize that each in differing ways 
has useful and necessary functions to perform and 
that the offices of practising members provide the 
essential foundation of the training of those members 


* who take up industrial work. But I need hardly 


C 


remind an audience such as this that until the ` 


Government take steps to remove the unfair dis- 
crimination against professional men in independent 
practice, in the matter of retirement benefits, we 
cannot but look with disquiet on the future of our 
Institute and professional accountancy in general. 
Where I do think the non-practising member has 
ground for complaint is in the rules concerning the 


use of the initials F.C.A. and A.C.A. The qualification 


for becoming an FC A is to my mind unsupportable. 
If we want to compete with all those bodies who use 
imposing and often meaningless initials, I would 
prefer all members without distinction to use the 
initials F.C.A. But my preference is to abolish 
F.C.A. and A.C.A. and to describe ourselves as 
: ‘Chartered Accountants’ and so avoid confusion 
‘with other bodies. 


Mechanical and Electronic Developments 


We live in an age when mechanical and electronic 
‘developments in accounting are fast revolutionizing 
systems and methods upon which many of us have 
been brought up. Apart from specialized services 
.which are not undertaken in the normal practice, 
_ the impact of automation on the ordinary work of 


| 
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accountancy and auditing in everyday practice is 
increasingly calling for a practical knowledge of these 
new techniques. 

I was recently in the United States and was 
astounded at the almost unbelievable revolution in 
speed and economy in the preparation of accounting 
records by electronic computers. How can the 
training of chartered accountants be acclimatized to 
the new situation? Can practical experience be 
acquired by articled clerks without some service, at 
present optional for six months, in an appropriate 
industrial organization, subject to the supervision by 
a non-practising member? 


Training of Articled Clerks 


Apart from the impact of these new techniques is 
the overall training of articled clerks entirely satis- 
factory? Is it reasonable or consistent with efficiency 
for articled clerks to undertake their studies, apart 
from some time off before examinations, after a full 
day’s work in the office as was done in my early days, 
before such a vastly increased range of knowledge 
was required? Is tuition by correspondence preferable 
to oral tuition? Should the Institute itself play some 
part in tuition, as in the case of the Law Society and 
the Scottish Institute, or rely to some extent, as does 
the Scottish Institute, more upon the recognized 
universities for non-residential academic training, 
instead of leaving tuition largely to coaching classes 
of.the candidate’s selection? 

There would, no doubt, be serious difficulties to 
begin with, particularly in the number and quality of 
teachers, and the location of centres. | am very 
conscious that it is easy to ask questions without 
supplying the answers, but the proper training of 
articled clerks is all-important to the future of the 
Institute and a review from time to time is salutary. I 
was impressed by a thought-provoking address by 
one of our members, Mr David Solomons, Profegsor 
of Accountancy in Bristol University, entitled 
‘Accountancy education for new responsibilities’, 
recently published in The Accountant. 


Registration for the Profession 


And what of registration for the profession? As far as I - 
can ascertain there have been thirteen occasions since 
1893 when attempts have been made to co-ordinate 
and close the profession, in seven of which the 
Institute took the initiative or a leading part. The 
last concerted effort — the first since the profession 
had advanced to its present status — started in 1945 
and was supported by the English, Scottish and Irish 
Institutes, the Society and the Association. The 
discussions and negotiations took place over eight 
years and it cannot be said that failure to find a 
satisfactory solution was due to lack of effort. 

The ramifications of accountancy are so varied and 
indefinable and the vested and occupational interests 
of individuals and institutions so widespread that 
I believe we reached the only practical alternative 


Aen 


compatible with the public interest, in seeking to 
extend to exempt: private companies the protection 
afforded to shareholders in public and_ private 
companies under Section 161 of the Companies Act, 
1948. This would cover the substantial sector of 
professional practice in the audit field with the conse- 
quential benefit in most cases of taxation and other 
accountancy work —a not unsatisfactory outcome to 
practising accountants whose qualifications and 
experience were accepted as adequate under the Act. 

It is, I think, unlikely that any government would 
be prepared to prevent, in the public interest, the 
exercise by professionally unqualified persons of 
accounting functions for sole traders, partnerships 
and private individuals: it might even be suggested 
that much of such work did not call for the employ- 
ment of a professionally trained and qualified 
accountant. Much as one may deplore the under- 


cutting competition of unqualified persons- and- 


quacks free to advertise and solicit business, I fear 
the only way to meet this situation is by educating 
the public to appreciate that low charges are incon- 
sistent with efficient and competent service. 

The registration of the profession is, however, 
still the aim of some of the recognized bodies: unless 
any new and convincing grounds of public interest 
are discovered, which seems unlikely, I hope it will 
not have the support of the Institute. Let us also not 
forget the dangers inherent in regimentation — loss 
of standing of the premier bodies, the lowering of 
professional standards, the drift to a common level of 
uniformity, a scale of fees imposed by statute, the loss 
of independence, pressure from governments and. 
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eventual absorption of our main activities by the 
departments of the Auditor-General and District ` 
Auditors — not. averse to competing with us at 
present - to which all statutory audits would be 
transferred. 

You may think I paint too black a picture. My 
anxiety is for the Institute to maintain and extend its 
present position. I often marvel at the incongruous 
situation in which, in our small island, there exist two — 
until recently, four — separate bodies of chartered 
accountants. A large proportion of the members of 
the Scottish Institute have come south of the border, 
and we welcome them: we know that none of our 
members could survive in Scotland! Their London 
members hold their annual meeting at our Institute 
and for a modest consideration have the use of our. 
library. The Scots are intensely nationalistic but 
would it not be in our mutual interest to amalgamate?. 
I am sure that in a short time in accordance with the ` 
traditions of their race they would take a leading SS 
in the affairs of a combined institute. 

Mr Chairman and gentlemen, I have given you a 
hotchpotch of incidents and views and roamed over 
half a century of professional life. May I end, as I 
began, with a story? The chairman at a banquet was 
warned that unless he did something to stop one of 
the speakers he would go on boring the company 
for an interminable time. So he arranged at a suitable 
moment to hit him on the head with the gavel and 
knock him out. Unfortunately he hit the wrong man, 
who muttered as he fell on the floor: ‘Hit me again, 
I EE Ee it hasn’t been as bad as 
that. 


WEEKLY NOTES 


Compensation not Subject to Profits Tax 
‘The Court of Appeal decision in The Butterley Co 
Lt@ v. CIR (34 A.T.C. 64; and The Accountant, 
March "ob, 1955) has now been unanimously 
affirmed by the House of Lords (The Times, Apri 
zoth, 1956). 

The company has carried on a number of separate 
trades for some years, but its coal-mining trade ceased 
- on January 1st, 1947, on nationalization. Thereafter 
it received ‘revenue payments’ under the Coal 
Industry Nationalization Act, 1946, and the Coal 


Act, 1949. The Crown sought to include these. 


payments in the company’s profits for profits tax 
. purposes, arguing that they were either part of the 
profits of the trade or business carried on by the 
company or were ‘income received from investments 
or other property’. Roxburgh, J., held in the High 


. Court that the payments were investments from. 


‘other property’ and, accordingly, should be included. 
In the Court of Appeal . the Crown conceded. that, 
whether or not the payments were income from 
investments or other property, they were not subject 
to profits tax unless they were also ‘profits arising 
from a trade or business’ within the charging pro- 


visions of the Profits Tax Acts. The Court of Appeal 
unanimously allowed the company’s appeal from the 
decision of Roxburgh, J., and the Crown appealed to 
the House of Lords, which, as stated, dismissed the 
Crown’s appeal. 

Viscount Simonds, giving the first judgment, said 
that if, artificially, the income of any investment was 
to be treated as part of the profits of a trade, it could 
only be those investments which were somehow 
related to the trade in question. The dominant 
words “the profits arising in each accounting period 
from any trade or business’ in the charging section 
(Finance Act, 1937, Section 19) must not be lost 
sight of. A company might obviously own capital 
or assets which were not the capital of its trade or 
business. A conspicuous example of an asset which 
was not the asset of a trade carried on by a company -: 
was a right of compensation payable at some future 
date in respect of a trade which it had ceased to 
carry on. As to the argument that the company had 
established the nature of the payment by treating it as 
trading profit in its accounts, the determining factor 
was, not what use the company made of the payment, 
but what was.the source from which it was derived.. 
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Distribution of Deceased’s Shares 


“Where trustees of a deceased person’s estate hold 
all the issued shares in a private company on trust 
for sale, but one beneficiary has become entitled to 
4.5 per cent of them absolutely, can the trustees insist 


on retaining that 45 per cent in the face of the. 


beneficiary’s demand that they be transferred to 
him? This was the question decided by Harman, J., 
on April 2oth in Re Weiner deceased (The T imes, 
April 21st). 

The son of the deceased was entitled under his 
will to the 45 per cent subject to certain interests of 
the widow. The widow assigned these interests to 
him so that he was then-entitled to the 45 per cent 
absolutely. His application that they be transferred 
to him was opposed by the other beneficiaries who 
would become entitled eventually to the other 55 per 
cent. They said that a number of shares were not so 
valuable severally as when they were put together. 


- His lordship said that in Re Marshall ([1914] 1 Ch. . 


192) it was held that in the absence of special circum- 
stances’ the right of absolute owners to have their 
shares transferred to them must prevail over the 
trustees’ discretion. If special circumstances had 
been shown in the present case, he might have been 
able to refuse the application, but there was nothing 
in the evidence before him which could justify his 
doing so. He ordered that the 45 per cent be trans- 
ferred to the applicant, subject to a release in respect 
of the trustees’ being obliged to resort to capital for 
the widow’s income. 


Hire-purchase Statistics 


The Board of Trade has now published the first of 
the hire-purchase figures derived from the monthly 
inquiry into hire-purchase trade which began in 
October 1955. The results cover the period from that 
month until February 1956, and show the trend of 
hire-purchase sales and the level of hire-purchase 
debt outstanding over that period. The statistics are 
based on information supplied monthly by a voluntary 
panel of contributing retailers and finance houses. 
The retail figures relate to business where hire- 
purchase sales are significant (such as furniture shops, 
hardware, radio and electrical shops) along with 
direct hire-purchase business done by finance houses. 
The figures for finance houses include all types of 
SEN where hire-purchase sales are directly financed 
y these organizations, such as farm, industrial and 
commercial equipment, motor vehicles and certain 
other consumer goods. 
Over 6,000 independent retailers were invited to 
contribute to the retail panel, and of these 1,600 have 
accepted. This response is considered sufficiently 
large to enable index numbers to be computed with 
reasonable security in the two main kinds of business 
where hire-purchase trade is important. These are 
furniture and furnishing shops (covered by about 
~oo contributors) and hardware, radio and electrical 
goods shops (covered by about goo contributors). 
There are about 260 finance houses contributing 
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statistics, including manufacturers who finance hire- ` 
purchase sales of their own products. This is con- 
sidered to be a large proportion of finance-house 
business and the coverage is thought to be particularly 
good in motor vehicles. Provisional estimates put 
hire-purchase debt to retailers at between {250 
million and £300 million at the end of December 
1955. The hire-purchase debt owed to the 260 finance 
houses was {169 million and the total hire-purchase 
debt is therefore put tentatively at at least £450 
million. 

Total value of goods sold on hire-purchase in the 
kinds of business covered by the retail business 
showed a slackening between October and February. 
With December 1955 as the base month, October 
stood at 119 and February at 69. The rate of decline, 
however, eased off between January and February. 
Business recorded by the finance houses showed a 
drop from 125 to 100 between October and Decem- 
ber 1955, but there was quite a sharp recovery to 


122 by February 1956. 


Exports in March 


The external trade figures for March have some 
encouraging features. Final figures published this 
week show that last month exports reached a new 
record level of £271°3 million. This was almost £34 
million higher than the record standing from October 
of 1955. Imports rose to £330 million, that is by £21 
million, but they were still below the level achieved 
in January. The trade deficit measured in the usual 
conventional way was down to {£45 million after 
allowing £13 million for exports. This figure com- 
pares with {49:5 million in February and a monthly 
average of {72 million in 1955. 

There was a further expansion in exports to North 
America last month. This was due to an increase of 
nearly {2 million in shipments to Canada although 
trade with the United States declined by £600,000. 
It is notable, however, that trade with the Noch 
American continent continues buoyant, thanks to the 
continuing boom in the United States. The restrained 
performance of imports owes something to the 
Australian dock strike, and it remains to be seen 
whether there is going to be a sustained improvement 
in the visible trade balance. 


Re-thinking on Coal Investment 


A Bill to raise the borrowing powers of the National 
Coal Board from £300 million to £650 million was 
given a first reading in the House of Commons on 
Monday. This means in effect that the N.C.B. will 
spend almost £1,000 million on capital investment in 
the next ten years, and with this expenditure it 
hopes to raise output from last year’s level of 222 
million tons to 240 million tons by 1965 and 250 
million tons by 1970. 

This scheme represents a significant revision of 
the targets set for the industry in Plan for Coal, put 
out in 1955. The changes have been necessitated by 
the fact that demand for coal has increased more 
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rapidly than had been expected and production has 
increased more ‘slowly. The new scheme involves 
both a much heavier investment per ton of coal 
produced and a larger mining force. In 1950 it was 
estimated that only 618,000 mineworkers would be 
needed by 1965. The revised scheme foresees a need 
for 672,000 men. More than that, it assumes that 
they will be available in the right places and that 
there is no decrease in total working time. This 
means that any fall in hours worked in the pits must 
be counterbalanced by improved attendance or by 
higher productivity. 

The expected decline in production costs will be 
offset by increased capital charges and the Board 
hopes to cover about two-thirds of the investment 
programme from internal financial resources. There 


has been some revision in the targets for different 
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areas. The East Midlands target has been raised and 
those in Scotland, Durham and Wales have been 
reduced. No provision has been made in the scheme 
for new mining techniques ag yet unproved, but 
there is an allowance for an increased use of such 
proved techniques as power loading. 

The proposals are at least’ realistic in principle. 
They underline the fact that the country. must have 
increased supplies of coal to help close the fuel gap 


A 


which is likely to emerge in ‘the next twenty years. ` 


It will be closed to some extent by an increased 
importation of oil, but the country will obviously 
need all the coal it can get. It is apparent from the 
new scheme that the increased supply will be expen- 
sive and that it will be forthcoming only with the 
co-operation of the miners: 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Articled Clerks and National Insurance 
Sm, - May I inquire of your contributor to the 
issue of The Accountant of April 14th, writing on the 
subject of ‘Articled Clerks and National Insurance’, 
whether the rules which he outlines for determining 
‘gainful occupation’ for National Insurance purposes 
are any more than a departmental interpretation of 
the National Insurance Acts? ` = 

In my experience, the official line of demarcation 
for determining whether a case falls within the scope 
of a Class I contribution or not seems to be very finely 
drawn in the cases of some articled clerks. 

It has recently come to my knowledge, bearing out 
what your contributor states, that premiums returned 
to articled clerks are treated as indicative of ‘gainful 
employment’. This‘is not so where it can be proved 
thf the returned premium goes to the covenantor 
(who presumably must be some party other than 
the clerk himself) and it apparently only requires 
the clerk and parent covenantor to assert that the 
returned premium money handed to the clerk has 
in fact thereafter been handed to the parent (coven- 
antor) for the clerk to be deemed ‘not gainfully 
employed’; this interpretation is apparently applied 
whether the articles of clerkship make any provision 
for returning the premium or not. © 

It -would seem an eminently more equitable 
arrangement in cases where, by the terms of the 
articles, a principal is under an obligation to repay a 
premium, that however the repayment is made, until 
it has been completely repaid the articled clerk be 
deemed not ‘gainfully employed’ and therefore not 
liable for the full Class I contributions — unless, of 
course, an articled clerk wishes to protect his pension 
rights, when arrangements could surely be made to 
pay the full Class I rate of contribution as a voluntary 


contributor. Yours faithfully, 
Liverpool, 2. J. STANWAY JOHNSON. 


[Our contributor writes: I am not surprised that your 
correspondent has found the line of demarcation 


finely drawn and it is likely that in another part of the . 


country he would find it drawn somewhat differently, 


since the question in each case is basically one of 


degree. Within limits, what satisfies one National 
Insurance inspector may not satisfy another. It may, 
however, be some consolation to know that the 
indicia given in my article are not purely departmental 
rules. (I also notice in the Institute’s syllabus booklet 
that counsel has endorsed the Ministry interpretation, 
even where it is not directly backed by case law.) 


On this question of repaid premiums there is a case. 
In The Society of Accountants in Edinburgh v. The Lord 
Advocate ([1924], Scottish Law Times 194) it was held 
that, where the clerk received a return of premium 
he could not be regarded as under ‘a contract of 
apprenticeship without money payment’. This phrase 
is, in the post-war legislation, replaced by ‘not gainfully 
occupied’ but it is thought that the validity of the 
decision is unlikely to be impaired by the change. 
This means that, unless there is a successful challenge 
in the Courts, one has the ludicrous situation that a 
clerk who receives back a premium paid by himself is 
held to be gainfully occupied. One is reminded of the 
capital element in an annuity. Here the Legislature may 
soon see the light. Is it too much to hope that some 
day ... or would it be simpler to-abolish premiums?] 


Four-weekly Accounting Periods 


Sir, — We have recently received a notice from one 
of our customers stating that he has for internal 


purposes used a 13 (4-weekly) period year instead of. 
proposes ` 


a 12 calendar month year and that he now 
to use it for his business dealings with us. 
We ourselves use for internal purposes a 13-weekly 
quarter consisting of 4, 4, 5 or 4, 5, 4 weeks, arranged 
so that periodical returns cover, for the purposes of 


yearly comparison, the same number of weeks from 
January rst. 


a 


en 


$ 
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If our customer's decision becomes more general, 
will not difficulties arise where the 4-weekly periods 
end on different dates, e.g. where the financial year 
begins on dates other than January rst? 

' Is it possible (amd desirable) to attempt to have 
such 4-weekly periods brought into line, even if 
only on the basis of a recommendation? Your readers 
may like to express their views on this. 

Yours faithfully, 

A. BRUCE, c.a. 
Brocr’s FIREWORKS LD. 
Hemel Hempstead, Herts. 


Notional Annual Allowances 


Sir, — It would appear from the Income Tax Act, 
1952, that initial allowances on buildings and plant 
are granted when the expenditure is incurred. 
In the case of annual allowances, however, these are 
not granted unless the asset is in use at the end of the 
- ‘basis period’. Where a period has elapsed in which 
no annual allowance could be claimed, owing to 
non-usage of the asset until after the end of the ‘basis 
period’, it is further laid down that a ‘notional’ 
allowance must be deducted before computing future 
annual allowances. 

The ‘notional’ allowance would, therefore, appear 
to be irrecoverable, involving considerable loss of 
allowances in some cases, particularly on buildings, 
and I am unable to see the equity in having to deduct 
a ‘notional’ allowance, when depreciation has 
obviously taken place and must be borne by the 
company. 

Readers’ views on this section of the Act would be 
appreciated. Yours faithfully, | 

JUSTICE. 


‘Interest on Debts in a Winding op" 
Sir, ~ With reference to the article by Mr W. H. D. 
Winder, which appeared in your issue of March 24th, 
our readers may be interested in a little more of the 
ee in In re Fine Industrial Commodities Ltd, 


of which company I am liquidator, since it appears 


to me to show a clear anomaly in the Companies Act - 


which should be remedied at the next possible 
opportunity. Mr Winder states quite clearly that 
Justice Vaisey did not hesitate to say that he had 
hoped that he would have found himself to be able 
to award interest to the creditors, especially in the 
circumstances of this particular case, and I think that 
your readers and the persons responsible for framing 
the Act would probably, on reflection, agree with this 
opinion. 
.. When I investigated the affairs of the company, it 
seemed to me clear that the debenture for £22,000 
which had been issued to one of the company’s 
directors, should be attacked. The assets of the 
company had been realized by the receiver appointed 
by that debenture-holder and the receiver appointed 
- under a prior charge by the company’s bankers, The 
, surplus which was available even if this debenture 
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had stood, was sufficient to. pay the company’s 
creditors in full, but there would have been nothing 
left for the shareholders, who were several hundred 
in number, although the bulk of the shares were 

concentrated in the hands of relatively few ‘hed ong It 
was therefore clear that the action, if fought, would 
be wholly for the benefit of the shareholders, but if it 
had been unsuccessful, and I had had to pay out of 
the funds in my hands, the legal costs both of myself 
and of the defendants to the action, these would then 
no longer have been sufficient to pay the creditors 
in full. The creditors were therefore financing the 
action for the benefit of the shareholders. 

The committee of inspection appointed by the 
Court consisted entirely of creditors, and I had to 
advise that committee that I considered it both their 
duty and mine to take this action, even though by 
doing so they risked the prospect of their being paid 
in full out of the company’s assets. I am pleased to 
say that I was fully supported by the creditors in that 
view, but from this brief summary of the position, it 
seems to me only natural justice that the creditors 
who not only risked their money, but also could not 
be paid what was due to them for àn extra period of 

two years while the action was being fought, should 
receive some recompense in the form of interest. 
Section 33 (8) of the Bankruptcy Act provides for 
the payment of interest to the creditors before any 
surplus is returned to the bankrupt, and it seems to 
me that there was an even stronger case here for 
interest to be paid to the creditors of a company. In 
this particular case, the circumstances may have been 
exceptional, but even as a general rule, I can see no 
reason why creditors should have, even in the case 
of a solvent company, to wait an indefinite time 
until that company’s assets are realized before they 
are paid, without receiving any interest meanwhile. 
Trade creditors expect to be paid out of a company’s 
liquid resources, and if a company, even if solvent, 
breaks its implied bargain to do so, then it sheuld 


at least be called upon to allow interest. 
Yours faithfully, 
London, EC3. K. R. CORK. 
Stock Valuation 


Sır, — We are a merchant company situated in a 
country where the exchange rate at the end of the 
financial year is 8o= £1. 

Invoices for goods in stock and transit and not 
paid for at the GE of the year are valued at 80= £1. 

Subsequently, in the new financial year these 
goods are paid for when the exchange rate has moved 
to go=f1 and they are costed at this rate and 
-gubsequently sold to realize the usual gross profit 


margin. 

I should be grateful for your readers’ views to 

confirm the following: 

(a) that the difference between the rate at the 
close of the financial year (80=={1) and when 
the goods were paid (go= 1) should be taken 
up in the trading-account; 
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(b) that the difference can under no circumstances 
be termed a loss; 

(c) provided the goods, now costed at go={1, 
are eventually sold to yield a profit, no reserve 
is necessary at the close of the financial year. 
This presumes that the accounts of the com- 
pany are not finally closed until after the 
above transaction; : 

(d) on the other hand, if the above goods originally 
valued at the close of the financial year at 
80=f1, later: paid for at Oct, were sold 
for 70, would it not be prudent to write them 
down to this figure at the close of the year, 

- - provided the accounts have not yet been 
completed? On the other hand, should this 
loss be taken up in the new financial year? 

Yours faithfully, 
BANCO. 


Professional Welfare: Audit Assistants 


Sir, — Mr McCombie is-so correct in his letter to you 
(March 31st issue). ‘Professional welfare’ recom- 
mendations have been no part of the guidance of the 
professional bodies and this is a very grave short- 
coming. By ‘professional welfare’ is surely meant the 
establishment of satisfactory and congenial conditions 
of employment for all personnel in a professional 
economic unit. And the components of ‘welfare’ are 
undoubtedly: good salary levels, good salary incre- 
ments, good pension schemes, good physical con- 
ditions of service and due and adequate regard by 
employers for the domestic and professional attain- 
ments of all employees, both qualified and unqualified. 
And possible ‘immediate and vigorous action’? — 
It is a widespread experience that audit assistants are 
frequently engaged and paid on terms that are 
significantly lacking in an approach that could, 
under any consideration, be termed a credit to the 
profession. Such personnel, on engagement, are not 
evef extended the professional thought and counsel 
that may, for instance, be the subject of occasional 
prescient advice to the very clients on whose records 
the clerks will shortly be working. In this respect I 
need only mention the comparative absence of salary 
scales and pension schemes within the profession — 
remier costing community of the world! It 
should d be i especially in the accountancy 
profession, that every prospective employee be 
offered, on interview, a three-yearly incremental 
salary scale, which shall in the concluding six months 
of that term, form the subject of review for a further 
three years’ increments by rule of the professional 
_ bodies. There should be stated minimum increments, 
provision for review in the light of world economics, 
and machinery for appeal to the professional bodies by 
employees. This latter could be implemented by the 
introduction of staff affiliation membership fees by 
the professional bodies. Surely no one will deny that, 
in the event of continued employment, an assistant is 
inevitably more efficient and more valuable in his 
second year than in his first, and correspondingly 
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more 80 in his third. What more compatible advertise- 
ment could we have of our professional prowess than 
our own ‘home’ in unrivalled order: and what greater 
counter-inducement to the discriminating youth of 
the country, the largest proportion of whom are 
shortly to be compressed headlong into the technical 
training establishments. Do we not urgently need 
action? 

My own conviction is that the future well-being 
of private practice service to the community hinges 
entirely on these points. We require, and should 
strive for, only the very best intellectual material 
at all levels, and particularly at the practical and 
promotional level of senior and semi-senior audit 
assistant. I completely fail to see why the profession 
as a whole, by its reticence, confesses itself at such a 
loss to solve this problem .of its own future well- 
being, whilst being simultaneously eminently in- 
volved in high-level statistical discussion on matters 
vastly more complex. That we are a large number of 
small economic units is, I think, a very poor retreat. 


Yours most faithfully, 


Cheltenham, Glos. DA CHAFFEY. 


Employment of the More Mature 


Sir, —I was particularly interested in ‘Employment of 
the more mature’ (April 7th issue) since some time 
ago I also felt like writing to you on this same subject. 

I am 44, am a cost accountant who qualified as 
recently as 1953, and have been costing all my life. 
Twice in four years I have been unfortunate enough 
to work for firms who decided to seek other fields to 
conquer because of Government economic regulations, 
and have thus experienced this ‘quaint old-age 
custom’ which precludes persons over 40 from finding 
positions. 

Since early January I have sought assiduously 
through all the usual channels. I now feel sure that 
I can say without exaggeration that an advertisement 
that says or implies ‘over 40’, occurs only once in 
about 200 in the columns of the professional Press, 
and about one in a thousand, in other columns. 

I agree entirely with the remarks of Mr Frith 
Palmer and am surprised that the executives who 
advertise and must often be over 40 themselves, 
think that only those under 40 are capable and ex- 
perienced enough for the position offered. 

It is a paradox that should make them think a little 
before advertising. I feel sure that it is not the thought 
of the salary that might be required by the older 
applicant. Many experienced and qualified persons 
over 40 are often satisfied with a steady salary between 
£700-{go0 and yet this minimum is often offered 
to persons from 25 upwards whose experience and 
capability must be relatively nil. 

What then is the reason? Perhaps the more mature 
executives who read your columns could throw some 
light on this social problem. 


Yours faithfully, 


Enfield West, Middlesex. H.R. CLOTHIER. 
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FINANCE AND COMMERCE 


Strength in industrial equities and in oil shares has 
been the striking fature of stock-markets since the 
Budget. The profits tax increase has not apparently 
made an appreciable difference to dividend prospects 
and support for leading shares has been keen. In the 
gilt-edged market, however, the heavy Treasury 
funding operation has led to an easier tone. 


Compound Compound 
An important change in the method of bonus distri- 
bution on with-profit life policies is announced by 
Mr Alexander Harrison, chairman of the Standard 
Life Assurance Company, with the accounts which 
form the subject of this week’s reprint. From the 


compound bonus introduced in 1927, the bonus. 
system moves on to the “compound-compound’ bonus. 


This new declaration is a reversionary bonus at the 
rate of 42s per cent on the sum assured and on the 
attaching bonuses plus an additional 42s per cent on 
bonuses attaching prior to the declaration. 


The intention is to give an additional share in the | 
company’s prosperity to members whose policies ` 


have been in force for a considerable time. The longer 
the policy has been in force, the more reversionary 
bonus will in general be attaching and the greater 
will be the amount of additional bonus allocated. 
Thus, Mr Harrison points out, a policy for £1,000 
effected twenty-five years ago will now receive a sum 
equivalent to an ordi compound reversionary 
bonus at the rate of 55s sd per cent per annum and a 
policy effected thirty-five years ago, at the rate of 
_ Gos. 5d per cent per annum. Under the new system, 
he says, it is not necessary that the additional rate 
should be at the same as the basic rate. The com- 
pany ’s present financial position, however, is such, 


r Harrison adds, that a declaration of bonus and at. 


the new rate is well within its present profit earning 
capacity. 

Working the system out through a practical 
example, the “compound-compound’ bonus is calcu- 
lated in the following manner: 


A policy for £1,000 with profits effected in £ £ 
1946 (with ten years’ premiums paid as at 
November 1955) would have bonuses 
already attaching asat November 15th, 1952 
(assuming none had been surrendered) of 
The bonus additions as at November 1955 

will be as follows: 

425 per cent per annum for three years on 

sum A88 and bonus (£1,125) d 70 
Plus an additional Leg per cent on the bonus 

only (£125) ` 8 


Total bonus additions for the triennium l 78 


Total Bonni pees as at November 1 sth, 


1955 £203 


The bonus of £78 is equivalent to an ordinary compound 
bonus over the past three years of 46s 3d per cent per annum. 


125- 


Deed of Co-partnery 


Standard Life is a Scottish company, born in 
Edinburgh in 1825. Its parent, the Assurance 
Company of Scotland, had been transacting fire 
insurance business for some years, and the offshoot 
became originally the Life Insurance Company of 
Scotland. The new company was constituted by a 
deed of co-partnery Geen on twenty joined vellum: 
sheets with a total length of thirty-five feet. The first 
olicy, issued on December 24th, 1825, was on the 
life of a Paisley merchant, aged 38, for £1,500 with 
profits in consideration of a single premium of 
£670 12s 6d. The policy became a claim in 1866, 
when. bonuses of £2,482 ros were paid, along with the 
sum 
© One hundred years later, in 1925, the company 
celebrated its centenary by becoming a mutual 
company with its policy-holders as its members. 


Hoover Half-yearly 


Hoover — a name almost part of the language — starts 
with the current half-year the practice of issuing a 
half-yearly statement of progress. The first will be 
made up to the end of June next and ‘will be as 
comprehensive as possible.’ 

As this information was given to shareholders at 


the annual meeting in the context of a serious trade 
‘set-back in the first quarter of the year, due to the 


restrictions on hire-purchase, it may be that share- 


holders have this reversal of Hoover progress to 


thank for the better accounting service. Undoubtedly, 
it is at such a time that the interim statement shows 
its value. For whatever reason the accounting im- 
provement comes, however, it is to be welcomed. 
Hoover home market turnover in the first eleven 
weeks of the year dropped 34 per cent but there was a 
IO per cent rise in export sales. Mr S. Roberf8, the 
managing director, called on the Government for a 
‘clear-cut’ policy. So far, they had had three series 
of restrictions and between them surges of buying 
against the threat of further restrictions. The result 
was the drop in turnover and 1,000 Hoover workers 
redundant. 
- People are not mere machines, he said, that can be 
declared redundant and re-employed like the turning 
off and on of a switch. They are human beings and 
like to belong, and this he said, should be a vital 
consideration in Government planning. Unfortunately 
also, one can’t regulate the national economy by 
turning a switch on and off either. 


Money Market 


With applications totalling £382,415,000 the market 
obtained 43 per cent of requirements on a maintained 
bid of £99 14s gd at the Treasury bill tender on 
April 2oth. The average rate was £5 2s 4'55d per 
cent. This week’s offer is £240 ion to balance 
maturities. 


THE ACCOUNTANT 


April 28th, 1956 


} 


"pts pub seSpuppy jaraw ‘UAW “UV 


“pud ‘AAO TYALVM D CL 
"10323410 “TIJAODS ‘4 "9 
"pp ‘NOSMYVH ‘XIT 








"Sei PDN Ing ‘YsunquIpZ 








$i 


"006$ Zenfnn "ër ‘awy JO SIS paun tery] “IH ‘VEpams H ‘$ aens 

alt CIPUL ESOL “SUD "Pueiton Sie ‘2d433 "oe "gue opot og "untteg (erg ‘upusty 
-t oZusyox9 jo seat Fupmojjoj 

92 I8 Zulpiess out DoiIgAUO UVeq GARY Zuttie1g UBYI JAJO GopuaLm3 BUNDY MOGE A3 Uj — “GON 















































O60 9LL'IF í SEW LL IF O6T'9LL' IF WE WLL IF 
000002"! a 
000'058 j S g $ - yos pemoduedg 000058 
KOCH 2 R S S "? " GAJOSOY IISuRE3 OO Sg , 
— Jai 942 JO pua au I% puny jo sunowy Dt ai S org pus suopsdoiddy sso gue pua 'spuoppq “sale, OPE PZ 
(OO OU —— 
KEIER ` - pung Zä1nuuxv pus O3uEIntëw ary] OF pezlepsuws3 swoou Enn PIETE DO Gg S - = $ % S yos IëOgCdLIe4 OOO'OSR 
8098 m S z S = j suowoFeus jo sosuodxa 9099 000'0587 j S = x 7 BAIGSVY JRIWUIE) OO0'OSEF 
SCKIKOZ = - - = XB] SUC] ssa; H2099 jENyedseg UO 3893938] OC? — sw 92 jO Jujuuj3eq 843 38 puny jo UNCUT 
pung saquesengy—"1it 
£96'E ITF BEL'CE HIF GK BELBEK' IF 
61T THEI E = z 7 S Teak oun jo pua oip 38 puny jo 3unoww F6/'O/E'] 
000'O! S i " puny ARRE saat soueinety ajr] 02 Paiisipug1 entdsng 000°01 
259 - “ - - quoWeZBUEL] jo sesumixg: 749°9 ` 
e - - - - - ` - vopEWUOD Ziz ¥89'CS s = oxe, pur suopepdoiddy oa ‘ausy pus spuopjarg pain Geet 
Ok se S S 5 = S S i S Uig/iezpatinuueg EgZ'S6 Seel S S = posum? SNE 40} UOPBAp(suor ZS9'EE 
656'0| z E S " = s " SUOPUBLINS Iecrt 6¥6'FE J a g R R = MUN|WOd Sieg 
DCS? g A S S g " ~ ` S “sue GO (3 SGCOIEI3 S E Atak 943 jo aujuujteq gu 32 puny jo aunoue FLL ITE IF 
pung upeyen-Qinuuy pus esusinesy uopdwopoy mdg —*]| 
BrUyLL'291F SEE LEIF ` DCK GI? Géi ICC LIF 
Ier Gesi ~ seed au JO pus oui 3% puny mue pus eine ej jo sunoiy (goe) 
DO OST - S 2 S S g BAIOFOY uu] o pausopsuwa l OOO'OSZ 
600'SS KR S IWAS IUVOP|ACI ane pus puny Uojsued Hs o Paan, FOI Er 
610'1Or') - ~ “ - - quoWeseuBLy JO SetusdKy CEPI PZ's , 
ELB'TIY - e ` - - “ ~ - - OBU OD 6L tit FKÜER e - - PUNY SBIUTIENS wos possojsueng swonuj sNidung kat 
QLO'ITI R j S = - S S ` Ye Ul sosmnuog Je eo 000'0! va 4 e Se SS er ge punz ean : 
6/9'L60'Z S R 7, - - 8 i R R sopjnuuy 989"/06'! l l uuy P weg ny H apoy pejar woy Persopsues3 snpdung 0000! 
199'966'T ~ = SOURIS geed IPUN LUOPNGIUOY ` oe? S8 | : ee este eee E SA ends 
beet jo Dia pur (suog jo siopuaung Zujpnpujj Sapuan SEO'BSTS - - fOX¥] pus tuopuudoiddy oi ‘suey puE spuspyAig oou] kee/oee 
WK E S S A a 2 s e Zum 4g LOS'LEL'! 019'180°) S S = g S - Feu? spjnuuy Jo; Vopgigbiäue?H ZSZ 
DOÉIISI ~- KR ii 2 È e S k - peq Ag 8bb'985'17F OokëSeIgIt - > s = - S S s nunjutasid 7E6'TE6'6I 
—Sujpusgsgno pus pred septjog aopun sue OLS TST BEF Jet oui Jo age au me puny Aynuuy DU GOU6Ingtw 947 Jo 3unouIw §=—991'996'0T 17 
; LGL 561 


puny 4jnuuy pur eoumunssy it 


ener meena nh ei pt cit Rotini sso = SSS SSSR AR a nnam 


S86] FOQUIGAON, 43g] Pepe reek O43 104 


ANVdWO3 BONVUNSSY AdM GUVGONVIS FHL 


SLNNODOV ANNAAA 


ANYVdNOS BINVUNSSY diri GUVONVIS 3HL 


467 


THE ACCOUNTANT 


. April 28th, 1956 


“soupny “WD ‘QYOSMAVUD D "WHT 


*9]qt21|dde 3] 3) YD}yAd 03 S¥OUISNG Jo ap OY? UE 
39470 osodind Aut Joy Apd03]pul so Apisesyp poyjdde voaq sey puny Aue jo qed ou Jey? Ajma Jayn} | 


*Autdwioy OdUBINSSY UB LONE Joj PezjOYyING JOULE >y? Uy ‘olEp 261 UO pepuS 
Jtok ou JO} SUOPIEUETI Gu JO MOJA JE} PUB onI B 94/3 NUNO ONUBADY OY? PUT Seel JOQWIOACH] BSI 
ag ep Omg s Autdwoy oun jo ows ou JO MOJA Je PUT ONT B aal QOOYS Purg oui orl o 606] 
soy sojuTdWOD ODUTINEW ou jo Buuu eum ul AUBdWIOD soUTINESY UB JO 86] DY FO[UEdUICD 
eum Aq pasjnbes uopewsoju; au oa nuny pies oui "oui o usaj suopeurjdxe BY oi ZuIp/o28 
pua VopguLLioIut Au yo 389q 943 03 pue uojujdo AW ul "Zueduo ou JO SUIMIO/ PUB JUNODIE jo rioog 
BY yam JWOWOSIZE uj OFF yaya Dun ONUBAGY PUB JOYS oureg 2A0q8 gu) PRUILIEXS CARY | 


*S2IPUTIg op je WOU poapoa usaq SARY apne AW jo sosodind oun 104 alenbope susmau sodosd 
pus ‘syoog 9s0y3 jo uopeujwexo AW oi suvodde te uty os ‘Autdwo oun Aq idoy usoq sA JUNODSB 
jo oo sedoid uojujdo Aw uy “apne Aw jo sotodind oun Joy Aretsa20u Quo "aiisad pur aibalaou 
Awl JO 299q oun 03 ‘YD]YA EuoIgugideag ou Ip Paufgigdo CARY PUB "eeel JOQWOAOCK) YIG] Pepuo Ja gun 
Joy Autdwod gunge ofr] psEpueIS OY) jo SYOOY O42 polpre oan —'9S6] VDL p9 ‘YAuNquipy 











LET Ga? L60'0SLEWIF 
De D - - WUGWU9/3396 JUONbSsqns Joj UMEIP JO plo# £a/3,IMIeS gent 
SEKR = a -  JUNODY IWSIIND UO mouta RUC PUB PUEL UI: uge? 010018 
Fé gtt S E = = = z - - soageg puns KIC et 
68'S - - H - Huey pur ‘spuspjaig ‘391930 ZujpumNnno or0'7 I 
Ory IZE - s KR " e = z swniwdg ZUjpurIs3ING ZISEIE 
¥6E'SST s e 7 i S " z - sa2uqtg Ruay OLIE 
iwan 
9IS'ZII'T917 ISS'EOO'THIF 
000'SrZ‘0! 
000'0S7 z - = - (3809 Jopun It) ode oueys 000°0St 
000'S6¥‘017 - a z > - UOPEPOSy au oi SUED’) 000'ʻ01E'8 
— ‘p3 uopepossy yuountoau; OFETWIOL,] PUB pun O[QUILO}{ OYL 
zT06'6 5 = = E 8 S iS z - FUOfaADY VELL 
179626 z = S $ -  pjoyostj—Arsedoig popuerq pus amoH = 04.9578 
L90'L0T £ D = = s NppNp-neyJ Pus’ nusy punoo pfoyoosy £90' L07 
OS) = = 7 z = S - SAT] [HOT opun njsodaq ` GERS 
Spe EBI - S s ` S = = - Opas ArmulpiQ ss DkEOCRZ 
658°671‘Z) S S z = S - x = poig HUJA Dë red 
GakKGpker = - S > 8 > =“ SYI0IG Muq put ssumusged Z706'L¥E TE 
986'| > 5 = = S tepung edpjuny usso] ` opge 
trsi S S = g = = FOPpINIes [Pud Ujo] ZE) 
SCT og S - z e : - seppNces IOWWIBADS UD}OI04 Eé 
GE 1'S6T'9 = - - SaPpNses yedpyunzy ‘yuon Zutpnput ‘Ya fFOMUCWWOS GC? 
Z9E DEE E z » = Fang [EP UJAOI ‘PHD 3u pnpu; "Vila OU LOT CHHEEO'E 
Ges Celk 3 FIIANIVG YUOWULGAOS) ‘juo 3u pnpu ‘YyaywamMUOWWCD 10410 Sr6‘ObT'¥ 
SkU le = $ NOY JOYIO PUB pIe IPTL SOPUN PasIUBENs soHpIMI0G 0001) 
OEetolg = x S F Sonne pozuri en IVOWUIBAOL) yspug Ke d 
818°ES0'FZ "e = = S = = faits IWeWUIBACT) USPUG I8E'H98' LI 
—! SBAJOTOY Frai "OUu9UDERAUT 
IZE‘VEF'I = s SON|EA JOPUSNG JOY? UJJA Fopilod s,AuEdWOD UO SURO] GIZEeCl 
SEI) = S = = A = = - sUuoftu9Ady UO 3UtOT C/O 
DIN: - . e - = - - - SOEa/Ia1ul jr] uo surO] çO 
yoo LIE e - = i -EDITY F/GNg J190 pus [Epot UO suto] Ceé/tt 
SBI lot) ~- - S - wopfury Paatun ou jo ano A3igdoid UO sOFeBIOL) tOkeCR 
100'+ 6EF - - - Wop3ujŅ Fan oun Oé AIJOdo4g UO poigëio EST FF 
bës 
Heosy këél 


"pt pup pupi jorewey "OM ‘YW 
“10591A ‘MOTYILYM ‘9D “1 
“ope “TMAODS 29 


‘uDuULIDYD ‘NOSIYYWH ‘X31V 966) PDW 419 ‘YBanqupz 


"e/qeaidde 4 31 UI o paul JO Dep Su 
ven Jeng erodind Aue 40) 4p204;puy 10 A4p204]p podde use sey pung Aug jo Hed ou yey Aja OAA 
“oas oul 9y3 OI poms JUNOUIB SU 
oywsAOUTI wk uj poposaxe (GG6] FOQWOAOCHRY et ou UO Zuuni o3uey2xa Jo sayas au) 38 BUjHSIs UBYI 43410 
FOPUSLIND Zumi8auo3) Hatt au JO ONjeA 943 jo} JNO ut "Hp UINA TIUNOWE S89] “ISO? IB Pap? 
GI gtt POX!) IIO ‘SSG AAQWOAOLY YIG] 943 UO Zuna SUOMBIOND somo; Ap UO poseg ON|TA EG Hä 
JJOUI UBYI STO] £] JOYS GdURE ou UL] POTET ER soNjNIES OSUBYIAA oe au Io ONEA 93839133 OU 
"JIVUS DUEIEG əy? uj UAOYsS 
ose Ady? PIYA IE ONRA O43 JO J529) 78 OE SUTO] PU [mde oigug Jo ABM Aq Uopgpogte O43 UI HUSUTISSAU] 
s,Autdwioy oun ‘uojujdo uno ut ‘Adas 30u Ieug BP6] PY Eorugduo oun Io B/NpeYys ų43y43]4 943 Io 
(p) S| Yduuteied yo suojsjAcld Oya 3843 uopepossy au? o3 PUTO yapa Pozai1p FEY OPEL JO pirog 94? 
‘OJOULISUIING "Dou" e plate JUSUNSOAL] STEZO PUB gotlim2gg ORAH OY] *AsBIpyeqns Hy pur 
Aurdwos oy? jo unor dnos3 yRjqnd oi Jou opty} Jo pukog ou) wouy poupmqo UGE say jeaouddy 
) "Bau uoprepossy JueWIsAU] SON 
PUB pH BIQUJOL; ey, ‘Alepisqns pouMmo-Ajjoym EAugduecc3 943 Io Hoos Se Aypedwo 4043 
U} Hoq OY2 Jo Jnoz Aq 4894 OY? ZULINP poaAjose4s /9¢67 JO WINS ou papnpul yunou Wl "(SIS EIA 


‘PUNY QOIUBTEND oun Jo ÁIS OYI CARY SHOPloYAd]joy spuNnY SOUEEN 943 02 UO IPPs u] 






















LET Gro? L60°0S LEY IF 

GITETI$ BOWL? ~ e Anun 

00000! “4H -> S ~ upas 00000! JY 

SOOkI? - pujas jo siqndoy CpOtI? 

DO GC S = a qnd ooo'sz$ : 

GI9keC III B OCO‘OSE'IF -~ eprud EZ9'9IS‘OLI$ Or TF 

OSP'ZSIS S S - SUDUoliw EE oii 

—tI£MO]|O} ER SAB] Woj Japun poqjsodep uooq CATY notty 
68S'109'! - sye 3uppumnno pus yuowop398 JUONbesqns Jo} pestusind senjinses Ickiegi") 
Oly’ 3 7 = = = > = = - əqd lg EI 
Ek kee = s - s s = S s Bul pred: Aspuns GO Tea 
¥0O1'Z91 - - 329 sunward Joow 03 nodeg put sDUBApS uj p 3s94903U| 660'681 
LSU'Sr S z = = S S = = puny 3jsodoq pms 1869r 
€09'01 S S S S -  Zutpugppnc Pog pEnaadsog uo 359103] ESS'O! 
SCH! g - > 7 s a upaa UIPUTAITNGE Pppuuy geg 
97'S! = = = = = S - ogt—3u punn sepjpnuuy ktasl 
Prt ELE S S S E S S annere? SURD ESIE, 
OIS‘60S'0917 - spunga RIOL ect dk 
000'002' | 
000058 S = = y s - x205 IëOgdiged o000'ose 
000ʻ0S87 = = = z = - GAIOFOY sRsousc) 000'058 
— puny uun 

SICH) = ~ - puny upuonanuuy pue outinsty uopdweopoy mde Col) 
Let ZTS SIF - = E = = = puny Ajjnuuy pur oouBinssy SI) Gey eve Bel? 


esate 


S961 UAEWSAON 45] NO LEBHS JONVIVE 


ANVdWOOS IDNVYNSSY Adi GHYVGONVILS JHL 


ANWdWOS BONVYENSSY Ad GYVONVLS AHL 
i - 


468 


THE ACCOUNTANT 


April 28th, 1956 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 


REPORT OF THE COUNCIL FOR 1955 


We reproduce below the annual report! of the Council of The Institute of Chartered 
Accountants in England and Wales for the year 1955 to be presented to the seventy- 
fifth annual meeting of the Institute which will be held on Wednesday, May 2nd, 


1956, at 2 p.m. in the Hall of the Chartered Insurance Institute, London. 


75th Anniversary of the Grant of the Royal 
Charter on May 11th, 1880 


1. The following is the text of a telegram sent to Her 
Majesty The Queen by the President on the occasion of the 
seventy-fifth anniversary of the grant of the Royal Charter: 


` ‘Members of The Institute of Chartered Accountants 
in England and Wales are assembled at dinner tonight in 
Guildhall in the presence of His Royal Highness the 
Duke of Edinburgh to celebrate the seventy-fifth anni- 
versary of the grant of the Royal Charter by Her Late 
Majesty Queen Victoria on May 11th, 1880. 

“The President and the Council, on behalf of the 
18,500 members of the Institute at home and overseas, 
offer to Your Majesty this assurance of their loyalty and 


devotion. D. V. House, President.’ 


In reply, the following telegram was received from Her 
Majesty: 

‘I have received with great pleasure the kind and loyal 
message which you and the Council have sent me on 
behalf of all the members of The Institute of Chartered 
Accountants in England and Wales. 

‘I thank them for it and congratulate the Institute on 
the celebration of the seventy-fifth anniversary of the 
grant of a Royal Charter. Ermana R? 


a. The dinner in Guildhall was held on May gth, 1955. 
His Royal Highness the Duke of Edinburgh proposed the 
toast of the Institute and the President responded. Seven 
hundred and twenty-nine members and guests of the 
Institute were present. The proceedings were reported in 
The Accountant of May 14th, 1955. 

3. A number of dinners and other functions to celebrate 
E iversary were held by district societies and branches. 

essages of congratulation on the seventy-fifth 
Drees were received by the Institute from many 
eccountancy bodies throughout the world. 


President and Vice-President 
5. At the meeting of the Council held om Wednesday, 


June 1st, 1955, Mr William Speight Carrington, F.C.A., ` 


London, was elected President for the ensuing year in 
succession to Mr Donald Victor House, ¥.c.a., London. 
Mr Arthur Seymour Hamilton Dicker, M.B.E, F.C.A., 
Norwich, was elected Vice-President. 


Annual Church Service 


6. The annual church service was held at noon on 
Wednesday, July 6th, 1955, at St Margaret’s Church, 
Lothbury, EC2, and was attended by the President and 
members of the Council as well as by a number of other 
members of the Institute, ‘The service was conducted by the 
Rector, the Rev. A. John Drewett, M.A., B.SC., and the 
lesson was read by Mr W. S. Carrington, F.c.a., President of 
the Institute. 

7. The service in 1956 will be held at noon on Wednesday, 
July 4th, and it is hoped that as many members of the 
- Institute as possible will attend. 


se appendices, and references to them in the report, are not reproduced. — 


H 


Council and Committee Meetings 


8. During the year 1955 the Council met on 12 occasions, 
on 11 of which both special and ordinary meetings were 
held. The following committees held 154 meetings: 


Applications .. es “SY Investigation vo: Am 
Disciplinary .. cu DES ibrary si vie, 9 
District Societies .. 2 Overseas Relations 2 
Examination .. en. 4 Parliamentary and Law 7 
Finance .. II P. D. Leake .. ; 

General Purposes sie "22 Summer Course ` 3 
Special committees and sub-committees of standing 

committees .. es: GE 


The foregoing table does not include meetings with. repre- 
sentatives of other bodies on matters requiring joint con- 
sideration; nor does it include Taxation and Research 
Committee meetings which are recorded separately im 


paragraph 60. 
Council Resignation 


9. The Council has to report with regret the resignation 
from membership of the Council of Mr Edward Gordon 
‘Turner, M.C., F.c.A., Manchester, for health reasons. Mr 
Turner had been a member of the Council since 1945, 
chairman of the Examination Committee since 1952 and 
chairman of the Summer Course Committee since 1953. 


New Member of the Council 


10, The vacancy on the Council caused by the resignation 
reported above has been filled by the appointment of Mr 
Joseph Howard Bell, B.A., F.C.A., Manchester, and As 
accordance with Bye-law 13, a resolution confirming his 
appointment will be submitted to the annual meeting. 


Retirement and Election of Members of the Council 


11. The following nine members of the Council retire 
under Bye-law 5 and are eligible for re-election. The names 
of the members have been referred to the district societies 
concerned and no other names have been submitted. The 
Council recommends the re-election of all nine members: 

Mr Thomas Austin Hamilton Baynes, M.A., F.C.A., 

Birmingham. 

Sir Bernhard He Binder, F.c.a., London. 

Mr James Blakey, F.c.a., Manchester. 

Mr Charles William Boyce, c.B.z., F.c.A., Bradford. 

Mr Douglas Archibald Clarke, LL.B., F.c.a., London. 
_ Mr Wilfrid Guy Densem, F.c.a., London. 

Mr Paul Francis Granger, ¥.c.a., Nottingham. 

Mr Charles Urie Peat, M.C., M.A., F.C.A. conden: 

Mr Ernest Frederick Golden Whinney, M.A., F.C.A., 


London. 
Hospitality 


12. Prestdent’s Dinner. In accordance with custom, the 
President’s dinner was held on the evening of May 3rd, 1955, 
the day henge the annual meeting of the Institute. The 
names of those present were reported in The Accountant of 
May 7th 1955. 

13. Spectal luncheon. The President and members of the 
Council entertained the Lord Mayor of London, Sir 
Seymour Howard, at a luncheon in the Oak Hall, on October 
4th, 1955. Other guests were Mr Sheriff W. Gilbert Allen, 
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F.c.A., Mr T. Kingsley Collett, opp. (Chief Commoner), 
Mr W. E. Sykes, M.C., J.P., F.C.A, (Chairman of the Coal, 
Corn and Finance Committee), Mr Rodway Stephens, 
F.C.A. (Chairman of the Rates and Finance Committee), 
Mr R. S. Walker GH Surveyor), Mr W. T. Boston, 0.8.8. 
GHEET -Bearer), ander J. R. Poland, R.N. (retd.) 
Common Cryer a Serjeant-at-Arms), and Colonel J. 
Hulme Taylor, 0.8.2. (Marshal of the City of London), 


Visitors at Meetings of the Council 


14. Since the last report the Council has been pleased to 
welcome at its meetings the following visitors from over- 
seas: 

Mr George Bailey, a Past President of The American 

Institute of Accountants. 

Mr A. W. Christmas, Vice-President of The New 

Zealand Society of Accountants. 

Mr J. Grant Glassco, President of The Canadian 

Institute of Chartered Accountants. 

Mr G. O. May, F.c.a., New York. 
Mr N. R. Mody, B.COM., F.c.A., immediate Past 

o of The Institute of Chartered Accountants of 

a. 


Membership Changes 


15. During the year 1955, 818 new members were 
admitted. Twelve former members resumed membership, 
5 through revocation of exclusion, 6 through readmission 
after resignation and 1 on the expiration of a period of 
suspension. Two applications for rea ion were 
refused. Under clause 22 of the supplemental Royal 
Charter, 26 members were excluded (14 of them for non- 
payment of subscription) and 1 member was suspended 
from membership for a period of one year. Twenty-six 
members resigned and the deaths of 156 members were 
reported. 

16. The number of members of the Institute on January 
Ist, 1956, was 18,772 compared with 18,151 on January 
Ist, 1955, an increase of 621. The changes are shown by the 
following statement: 






AJEMBERS 


Members on Jan. 1st, 1955 
| Members on Jan. rat, 1956 


5 Fellows not in practice became fellows in practice. 


a 
b) 214 Associates in practice became fellows in practice, 
c) 58 Fellows in practice became fellows not in tice, 
4 Fellows in practice became fellows not in England or Wales. 
6)  « Fellow in ee ee ractice. 
3 Fellows not in E or Wales became not in practice, 
g) 12 gi not in Regland or Wales became fellows not in England 


h) o R in practice became associates not in England or Wales, 
` 35 Associates in praris became associates not in practice, 

326 Associates no 
&) 88 EEN not in England or Walee became 


Ui 137 Associates not in practice became associates not in England or 
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Fellowship 


17. During the year 1955, 226 associates were elected to 
fellowship compared with 220 in 1954. 


Reduced Subscriptions: Retired Members 


18> The subscriptions of 470 retired members were 
reduced to {1 1s br the year 1955, after consideration of 
applications under Bye-law 43. The corresponding figure for 
1954 WAS 440, 


Members’ Annual Subscriptions during Natonal 
Service 


19. At its meeting on January 4th, 1956, the Council 
decided that, commencing with the year 1956, a member 
who is performing compulsory full-time National Service on 
January ist in any year may apply under Bye-law 43 to have 
his annual subscription reduced to one guinea for that year, 
provided that no member shall be entitled to such a 
reduction for more than two years. A statement to that 
effect was published in The Accountant of January 14th, 
1956. A member who is eligible for this concession should 
write to the Secretary for an application form. No applica- 
tions can be considered in respect of any year prior to 1956. 


List of Members 


20. The list of members for the year 1956 was distributed 
to those members who completed the business reply card 
stating that they wished to have a cSpy. This procedure 
followed that adopted for the 1954 and 1955 lists and again 
resulted in a substantial saving of expense. A similar course 
will be followed for the 1957 list. A member who wishes to 
receive a copy is asked to complete the business reply 
card which accompanies this report and to return it forth- 
with. The order for printing the list will be based on the 
number of cards returned and the list cannot, therefore, be 
made available to those whose cards have not been returned 
by November joth, 1956. 


Disciplinary Action 

21. Details are goe in the appendix (page 48 of the 
report) of the findings and decisions of the Disciplinary 
Committee, or where applicable, of the Appeal Committee, 
since the last re NEE on formal complaints preferred by the 
Investigation mmittee in accordance with its duty 
under Bye-law 105.’ The findings and decisions have been 
published in The Accountant. 

© 
Honours and Decorations .. 

22. The Council congratulates the following members 

who have received honours and decorations: ``- 


Viscountcy 
The Right Hon. the Lord De L’Isle and Dudley, v.C., 
P.C, D.L., M.A, ACA. 
C.M.G. 
R. P. Errington, A.C.A. 


C.B.E. 


J. A. Dyson, F.c.a., C. F. Gothard, Sec, J.P., F.C.A., 
L. E. Kenyon, A.C.A., K. I. Morgan, opp, J.P., F.C.A., 
H. C. R. Thompson, T.D., D.L., F.c.A., H. I. Wonfor, A.C.A. 


O.B.E. 


R. K. Clark, a.c.a., E. W. Cooper, F.C.A., 
A.C.A., E. Parker, A.C.A. 


W. H. Oatley, 


M.B.E. 


K. Beswick, AGA,, T. H. E. Cash, a.c.a., W. S. Hack, 
A.C.A, G. H. Palmer, A.C.A., G.G. van Hien, A.C.A. 


1 Not reproduced. — Editor. 
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T.D. 


J. P. H. Dawson, A.C.A., F. G. D. Evans, B.A., A.C.A., 
H. J. Finden-Crofts, a.c.a., P. L. Neild, F.c.a., G. D. 
Paterson, M.A., A.C.A., R. Walton, F.C.A. 


Special Appointment 
23. The President sent a letter of congratulation to Mr 
W. Gilbert Allen, F.c.a., on his election as Sheriff of the 
City of London for the year 1955—56. 


National Public Service 


24. Since the last report the following members have’ 


accepted appointments on special committees of national 
importance. The list does not include innumerable 
appointments of importance in local or regional spheres of 
public service, nor does it include full-time appointments 
(for example in nationalized industries) which in some cases 
are of the most senior character. S 


Member Appoiniment . 
Mr J. L. ARMSTRONG, By the Board of Trade, to the advisory com- 
DA, A.C.A, mittee for the census of production to be taken 


Mr F. S. Bray, SGA, in 1957 in respect of 1956. 


Mr F. W. CHARLES, By the Minister of culture, to, the Com- 
C.B.E., F.GA. mittes of Inqutry into tural Marketing, 
Mr J. T. CORBETT, By the Minister of Transport, to the Committee 

F.C.A, of Inquiry into Inland Waterways. 
Mr M. R. Davis, ¥.c.A. By the Board of Trade, to the advi com- 
mittee for the sample census of dis tion 


and other services to be taken in 1957 in 


ə respect of 1956. 

Mr C. E. M. Ewmersox, By the Board of Trade, to the Commitee on 
F.C.A, Bankruptcy Law Amendment. 

Mr H. K. FRANELIE, By the Minister of Labour in Sing E 
A-G committee of inq into the ER 

Singapore Traction pany. 

Sir Harop Hoer, By the Board of Trade, as chairman of the 
G.B.E.,D.8.0., M.C., committees on Crown to use unpatented 
DCL FCA, _ inventions and designs. 

Mr W. H. Lawson, By the Board of Trade, to the Companies Act 
C.B.E., B.A., F.GA Accountancy Advisory Committee. 


Mr L. H. McRosrrrT, 
C.B.E., T.D., AGA 


Mr J. W. MARGETTS, 


By the Lords of the Treasury, to the Develop- 
ment Areas Treasury Advisory Committee, 


By the Board of Trade, to the ad - 
tion 


A.C.A mittee for the sample census of dis 
and other services to be taken in 1957 in 
respect of 1956. 
Mr S. J. PEARS, F.C.A. By the Minister of Supply, to advise on methods 


of fixing prices for stores acquired by 
tracts. 


non-competitive con 
By the Board of Trade, as chairman of the 
Companies Act Accountancy Advisory Com- 


Sir Tuomas Rosson, mittee. 
By the M Minister of Fuel and Power, as 


M.B.E., F.C.A, chairman 

of a committee to inquire into the cost of 

ke L distributing coal, coke and manufactured fuels. 

Mr F. O. M, Surra, By the Gold Coast Government, to the board of 
F.C.A. inquiry into the local mining industry. 


Mr A. D WARING, A.C.A. Minister of Labour, to the committee of 


oz into the working of the Dock 


Council Nomination to Another Body 


25. Professional Classes Aid Council. Mr C. H. S. Loveday, 
A.C.A., an assistant secretary of the Institute, was nominated 
as the representative of the Council to serve on the 
Professional Classes Aid Council for a further term of three 
years. 


Deaths of Members 


26. The Council records with regret the deaths of three - 


former members of the Council: 


Mr Herbert John Page, London, a member of the Council 
from 1939 to 1949 and a past chairman of the Taxation 
and Research Committee. 

Mr Alfred George Pearson, Grimsby, a member of the 
Council from 1946 to 1949. 

Mr Ernest Evan Spicer, London, a member of the Council 
from 1937 to 1952 and a past chairman of the Examina- 
tion Committee and of the Library Committee. 

27. The Council also records with regret the death of Mr 


John Myers, one of the Institute’s auditors from 1936 until 
his death on April roth, 1955. 
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28. The Council also records with regret that the deaths 
of the following other members have been reported up to 
the date of preparing this report) 

Examinations in 1955 


29. Results. Examinations were helg in May and Novem- 
ber 1955, the Preliminary examinations in London and 


Manchester and the Intermediate and Final examinations 
in London, Birmingham, Leeds, Liverpool and Manchester. 
The following were the results: 





30. Prizes and certificates of merit. A list of the candidates 
awarded prizes and certificates of merit appears in the 


appendix, page 50." 
Examiners’ Fees 


31. The Council has found it necessary to increase the 
fees payable to examiners for their onerous and responsible 
work so that their remuneration may be more in keeping 
with current professional rates. The increase came into 
effect with the May 1955 examinations; the previous 
increase was in May 1948. 


Examination Fees 


32. The Council decided that, commencing with the 
EE 1955 examinations, the examination fees shall be 
as follows (being in each case an increase of one guinea 
over the previously existing fee): 


s 

4 

Intermediate examination 5 

Final examination . 6 

An announcement to the above effect was published in 
The Accountant of May 14th, 1955. 


Final Examination Syllabus 


33. At its meeting on November 2nd, 1955, the Council 
decided that, commencing with the May 1957 Final 
examination, the subject ‘General financial knowledge and 
cost accounting? will be replaced by ‘General financial 
knowlege, cost and management accounting’. A statement 
to a effect was published in The Accountant of November 
rath, 1955. 


Exemption from the Preliminary Examination 


34. Bye-law 78. During the year 1955, certificates of 
exemption from the Preliminary examination were issued to 
1,464 persons who had passed exempting examinations, 
compared with 1,453 in the previous year. 

35. Bye-law 79. During the year 1955 exemption from 
gie Preliminary examination was granted to fourteen 
persons, not being under thirty years of age, who made 
applications under Bye-law 79, which relates to persons 
who, at the date of application, have been for ten years 
continuously in employment as clerks to members in 
practice. (The number of applications granted in 1954 was 


£ d 
Preliminary examination e et A o 
5 o 
6 o 


fifteen). 
Articles of Clerkship 
36. Registrations. During the year 1955 the number of 
articles of clerkship registered was 1,498 compared with 


1,547 in 1954. The total registrations in the five years to 
December 318t, 1955, were 7,174. 
37. Prescribed clauses. Four applications were received 
during the year 1955 for permission to waive the inclusion 
of some of the provisions prescribed under Bye-law 51 for 


1 These names are not reproduced. — Editor. 
1 Not reproduced. — Editor. 
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inclusion in all articles; 3 applications were granted. (In 
1954 there were 9 applications, of which 8 were granted.) 

38. Bye-law 58 (c). During the year 1955, 15 applications 
were made under Bye-law 58 (c) in reapect of articled 
clerks desiring to spend periods not exceeding six months 
in an industrial, commercial or other suitable organization. 
All the applications were approved. (In 1954 there were ro 
applications of which 9 were approved.) At its meeting on 
August 3rd, 1955, the Council decided that in the absence of 
exceptio circumstances an application under Bye-law 
58 (c) will not be considered until the articled clerk has 
passed the Intermediate examination as it is considered that 
experience in an industrial, commercial or similar o iza- 
tion might be regarded as more beneficial to the clerk in 
the later stagea of his service. A statement to that effect 
was published in The Accountant of August 13th, 1955. 


Bye-laws 61 and 85 (b) 


39. Persons who have been for ten years continuously in 
employment as clerks to members in practice (or who have 
had experience which in the opinion of the Council is 
equivalent to such employment) may apply for a reduction 
in the period of service under articles (Bye-law 61) and 
exemption from the Intermediate examination (Bye-law 85 
(b)). Applications considered in 1955 under these Bye-laws 
were as follows: 

Bye-law Gr: 30 applications, of which 29 were 

(In 1954 the figures were 28 and 26 respectively.) 
Bye-law 85 (b): 24 applications, of which 20 were 
granted. (In 1954 the figures were 25 and 14 res- 
pectively.) ; 
Applicants were in all cases interviewed by a sub-committee 
unless they had already been interviewed in connection 
with an application under Bye-law 79 (see paragraph 35). . 


ted. 


The Universities and the Accountancy Profession 

40. Exemptions granted under Bye-law 85 (a). During the 
year 1955 exemption from the Intermediate examination 
was granted to 74 articled clerks who had graduated after 
taking one of the degree courses approved for the purposes 
of py an 62. (The number of exemptions granted in 1954 
was 58. 

AT, Eiere universities degree courses. Since the last 
report there have been no changes in the degree courses 
approved under Bye-law 62. tails of the approved 
courses are given in the booklet The Umversities and the 
Accountancy Profession, issued by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession, The current edition, April 1955, will shortly be 
replaced by the 1956 edition. 


Students from Overseas 


42. The following statement by the Council was pub- 
lished in The Accountant of February 11th, 1956: 


‘For many years students from overseas, mainly from 
countries of the British Commonwealth, have come to 
this country in order to serve under articles and have 
then returned to their own countries after qualifying as 
members of the Institute. In recent years there has been a 
considerable increase in the number of overseas students 
wishing to follow this procedure and the Council is 
anxious to ensure that all suitable students are able to 
enter into articles, 

‘While a number of inquiries are received from 
students whose general education is such that it does not 
fit them to enter into articles, nevertheless many overseas 
students are of a high educational standard; some of them 
have been specially selected and sponsored by their 
governments as being persons who can confidently be 
expected to benefit greatly from training under articles 
in the United Kingdom and to make, in due course, a 
substantial contribution towards the development of the 
accountancy profession in their own countries. 
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‘A number of firms are already assisting the Secretary 
in placing suitable overseas students but the help of a 
much greater number is now required. The Council 
recognizes that in some offices there is a shortage of 
vacancies for articled clerks, that vacancies are often 
pledged for long periods in advance and that there are also 
other practical difficulties. It is nevertheless believed 
that there are many offices where some of these difficulties 
may not apply. The Council has, therefore, decided to 
establish a register of members with suitable practices 
who are prepared to take overseas students as articled 
clerks. Those who are able to do eo will be rendering a 
real service to the Institute and to the profession, not 
only in the United Kingdom but throughout the world. 

‘Members who wish to have their names entered in the 
new register are requested to write to the Secretary and 
they will then be notified of the details required to 
maintain an effective register. Entries in the register 
will be treated as confidential, Brief details of students 
applying for vacancies will be notified to appropriate 
members on the register and it will then be for the 
members to communicate direct with the students if 
they wish to do so.’ : 


Students’ Societies 


43. Union of Chartered Accountant Students’ Societies. 
Officers and students constituting a liaison committee of the 
Union of Chartered Accountant Students’ Societies had 
their seventh annual meeting with the President and certain 
members of the Council on March 15th, 1956. The meeting 
again provided an opportunity for an informal discussion on 
matters of interest and concern to articled clerks. 

e school. Following the annual meeting of 
the Union of Chartered Accountant Students’ Societies in 
December 1952, representations were made to the Council 
that the Institute should found an accountancy school or 
schools. After detailed consideration of the matter the 
Council eventually informed the Union that the proposal 
was considered to be impracticable. The matter has, how- 
ever, been further discussed by the Union and by the 
Chartered Accountant Students’ Society of London. The 
Council therefore decided in October 1955 to issue to 
the Union a statement indicating some of the more import- 
ant considerations which had influenced its decision. 


Summer Courses 


45. 1955. The ninth summer course, held at Christ 

urch, Oxford, from July 7th to rath, 1955, was attended 
by 170 members, of whom 113 were in practice, a@vere 
engaged in industrial, commercial and other occupations 
and 29 were engaged with public accountants. Three 
addresses were presented as follows: ‘Financial enlighten- 
ment -the simplification of accounts’, by Mr E H. 
Davison, A.c.A.; ‘The preparation of accounts and taxation 
computations from incomplete records’, by Mr G. P 
Morgan-Jones, M.A., F.C.A.; and ‘Professional goodwill — 
methods of valuation and payment’, by Mr E. K. Wright, 
M.A., F.C.A. The full text of these three addresses, together 
with the programme for the course, was subsequently 
reprinted in the form of a booklet for which an order form 
was sent to all members of the Institute on August 25th, 
1955. The price of the booklet is 5s post free (remittances to 
accompany orders). 

46. 1956. The tenth summer course, on similar lines, is 
to be held from Thursday, September 6th, to Tuesday, 
September 11th, 1956, again at Christ Church, Oxford. 
Arrangements have been made for three addresses to be 

resented as follows: “Professional ethics’, by Mr D. V. 

ouse, F.C.A.; ‘Accounting as an aid to management’, by 
Mr B. Smallpeice, B.COM., A.C.A.; and ‘Investment in stocks 
and shares’, by Mr G. L. C. Touche, BA., F.c.A. A notice, 
giving preliminary details and inviting members to obtain 
application forms, was issued to all members of the Institute 
on January 25th, 1956. The application list closed on March 
31st, 1956, and vacancies are being allotted by ballot. 

47. Future courses. Provisional arrangements have been 
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made with Christ Church, Oxford, for summer courses to be 
held in the next four years as follows: 


July 11th to 16th, 1957 
September 4th to gth, 1958 
July oth to 14th, 1959 
September gth to 13th, 1960 


Autumn Meeting 1955 


48. The GE -second autumn meeting of the Institute 
was held at Southport from October 6th to 8th, 1955. This 
enjoyable and successful meeting was arranged by the 
Liverpool Society of Chartered Accountants and was 
attended by 532 members and ladies. Papers were presented 
by Mr J. E. Talbot, ¥.c.a., on ‘Recent developments in 
taxation’, and by Mr E. Duncan Taylor, F.C.A., on ‘Profit- 
sharing ‘and co-partnership schemes mm industry’. The 
papers. were circulated in advance and were introduced by 
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their authors, after which those present were able to take - 


part in a discussion. Mr Derek du Pré acted as honorary 
pale relations officer in connection with the meeting and 
Ge Ee were reported in The Accountant of 

r rs5th, 1955. A booklet, with a foreword by the 


President, recording the proceedings and reproducing the i 


papers was published in October 1955 and is available from 
the Institute at 2s 6d per copy Goes free (remittances to 
accompany orders). 


Nederlands Instituut van Accountants 


49. The then PreSident, Mr D. V. House, F c.a., and the 
Secretary, represented the Institute at the Diamond Jubilee 
celebrations held on May zoth and zīst, 1955, by the 
Nederlands Instituut van Accountants. 


Seventh International Congress on Ee 1957 


50. The Congress Committee for the Seventh Inter- 
national Congress on Accounting, to be held in Amsterdam 


ma 


in 1957, has found it necessary to alter the dates given in - 


paragraph 62 of the last report. The congress will be held 
from September 9th to 13th, 1957, instead of in June 1957 
as originally announced. The Council of the Institute has 
expressed its views on an matters: on. which the 
Congress Committee invited comments from . many 
accountancy bodies throughout the world. The Congress 
Committee has now issued a preliminary notice giving the 
subjects to be dealt with at the congress. Registration 
details are to be issued lster. Meanwhile the Council 
earmmestly. hopes that as many members of the Institute as 
possible will make 


ts to attend the congress so . 


_ thatthe Institute representation will be worthy of the major 


part which members have taken over the years in the inter- 
national development of the profession. l 


District Societies 


51. Annual conference. The annual meeting between 
representatives of district societies and representatives of 
` the Council took place on November 8th, 1955. This meeting 
again. provided an. opportunity for a most useful informal 
discussion on many matters of importance and interest. 

52. Books presented to district libraries. Each. provincial 
district society has been provided, at the Institute’s expense, 
with a number of books to improve the usefulness of its 
reference library. District societies will in future be provided 
by the Institute with new editions of certain standard books 
of reference as and when they are published. 

53. President’s visits. The President and Secretary have 
attended the. annual dinners or other functions of the 
district societies and have, on occasion, accepted invitations 
to meet local students during the same visit. Other members 
of the Council have represented‘the Institute at dinners and 
other functions held by branches and students’ societies. 


Accounting Principles 


54. No new recommendations in the series of recom- 
mendations on EE EE have been issued since 
the last report... 


April 28th, 1956 


The Companies Act, 1948 


55. Addendum to Institute booklet. At ita meeting on 
October 4th, 1955, the Council authorized the prin of an 
addendum slip, in the following terms, for attaching to 

aragraph 6 of the November 1952 edition of the Institute 
booklet on the Companies Act, 1948: 


‘Following the decision of the Court of Appeal in 
B. Johnson & Co (Builders) Ltd ([1955] 3 W.L.R. 269), 
the Council has taken the opinion of Mr Montagu 
Gedge, OG regarding the references to a “receiver and 
manager” in paragraph 6. The case in question was 
concerned with an application under Section 333 of the 
Companies Act, T0948, and the Court of Appeal held that 
a receiver and manager is neither a manager nor an 
ae for the purpose of that section and that accordingly 

linge. EE could not be brought against 
bia. The The Court of Appeal stressed that the receiver’s 
responsibility is to the debenture-holders and not to the 
company and that the Act refers to him as manager of 
the property of the company and not as manager of the 
company. In the opinion of Mr Gedge this decision 
renders untenable the interpretation originally placed on 
- Section 455 in item (e) of paragraph 6.’ , 

Reports on Accounts of Sole Traders and 
Partnerships 


56. A pamphlet entitled Reports on Accounts of Sole 
Traders and Partnerships was issued to all members of the 
Institute on May 17th, 1955. A copy will be supplied, 
without charge, to anyone applying to the offices of the 
Institute. 


Standard Costing 


57. At its meeting on December 7th, 1955, the Council 
approved for publication a book entitled Standard Costing: 
An Introduction to the Accounting Processes, prepared by the 
Taxation and Committee. An order form was 
sent to each member of the Institute on January 25th, 
1956. The book is being sold by the Institute at 7s 6d post 
free and over five thousand have already been sold. 


Taxation 


58. Finance (No. 2) Act, 1955. A memorandum on the 
Finance (No. 2) Bill was submitted to the Chancellor of the 
Exchequer on November 17th, 1955, and was discussed 
with members of the Board of Inland Revenue on November 
28th, 1955, when the Institute was represented by Mr 

F. Saunders, F.c.a., Mr S. J. Pears, v.c.a., and Mr J. E. 
Talbot, F.C.A. (The Council did not submit any memor- 
andum on the Bill which became the first Finance Act of 
1955 

59. Taxation treatment of provisions for retirement. In 
paragraph 71 of the last report the Council recorded that a 
deputation from the General Council of the Bar, The Law- 
Society and the Institute (on behalf of some twenty pro- 
fessional bodies} had been received on March 2nd, 1955, by 
the then Chancellor of the Exchequer. The deputation had 
urged the importance of legislative steps being taken at the 
earliest Opportunity to implement the ‘recommendations 
made by the Tucker Committee in regard to 
retirement benefits for. self-employed persons. Soon after- 
wards, the final report of the Royal Commission on Taxation 
of Profits and Income was published and this endorsed the 
recommendations of the Tucker Committee. The Council 
reminded the Chancellor of the Exchequer of the urgency 
of this matter in the memorandum on the Finance (No. 2) 
Bill, referred to in paragraph 58 above. A deputation similar 
to that of March 1955 was received on February 13th, 1956, * 
by the Financial Secretary to the Treasury after which. the 
following statement was issued to the Press and commented 
on in The Accountant of February 18th, 1956: 


SELF-EMPLOYED PERSONS 
TAXATION TREATMENT OF PROVISIONS FOR RETIREMENT 
“The Financial Secretary to the Treasury, the Rt. Hon. 
Henry Brooke, M.P., received on February 13th, -1956, 


April 28th, 1956 


a deputation from the General Council of the Bar, The 
Law Society and The Institute of Chartered Accountants 
in England and Wales which, with the approval of some 
twenty professional bodies, urged the importance of 
legislative steps being taken at the earliest opportunity to 
implement the endations made by the Millard 
Tucker Committee and the Royal Commission on the 
Taxation of Profits and Income in regard to retirement 
benefits for self-employed persons. 

‘After the deputation had been introduced by Mr 
Charles Norton, M.c., President of The Law Society, 
the case for the deputation was put by Sir Edwin Herbert 
iG. Society), supported by Mr John Senter, Q.C. 
General Council of the Bar), and Mr W. S. Carrington 
(President of The Institute of Chartered Accountants in 
England and Wales). The other members of the deputa- 
tion were Mr F. N. Bucher, OG (General Council of the 
Bar), and Sir Thomas Robson, M.B.E. (Institute of 
Chartered Accountants in England and Wales). 
. ‘In relation to accountants in particular Mr Carrington 
and Sir Thomas Robson were representing not only their 
own Institute but also The Institute of Chartered 
Accountants of Scotland, The Society of Incorporated 
Accountants and The Association of Certified and 
Corporate Accountants. 

‘The Financial Secretary undertook to convey the 
views of the deputation to the Chancellor.’ 
(See also paragraph 65 Ge Sag establishment of a 

fund when appropriate legislation been introduced.) 


Taxation and Research Committee 


60. Meetings. During the year 1955 the Taxation and 
Research Committee held 5 meetings, its four standing sub- 
committees held 16 meetings and eleven special sub-com- 
mittees held 75 meetings, making a total of 96 meetings for 
the committee and fifteen sub-committees. (The compara- 
tive total for 1954 was 114 meetings.) 

61. Activities. The Taxation and Research Committee 
brought to a successful conclusion its work, extending over 
a long period, an the preparation of the book entitled 
Standard Costing: An Introduction to the Accounting Processes 


(referred to in paragraph 57). The committee assisted with ` 


the preparation of the memorandum on the Finance (No. 2) 
Bill (paragraph 58) and the memorandum submitted.to the 
Committee on Cheque Endorsement (paragraph 63). The 
committee was consulted in connection with the statement 
concerning Reports on Accounts of Sole Traders and 
Partnerships (paragraph 56). Many other subjects remain 
under consideration. Matters which had reached a suffi- 
ciently advanced stage were submitted by the committee to 


the regional taxation and research committees of the district | 


societies for their comments. 


Advertising of Accountancy Services by Members of 
Other Professions and by Banks 


62. The Council has continued to take up with other 
professional bodies instances where their members have 
referred in advertisements to the provision of accountancy 
services. In each case an assurance has been received that in 
future there will be no reference to accountancy matters in 
the advertisements inserted in the Press by those concerned. 
Two of the principal banks have been approached, with 
satisfactory results, in connection with Press advertisements 
of their income tax work. 


Endorsement of Cheques 


63. At its meeting on October 4th, 1955, the Council 
authorized the oe of a Se T ae 
mittee on Cheque Endorsement, appointed by the - 
lor of the Exchequer under the Taaah of Mr A. A. 
Mocatta, Q.C., to consider whether, and if so in what circum- 
stances and to what extent, it is desirable to reduce the need 
for the endorsement of order cheques and similar instru- 
ments for collection by a bank. (Reference to the appoint- 
ment of this committee was made in paragraph 76 of the 
last report.) At its meeting on January 4th, 1956, the 


THE ACCOUNTANT 


473 


Council authorized the submission of a supplementary 
memorandum. Oral evidence on the original and the 
supplementary memorandum has been given on behalf of 
the Council by Mr P. F. Carpenter, F.c.a., and Mr W. H. 
Lawson, C.B.E., B.A., F.C.A. Pending the outcome of the 
GEN inquiry the memoranda have not been pub- 


The Accountant in Industry 


' 64. In view of the ever-increasing importance of the 
services which are rendered to industry by members, 
whether en in industry or in practice, the Council 
approved of the President, Mr W. S. Carrington, F.c.a., 
accepting an invitation to contribute an article on “The 
Accountant in Industry’, for publication in a Careers in 
Industry supplement to The Financial Times of October 
31st, 1955. The President’s article is reproduced in the 
appendix.* 


Pension Fund for Staff in Accountants’ Offices 


65. Following further reports from the sub-committee 
which was appointed in 1952 (as required by a resolution 
passed at the annual meeting in that year) an outline of a 
proposed contributory pension fund for staff in accountants’ 
offices was approved by the Council for circulation to each 
district society for comment and criticism and, throu 
district societies, to a number of members in practice. 
response was regarded as sufficiently favourable to justify 
the establishment of a fund. The Council has therefore 
authorized the preparation of a trust deed and of detailed 
rules based upon the circulated outlind and certain sugges- 
tions which were received. A resolution will be moved at the 
annual meeting authorizing the Council to proceed with the 
establishment of the fund, to extend it to cover members in 
practice when legislation so permits and to contribute from 
the funds of the Institute a sum not exceeding £3,000 in all, 
within a period of three years from the establishment of the 
fund, towards the management expenses of the fund. 
Subject to the approval of members to this resolution and to 
the approval of the Inland Revenue being obtained for the 
fund, an explanatory booklet will be sent to all practising 
members of the Institute. l 


Accountants’ Joint Parliamentary Committee 


66. The Accountants’ Joint Parliamentary Committee has 
continued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review, the joint 
committee has been successful in maintaining the adoption 
of a form of audit clause which confines in effect the choice 
of professional auditor to members of the accoufftancy 
bodies represented on the joint committee. 

67. The Council is pleased to be able to report that the ` 
controversy with the Ministry of Housing and Local 
Government on the issue of district and professional audit 
Gaal Ree to in paragraph 8o of the last report) has now been 

y resolved in favour of the profession. The joint com- 
mittee had been pressing successive governments to allow 
joint boards composed of local authorities to have the option 
of choosing either system of audit. Eventually the issue was 
brought before a Select Committee of the House of Lords in 
connection with the Kent Water Bill and the Committee 
endorsed a previous decision of the House of Commons and 
thus established the right of option without question. The 
Select Committee added a rider to the effect that since 
several committees of both Houses of Parliament had 
decided in favour of professional audit, it was no longer 
justifiable for the Minister to recommend the compulsory 
imposition of district audit. 

- 68. The Council is also pleased to be able to report that 
the Government has accepted in principle an amendment 
to the Sugar Bill which will ensure that the accounts of the 
Sugar Board, if established, will be subject to audit by 
professional auditors instead of by the Comptroller and 
Auditor-General as proposed by the Bill in the form in 
which it was introduced into Parliament. 


1 Not reproduced. — Editor. 
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Practice Rights Overseas . 


69. Legislation and other developments ‘affecting the 
practice of accountancy and auditing in many countries 
overseas have been watched closely and continuously 
throughout the year. When necessary, representations have 
been made through the Sé channels. Information 
and advice have readily been grea oe requests 
from overseas countries. The cil cannot emphasize too 
often its belief that the ideal arrangement is reciprocity in all 
parts of the world of the right to practise under the pro- 
fessional designation which the individual accountant has 
obtained by suitable training, experience and examination, 


without restrictions on the right to enter into partnership. 


or agency arrangements with properly qualified accountants 
whatever may be their country of residence. 

- oo The Council believes that all forms of artificial 
barriers (by reference to nationality, residence, partnership 
association, firm names, or otherwise) are detrimental to the 
future development of the profession and to the interests of 
the countries imposing such barriers. In the past, over a 
long period of years, United Kingdom chartered account- 
ants have taken a major part in the creation and development 
of an organized profession in many overseas countries; it is 
the Council’s earnest hope that they will be enabled to 
continue to make a material contribution in this way. 


The P. D. Leake Trust 

71. At its meeting on January 4th, 1956, the Council 
approved for publication a booklet containing the accounts 
of the P. D. Leake Trust for the year ended October 31st, 
1955, ok the third report by the Council on the administra- 
tion of the trust and the third report by the P. D. Leake 
Committee re the application of the income. Copies 
became available on January 18th, 1956, and any interested 
person may obtain a copy, without , on application 
to the offices of the Institute. The P. D. Committee 
has not yet directed the application of the balance of the 
income remaining available after providing for the P. D. 
Leake Chair of Finance and Accounting in the University of 


ridge. 
The Hall of the Institute 


972. A small brochure was 
describing the main archi features of the Institute 
building. The brochure is available to members and others 
when they are visiting the building. 


Library 


3. Activity. The following figures show the extent o: 


Ee Weg bas been ioed in e 


Year Attendances Books lent 
1950 9,092 3,929 
1951 *10,263 4,213 
1952 9,819 45509 
1953 10,200 4,869 
1954 10,415 4,556 
1955 9,365 4,356 


“Exceptional, be , because the members’ room was closed for redecoration during 


74. Short list. A new edition, dated August 1955, of the 
Short List of Books in the library, including books available 
on loan, has been issued and supersedes the 1952 edition 
and the supplements thereto. The new edition was 
announced in The Accountant of October 2gth, 1955. 
Copies of the list are available to members, free and post 
free, from the Librarian upon receipt of an addressed 
label, At its meeting on December 7th, 1955, the Council 
decided that in future a copy of the current edition of the 
list shall be sent to each new member on his admission as an 
associate. 

5. New ac . Commencing with the issue dated 
February 11th, SS The Accountant has resumed the 
practice of publishing lists of some recent acquisitions by 
the library. These lists will normally be published once 
each month, appearing after the report of the Council 
meeting. ‘The lists are compiled by the Librarian with the 
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object of keeping members informed. The inclusion of a 
book in one of these lists does not imply Council recom- 
mendation of that book. 


Appointments Register 


76. Activity on the appointments SÉ eer has continued 
very much as in previous years with no marked. change 
either in the number of inquiries from employers or in the 
number of members plese’. Members are invited to bring 
the register to the notice of prospective employers, especially 
where a high-level appointment is contemplated. Assistance 
in finding employment for older members is most welcome. 


Charitable Expenditure 


77, The Council considers that, havin pe to the 
substantial taxed income of the Institute, relief from income 
tax should be obtained in res of expenditure of a 
charitable nature. To achieve this relief the Council has 
formed a private company, limited oe guarantee and named 
Chartered Accountants’ rities Limited, which will act as 
trustee of charitable trusts created by, or connected with, 
the Institute. Deeds of settlement were executed by the 
Institute on December 21st, 1955, creating the following 


' two trusts (of which the first accounts appear on page 


44 of the report) in the trusteeship of Chartered Account- 
ants’ Charities Limited. 

(a) The Institute Prize Trust to provide funds for examina- 
tion prizes previously paid directly from Institute 
funds. Under the terms of the deed of settlement the 
Institute is to contribute seven annual amounts each 
of £450 less income tax. The first payment appears in 
the income and expenditure account (page 40 of the 
EE The examinations account (page 40 of the 
report) shows the first grant, amounting to £36 15s, 
from the trust for payment of Institute prizes to 
candidates in the November 1955 examinations. 

(b) The Chartered Accountants’ General Charitable Trust 
to contribute to charitable causes with which the 
Council may from time to time wish to associate the 
Institute. Under the terms of the deed of settlement 
the Institute is to contribute seven annual amounts 
each of £300 leas income tax. The first payment 
appears in the income and expenditure account (page 
40 of the report). 


‘Bow Bells’ Church 


78. At its meeting on March 7th, 1956, the Council 
atranged for a contribution of one hun guineas to be 
made by the Chartered Accountants’ General Charitable 


Trust (see paragraph 77) to the Lord Mayor’s Bed dae for 


the restoration of the parish church of St Mary-le-Bow, 


Cheapside. 
Institute Staff 


79. Mr Michael Anthony Smith, M.A., resigned his 
appointment as Secretarial Assistant. Mr Norman Ernest 
Bruckland, B.A., and Mr Donovan Peter Hubbard, B.A., 
have been ‘appointed Secretarial Assistants. 


Institute Staff Pensions 


April 28th, 1956. — 


A 


80. At its meeting on February rst, 1956, the Council ` 


approved the principles of a revised scheme for retirement 
benefits for the Institute staff, The details are now being 
examined, with the assistance of actuariea and solicitors, 
with a view to implementing the revised scheme as soon as 
possible. Meanwhile the taking of a new actuarial valuation 
of the existing fund has again been deferred and appropriate 
notes ap on the Institute’s balance-sheet and the 
balance-sheet of the existing fund as on December 31st, 
1955. As shown in the accounts, the sum of £10,000 was 
transferred in 1955 from the funds of the Institute to the 
existing staff pensions fund. This transfer was made as an 
advance payment of four years’ contributions at the rate of 
£2,500 per annum (the rate at which contributions have 
ea made from 1946 onwards) the object of the transfer 
to bring the investment income of the fund more 
ee into line with the current pension payments. 


- April 28th, 1956 


The Institute of Chartered Accountants of Quebec 


81. On behalf of the Council the President sent a letter of 
congratulations and good wishes to The Institute of 
Chartered Accountants of Quebec on the occasion of the 
seventy-fifth anniversary of its foundation on July 24th, 
1880, as The eee Séi of Accountants in Montreal. 


The Institute of Chartered Accountants of British 
Columbia 


82. On behalf of the Council the President sent a letter of 
congratulations and good wishes to The Institute of 
Chartered Accountants of British Columbia on the occasion 
of its Golden Jubilee. 


Appreciation 


83. The Council again wishes to record its appreciation of 
the invaluable work done, often at GREEN personal 
inconvenience, by members of the Institute who have given 
so much time to the work of the Taxation and Research 
Committee, the committees of the district societies, the 
summer course, the autumn meeting and other activities 
on behalf of the Institute. The Council also wishes to record 
its appreciation of the loyal and unsparing work of the 
Secretary and his staff. 


Accounts 


84. The audited accounts for 1955 accompany this report. 
‘They show an excess of income over expenditure of £7,197. 
The examinations account reflects the increase in fees paid 
to examiners (referred to in paragraph 31) and the increases 
in fees charged to candidates (referred to in paragraph 32). 

85. The accumulated fund of £212,583 at December 31st, 
1955, is subject to whatever initial contribution is necessary 
when the revised arrangements are introduced for retire~ 
ment benefits for Institute staff and also subject to any 
contribution which may be required to maintain the solvency 
of the existing fund when an actuarial valuation has been 
taken (see paragraph 80). Moreover the Council is fully 
conscious that the Institute building in Moorgate Place is no 
longer large enough for the greatly increased activities and 
much larger membership; substantial capital enditure 
will probably have to be incurred within the next few years. 

86. A repayment has been obtained under Section 377 (2) 
of the Income Tax Act, 1952, in respect of income tax for 
six years on income applied in payment of National 
Insurance contributions by the Institute as employer. The 
income and expenditure account shows separately the 
amount, £1,509, relating to years prior to 1955. 
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Auditors 


87. In paragraph 27 the Council has recorded with regret 
the death of Mr John Myers, F.c.a., one of the Institute’s 
auditors. His partner, Mr Leonard Walter Bingham, F.C.A., 
was appointed in his place at the annual meeting on May 
4th, 1955. The auditors’ remuneration shown in the 1955 
accounts is at the increased rate of 300 guineas each 
(previously 250 guineas each) in accordance with the 
resolution passed at the annual meeting on May 4th, 1955. 
The two auditors, Mr Geoffrey Bostock, F.c.a.. and Mr 
L. W. Bingham, F.c.A., retire in conformity with Bye-law 
115 and are eligible for reappointment. 

W. S. CARRINGTON, 

April 4th, 1956. President. 


SUBSCRIPTIONS FOR THE YEAR ENDED 
DECEMBER 31st, 1955 


1954 
Members in Practice £ £ 
Fellows 
1,580 1,835 at £10 10 0 7,188 
2,077 2142at £8 8 0 17,998 
76 72 at other rates 501 
Assoctates 
821 82i at £5 5 Oo 4,310 
2,279 2,300 ab £4 4 0 ae 9,698 
84 90 at other rates a 383 
—— 50,003 
Members not in practfce 
Fellows 
282 SO4 at £5 5 0 1,586 
I lat £414 6 5 
Associates 
& 346 8,720 at £8 3 0 27,488 
388 "418 at other rates 692 
i 29,761 





Members not resident in England or Wales 


Fellows 
219 : 2l9at £4 4 QO a 920 
3 bat £3 8 0 A 15 


Assoctates 
1,877 at £2 


1,683 
6 Sat £1 


bet DO 


0 .. 352 
Ss 4,465 


~ Retired members (Bye -Jaw ge 
462 d40 470 at £1 493 


Total carried to Income and Expenditure account £84,722 








Charitable trust funds admimstered by Chartered Accountants’ Charities Limited 
BALANCE-SHEET, DECEMBER 3lst, 1955 


, £ 


The Institute Prize Trust Fund .. 413 
The Chartered Accountants’ General Chari- 
table Trust Fund. i . ` 360 
On behalf of Chartered Accountants’ Charities 
Limited as trustee 
E. DUNCAN TAYLOR : 
A. S. H. DICKER } ees 
£713 


£ £ 
Net amounts receivable under covenant 
from The Institute of Chartered Account- 
ants in England and Wales ox 43] 
Recoverable income tax 319 
750 
less: Grant payable for Institute Prizes 37 
—- 713 
£713 





REPORT OF THE AUDITORS TO THE TRUSTEE 


We have examined the above balance-sheet which in our opinion gives a true and fair view of the state 
of affairs at December 31st, 1955, of the trusts administered by Chartered Accountants’ Charities Limited. 


GEOFFREY AM ye Sege 


L. W. BINGHAM 
April 4th, 1956. Chartered Accountants. 
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THE ACCOUNTANT 


April 28th, 1956 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 
SEVENTIETH ANNUAL REPORT ` 


The seventieth annual general meeting of the Chartered Accountants’ Benevolent 
Association will be held at the Hall of the Chartered Insurance Institute, 20 
Aldermanbary, London, EC2, on Wednesday, May 2nd, 1956, at the conclusion of 
the annual meeting of The Institate of Chartered Accountants in England and Wales. 


We reproduce below the report of the Board of Governors 
for the year ended February agth, 1956. 

t. The Association on February 29th, 1956, consisted of 
3,350 members, viz.: 


The President 
„6 Vice-Presidents . 
21 Life Governors 


587 Annual Governors 
107 Life Members 
2,558 Annual Members 


being a decrease of seventeen during the year. 
2. The total expended by the Association in relief since 
its formation in 1886 amounts to £228,545. 
3. Relief granted compares with the income during the 
last five years as follows: 
à Interest and 


Year S ee Dividends 
1951-1952 9,432 5,142 *4,196 
1952—1953 .. 9,235 *6,487 4,432 
1953-1954 .. 10,670 6,025 4,974 
1954-1955 9,961 6,662 5,811 
1955-1956 9,989 7,021 6,988 


*Inchides two years’ recoverable income tax. 


4. After providing for expenses the surplus for the year 
_was £3,818 which compares with a surplus of £2,237 last 

ear, The larger surplus is mainly due to an increase in 
investment and subscription income. During the year the 
Executive Committee has approved a substantial increase 
in the scale of assistance for children and this will involve an 
increase of approximately {£2,000 in expenditure next year. 
It may also be mentioned that there have been 15 new 
beneficiaries this year compared with 7 last year and that 
the total number now being assisted is 87 against 78 a year 


ago. For these reasons and in view of the additional places . 
whieh are being taken in homes for old people (see para-. 


graph 12), a substantial increase in expenditure on relief is 
to be expected. 

s. The grants made by the Association out of the W. B. 
Peat Memorial Scholarship Fund amounted to £140, 

. The number of cases in which assistance has been given 
s shown in the following tables: 


General Fund 
Number of cases being assisted on March rst, 1955, 78 
‘Number of new cases assisted and former cases 


assisted again during the year .. gi ee, TS 
Number of cases listed on pages 23 to 30? 93 
Number of cases where assistance ceased owing to 

death or other cause during the year... .. 6 


Number of cases rane assisted on Kee ZS 
1956 d 87 


W. B. Peat Memorial Scholarship Fund: 

Number of cases being assisted on March rst, 1955, 

and on February 29th, 1956 (page 30)! .. 5 

o, Christmas food hampers have, as usual, been sent to 
the great majority of our beneficiaries. Gifts of clothing 
have been made in appropriate cases. The cost to the 


1 Not reproduced, — Editor. 


Association of this expenditure has been lessened by the 
income from the H. F. Holloway Memorial. 
8. On the grounds of economy no list of subscribers is 
being published. As stated in the report for the previous 
ear, it is intended to publish a full list of subscribers not 
is frequently than in every year. A list was last 
published for the year to February 28th, 1953. 
9. The Board has continued to take steps to ensure that 
the maximum use is made of ts available from the 


National Assistance Board provided that no loss of income- 


to our beneficiaries is involved. Grants have also been 
obtained from County Councils to assist in the maintenance 
of those who are in homes for old people. 


d 


10. During the year, the Association has received ne 


following legacies and donations: 





Legacies: 
Executors of the late Mr F. R. M. de Paula, c.n.z., 

F.C.A. .. 250 
Executors of the late Mr H. J. Page, SOA. .. IOO 
Executors of the late Mr G.-H. Fry, A.C.A. 

(balance of legacy) ; De ek e? 54 

£404 
Donations: A 
Sir Bernhard Binder, F.c.a. 3 
Mr W. C. Sneath, F.c.a. 300 
Mr H. G. Payton D 250 
Mr F. C. Griffiths, F.C.A. .. 105 
Dowager Countess Eleanor Peel Trust . IOO 
Mr J. L. Milligan, F.C.A. .. + a 53 
Mr L. Nicholas, F.c.a. (deceased) — Se W 53 
Mr R. L. Tillett, FCA.  .. ; be ee 53 
Delmar Charitable Trust .. 50 
Bekonscot Model Railway and General Chari- 

table Association 10 

Others : -291 
£1,054 654 


11. The following Church Service lte were 
received during the year: 





£ 

Autumn Meeting 1955 .. ae Sie Ne 
Institute Annual Service .. fe es vi 36 
£161 


12. It has been decided to take up five further places, ` 


making ten in all, in the homes for old people which are 
being provided by Crossways Trust. It is hoped that these 
extra places will become available when a fourth home is 


opened at St Leonards-on-Sea in the autumn. It may not be-* 


possible to fill all these places at once with existing bene- 
ficiaries and the Honorary Secretary would therefore be 
glad if members would let him know of any widow of a 
member or any retired member, either married or single, 
who might wish to be considered. To be eligible a pereon 
must be in need of care and attention and have insufficient 
means to pay for board and lodging and care and attention 
at normal commercial rates. 


— 
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13. The Board recommends certain alterations in the 
rules and regulations of the Association to provide that an 
annual subscription of ten guineas shall be an additional 
qualification for a vice-president and that for the future it 
shall no longer be pogsible to aggregate donations as a 
qualification for a vice-Bresident, a governor or an ordinary 
member. A notice appears on the cover of this report 
whereby a special general meeting is called at which the 
necessary resolution will be proposed. ` 

14. The Board wishes to record its warm appreciation to 
Mr B. J. Davis, Mr R. W. L. Eke and Mr G. L. C. Touche 
for their work as members of the Investment Sub-Committee 
of the Executive Committee of the Association. 

15. It is the policy of the Board to ensure that as far as 
possible a member of the Institute living near a beneficiary 
or applicant for relief, acts as a referee and is available to 
give advice when required. Such assistance from members 
is of the greatest value to the Executive Committee in 
considering applications. The Board wishes to thank 
district societies for their help in appointing members for 
this purpose and also to thank those appointed for the 
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considerable time and trouble they have taken in helping 
beneficiaries, 

16. The Board thanks the Editor of The Accountant for 
the continued publicity which he has given to the Associa- 
tion. Brief reports of the quarterly meetings of the Executive 
Committee are published in that journal. 

17. The honorary auditors, Mr Geoffrey Bostock, F.C.A., 
and Mr Leonard Walter Bingham, F¥.c.a., retire and kindly 
offer themselves for reappointment. Mr John Myers, F.c.A., 
died last year after the publication of the annual report 
but before the annual meeting at which his partner, Mr 
Bingham, was appointed. The Board desires to place on 
record its deep appreciation of the services of the late Mr 
John Myera as honorary auditor since his appointment in 
1948. 

18. The accounts for the year ended February 2oth, 
1956, duly audited, are annexed to this report.} 


GEORGE R. FREEMAN, 
April 4th, 1956. 


President. 
1 Not reproduced, — Editor, 


THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


ANNUAL GENERAL MEETING 


iThe fifty-first annual general meeting of The 
Association of Certified and Corporate Accountants 
‘was held last Tuesday in the Queen Mary Hall, 
Y.M.C.A. Building, Great Russell Street, London, 
WC1. The President, Mr W. Macfarlane Gray, 
F.A.C.C.A., Was in the chair. 

Extracts from the report of the Council for 1955, 
presented for adoption, appeared in The Accountant 
of April 7th last. 


PRESIDENTIAL ADDRESS 


In the course of his presidential address, Mr Macfarlane 
Gray said: 

Since this will be my last opportunity of doing so, 
I take great pleasure in expressing my deep apprecia- 
tion of the encouragement which I have received from 
the members of the Association during the course of 
the last two years. I can assure you it has been of great 
benefit and assistance to me in carrying out my various 
‘duties. 

Whatever may be said about the past two years, I 
can at least claim that they have not been without 
incident. It is a fact that the views of the Council do 
not invariably meet with the enthusiastic support of 
all members; and although on occasion I have expressed, 
on behalf of the other members of ‘the Council and 
myself, views which were not acceptable to you all, 
I venture to think -— and; indeed, I have had much 
evidence of it— that this has in no way impaired my 
good relations with the members of the Association at 
large. May I just say again that I have appreciated 
the honour which has been mine since April 1954, 
and I look forward to a further period of service to the 
Association in my capacity as past president and member 
of the Council. 

Annual Report 
Later in the course of my address I shall move the 
adoption of the report and accounts and it is not my 
intention to repeat what is already adequately covered 


by the report itself. But there are certain items with 
which I must deal more specifically and which demand 
our careful consideration. 


Finance 


You may recall that during the course of my presidential 
address at the last annual general meeting I drew 
attention.to the growing likelihood of a deficit on 
income and expenditure account. The accounts for 
1955, which form part of the report, show that these 
views were only too well founded for—as you will 


‘already have observed — they show a deficit of £5,946. 
- The existence of such a deficit must be a matter of 


grave concern to us all, particularly when the ygars 
next following — so far as we can see — give no hint of 
any likely material reduction. Indeed, as I shall 
endeavour to show you in a moment, the indications 
are quite the reverse. Before I do that, however, it is 
desirable that I should draw your attention to those 
items which mainly account for the present deficit and 
they are, in fact, only three in number. The first is 
a sum of £2,348 by which general establishment and 
administration expenses have risen during the year. 
This represents an increase of about oi per cent and, 


though we may regret it, we cannot reasonably regard 


it as greater in degree than the increases in administra- 
tion costs which most other organizations are having 
to meet. The largest single item in administration 
expenses is, of course, staff salaries and wages. But, 
after allowing for occasional help from agencies — to 
which we have been driven by periodic pressure and 
the difficulties of obtaining permanent staff — expendi- 
ture under this head shows an increase of no more 
than 64 per cent. 

The next item with which I have to deal | is the 
increase in grants to branches and district societies. 
Now there are two factors at work here. In the first 
place, the general operating costs of district societies 
have risen, but concurrently there has been an expan- 
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sion of activity which is naturally reflected in the 
- demands of district societies on head office. 

The third item to which I wish to refer is the cost 
of the annual conference in Edinburgh last year. 
Though. this was certainly rather more expensive than 
the previous conference in 1952, it should be borne 
in mind that- apart from the general rise in costs since 
then — it was in a sense a continuation of the Golden 
Jubilee celebrations for the benefit of our Scottish 
members, few of whom could be expected to come 
down to London for the main celebrations. It is also 
inevitable, I think, that a conference in a capital city, 
like Edinburgh; will prove more expensive than one in, 
let us say, Folkestone or Buxton. - 

While it is no doubt a matter of some satisfaction 
to be able to trace the reasons for our deficit, the 
exercise is of value only in so far as it may assist us to 
prevent their recurrence in the future and, as you are 
entitled to expect, the Council has gone most closely 
into the Association’s probable financial requirements 
over the course of the next few years. The trend of 
rising prices over the past few years shows no real 
signs of abatement and it is only prudent to face the 
fact. It is hardly necessary for me to assure you that 
all possible steps to restrict expenditure are being 
taken. But without seriously restricting the scope of 
the Association’s activities ‘these can only be of a 
relatively minor nature and they are quickly swallowed 


up by the constantly increasing prices of the goods and 


services which the Association must use. A current 
example of this is. the recent notification of an increase 
in the cost of printing of o per cent and paper of 
6 per cent. It requires little reflection to see how much 
these items alone are likely to affect the budget of any 
professional. organization, and increases in the postal 
rates, which have been in operation since the beginning 
of the year, are in some cases as high as 100 Der cent. 
‘Thus the cost of distributing the journal went up by 
66 per cent, though the new rates operative from 
July rer will temper this slightly. Nevertheless, in 


terms of money this. involves something like an > 


additional £1,000 per annum for which the Association 
obtgins no wider or better service than in the past. 

is consequently clear from the Council’s investiga- 
tion that the deficit for 1956 can hardly fail to be 
almost as large as for 1955, while in the following years 
there are still further liabilities to be taken into 
account. As the report of the Council indicates, the 
chief of these is in connection with the acquisition of 
new premises. The present lease of 22 Bedford Square 
was granted in 1938 and its terms are extremely 
favourable to the Association. But when a change is 
made ~ and it may be that this year will provide the 
opportunity to do so — the. increase in cost which the 
Association will have to face can hardly be less than 
five times the present expenditure, i.e., an increase of 
somewhere between £6,000-£7,000 per annum. 


Increases in Subscriptions 


The consideration. of all these factors compels the 
Council to take the view that an increase in-the rate of 
membership subscriptions is essential if the Associa- 
tion is to maintain its present position in the profes- 
sion and to continue to carry on those activities which 
are, I venture to say, an essential and acknowledged 
part of the operations of all professional organizations. 
Any serious curtailment of them would, I suggest, be 
a short-sighted and retrograde step: for which, in. the 
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long run, the Association and its members would pay 
very dearly. The increases in subscriptions which the 
Council recommends for your consideration, and 
which are set forth in the agenda paper, have been 
kept to a minimum and they regresent the increase in 
income which the Council believes to be the least with 
which the Association can exist in the future, having 
regard to the commitments, actual and prospective, — 
which I have mentioned. 


Examinations 


You will perhaps have noticed from the figures given 
in the report of the Council that the percentage of 
passes in the examinations continues to show a down- 


D 


` ward trend, except in the case of Section I of the Final 


examination. The results at the December 1955 
examinations were, in fact, rather better than the 
Statistics suggest, because the figure for the whole 
year was adversely affected by some particularly low 
percentages at the June examinations. It is to be hoped 
that this improving trend will be maintained, though 
one cannot fail to remark the somewhat surprising 
fluctuations which seem to take place from one year 


to another. As a matter of fact, they are even more. 


marked as between oné examination and another in 
the same year. 

It is difficult to account for these variations, but I 
can at least say that they are not the result of any 
action on the part of the Council, as has sometimes 
been implied. Even during the course of the past few 
weeks I have been quite shocked to hear it seriously 
suggested by members of the Association that the 
percentage of passes in the examinations is low because 
it is artificially kept so—in other words, that the exam- 
inations are conducted on a rigidly competitive basis. 

This is not the first time that such a statement has 
been.made and it has fallen to some of my predecessors 
in office to refute it. It is evidently necessary for me to 


do so again, and I should like to say in the most specific į 


and unqualified terms that if any candidate ‘submits 
to the examiners papers which show that he -possesses 
the required standard of knowledge, he is granted a 
pass without any reference whatever to the number of 
other candidates also receiving passes. 

On the other hand, I am not saying that the examina- 
tions remain static. Ít i is, of course, extremely import- 
ant that they should be kept up to date and that the 
papers set should sufficiently reflect current trends of 
thought and practice in the profession. For some nine - 
months now a special committee of the Council has 
been engaged in considering the form and content of 
the examinations, the adequacy of the administrative 
arrangements and, indeed, the whole range of opera- 
tions connected with the examinations. It will probably 
be some little time yet before the committee reports to 
the Council. The matter is not, however, one which 
ought to be unduly hurried and we shall await the 
committee’ 8 recommendations with interest. 


Constitution of the Council 


During my presidential address last year I mentioned ` 
the Council’s intention of examining the basis of its 
own constitution and reporting its conclusions and 
recommendations to the members of the Association 
at this year’s meeting. This examination has been 
carried out and, as a result, the Council is submitting 
for the approval of members a special oes 
embodying its proposals. 
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The first, and perhaps the most important, effect of 
these recommendations, if adopted, will be to make 
all members of the Association, whether fellows or not, 


eligible for election to the Council. There is, I may 


say, more than one held as regards this proposal, 
and some members of the Association have advanced 
the opinion that, if a member wishes to take an active 
part in the highest counsels of the Association, his 
experience and ability to do so are, to some extent at 
any rate, established by his rank in the Association, 
and that it is neither unusual nor onerous to require 


that he should belong to the senior grade of mem, 


bers. 

Whilst conceding this, the Council feels that other 
considerations have perhaps slightly greater weight. 
These include the fact that some 7° per cent of the 
membership of the Association consists of associates, 
and that, accordingly, their views and interest should 
receive some di expression in the Council’s 
deliberations. Another consideration is that in none of 
the other recognized bodies of accountants is member- 
ship of the Council limited to fellows, though it is 
certainly true that the number of associates so serving 
ig very small. 

The other part of the Council’s proposals has no 

ecessary connection with the recommendation to 
which I have already referred, but will be found, in 
practice, to combine with it very well. The suggestion 
is that we shall increase slightly the proportion of 
non-practising members who may sit on the Council. 
Such a change would recognize the growing importance 
of the industrial section of the membership of the 
professional accountancy bodies, in all of which non- 
pees members outnumber those who are in 

practice. . 

The Budget 


‘The Budget proposals which the Chancellor pence 
last week contain few concessions for the majority of 
x E Indeed, they were not expected to and it 
for some time been quite plain from the Chancellor’s 
declared policy and from the several steps he had taken 
prior to the Budget that he could not — consistently 
with that policy — hope to give very much away. In 
that respect, at any rate, we have suffered no surprise. 
But. there will be wide and genuinely felt satisfaction 
throughout our own and all other professions at the 
Chancellor’s decision at last to implement the recom~ 
mendations of the Millard Tucker Report relating to 
retirement benefits for self-employed persons. Many 
outside commentators have said that this is no. more 
than an act of common justice, ‘That is, no doubt, so; 
but it need not in any way diminish our appreciation 
of the Chancellor’s action in giving much-needed 
relief to the heavy burden borne by a greatly harassed, 
but still valiant, section of the community and provid- 
ing them with a safeguard for a measure of 
PA security. . 


Middle Classes No Longer Able to Save 
Exhortations with a view to curtailing spending and 


| “increasing savi have, however, been made on 
3 3 


previous occasions without any marked success, and 
one is inclined to wonder where the root cause of the 
trouble really lies. On reflection, is it not a fact that 
one of the main contributory factors is. that the middle 
classes, who formerly were one of the main sources of 
investment, are. being so.cruelly squeezed by taxation 
and being exposed to every possible discouragement_of 


a 
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incentive, that they are no longer in a position to save? 
They were the people from whom the savings move- 
ment grew, and it was from them that the savings were 
mostly expected and willingly given. ... 

The. Chancellor’s undertaking with regard to 
Government expenditure will also be most welcome. 
For a long time now, two of the country’s main 
economic weaknesses have been low savings and 
excessive Government spending, and there has been 
no lack of critics — both within the accountancy profes- 


sion and outside it~ with regard to the latter... 


The saving at which he is aiming is the impressive 
sum of £100 million. But it should be remembered 
that this—large as it is-—is equivalent only to a 
réduction of approximately sd in the standard rate of 
income tax and would not, therefore, bring any 
considerable measure of relief to the general taxpayer. 
‘That is, however, a good deal less important at the 
moment, perhaps, than its psychological value in 
creating—as it undoubtedly would-—a favourable 
climate of public opinion and an increased degree of 
public co-operation. 


Where the Budget Fails . 


This is the age of opportunity for all. Free education 
is available to everyone — it is there alŝo in an advanced 
stage for those who may have the ability and the desire 
to attain additional skill and knowledge. But at the 
same time we do not find the necessary incentive being 
offered to them. On the contrary, the margin of 
remuneration as between the skilled and professional 
man and that of the unskilled worker is so narrow that 
it no longer provides a sufficient incentive to the 
individual to expend the energy or incur expense to 
acquire that additional skill. It is apparent that this 
cannot continue without endangering the position 


‘of the whole nation, for without the skill of the crafts- 


man, the ability of the. technician and the advice of the 
professions, the efficiency of the nation must be 
impaired. Greater recognition should, therefore, be 
given to those who can attain that greater knowledge 
and skill. The key to greater productivity is incentive, 
and it is here, unfortunately, that the Budget notably 
fails ~ not only j in relation to the executives and advi8ers 
of industry, but towards industry itself. A further 
increase has been made to the already excessively 
punitive rate of profits tax for reasons that are far 
from clear.. This a a further setback to industry, 
following on the substitution of initial allowances for 
investment allowances contained in the autumn Budget, 
and, coupled with the restrictive attitude to be adopted 
by the Capital Issues Committee to new issues, will 
hold up expansion plans. The profits tax is a penalty 
on enterprise. For the privilege of placing {100 to 
reserves a company now has to pay something like 
£84 in income tax and profits tax. Profits must, 
therefore, be allowed to achieve a realistic level if they 
are to take care of replacement and improvement of 
plant. Otherwise there. will, be a steady decline in our 
ability to compete in world markets. ` 
Mr Macfarlane Gray concluded by acknowledging 
the support he had received, during his term of office, 
from the Vice-President, Mr A. C. S. Meynell, and the 
members of the Council. He also warmly thanked 
Mr J. C. Latham, Director of the Association, and the 
Secretary, Mr F. C. Osbourn and his staff for their 
continuing invaluable service to the Association. 
- The report and accounts were adopted... -` - . 
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NOTES AND NOTICES 


Personal 


Messrs DELOITTE, PLENDER, HaAsKINS & SELLS 
announce that they have opened an office at 108A 
Eighth Avenue West, Calgary, Alberta, Canada. The 
resident partner is Mr Ross H. GOULD, C.A. 

Messrs Josiah Beppow & Son, of Liverpool 
House, Eldon Street, London, EC2, announce that, 
owing to advancing years, Mr R. SLADDEN, F.C.A., 
has retired from the -firm with effect from March 
31st, 1956, after being a partner for thirty-seven years. 
The practice will be carried on by the remaining 
partners. 

MESSRS FREEMAN, SHALSON & Co, Chartered 
Accountants, of 374 Old Street, London, ECr, 
announce that they have taken into partnership 
Mr J. WoLcHover, A.C.A., who has been associated 
with the firm for some time. In future the firm will 
practice under the name of FREEMAN, WOLCHOVER 
& Co at the same address. 

Messrs Bonn G. Creecy & Co, Chartered 
Accountants (S.A.), announce that as from April rst, 
1956, their address has been changed from Calcutta 
House, Loveday Street, Johannesburg, to 508-512 
- Corporation Buildings, Commissioner Street, Johan- 
nesburg. 

Messrs WoopruorPe, Bevan & Co, Chartered 
Accountants, of Leadenhall Buildings, 1 Leadenhall 
Street, London, EC3, announce the retirement of 
Mr Leem WOODTHORPE, F.C.A., with effect from 
March 31st, 1956, after association with the practice 
for more than forty-seven years. The practice will 


continue to be carried on by the remaining partners ` 


and, for some time, Mr WOODTHORPE’S services will be 
available in a consultative capacity. 

Messrs Focs, Tatrtow, THomMas & JONES, 
Chgrtered Accountants, of 22 Trinity Square, 
Llandudno, and at Bangor, announce that as from 
April rst, 1956, they have taken into partnership 
Mr Cent, WILLIAM THORNDIKE, A.C.A., who served 
his articles with them and has since been employed 
by them as senior assistant. The name of the firm 
will remain unchanged. 

Messrs Baker, TopMan & Co, Chartered Ac- 
countants, of Canada House, Norfolk Street, Strand, 
London, WC2, announce that as from March 31st, 
1956, they have disposed of their practice at 3 
EE George Street, Luton, Beds. The practice 
will be continued by Messrs K. W. Brown and 
H G. SOMERTON, A.C.A., under the style of BROWN 
& SOMERTON, Accountants and Auditors. 

Messrs Leaca, Jounson, Travis & Co, Chartered 
Accountants, and MESSRS STEWART & Co, Chartered 
Accountants, announce that their Lagos practices 
have been amalgamated as from March 31st, 1956. 
The joint practice will be carried on under the title 
of Lzacu, Jounson, Travis & Co, at 1g Obun Eko 
Street, Lagos, with Mr W. L. M. Stewart, C.A., and 
Mr J. R. N. Travis, A.C.A., as the resident partners. 


Messrs SHIPLEY, BLACKBURN, SUTTON & Co, 
Chartered Accountants, of Broagmead House, Panton 
Street, London, SW1. announce that as from April 
ist, 1956, Mr LESLIE J. IVE, A.C.A., A.S.A.A., has been 
admitted into partnership. 

Messrs H. C. RicuHarpson & Son, Chartered 
Accountants, of 3 Broad Street Buildings, Liverpool 


‘Street, London, EC2, announce that they have taken 


into partnership Mr Jonn R. WARE, A.C.A., who has 
been connected with the firm for several years. 

Mr E. H. MCGREGOR, F.C.A., F.S.A.A., practising 
under the style of Owen West & MCGREGOR, 
Chartered Accountants, at Globe Buildings, 38 
Friar Street, Reading, and at London, announces that 
as from April rst, 1956, he has taken into partnership 
Mr A. F. W. Keep, A.C.A., who served his articles 
with the firm and has been associated with him for a 
number of years. The name of the firm will remain 
unchanged. 


Professional Notes 


Mr S. Graham Rowlandson, M.B.E., J.P., F.C.A., 
who has been a member of the North East Metro- 
politan Regional Hospital Board since 1952, has been 
appointed chairman of the Board as from April rst, 
1956. 
d Gordon W. Strang, A.C.A., has been appointed 
an executive director of Chambers Wharf & Cold 
Stores Ltd, London, as from January 17th, 1956. 

Mr R. Ellman Brown, F.c.a., has been appointed 
chairman of James Pascall Ltd, in succession to 
Mr E. Cassleton Elliott, C.B.E., F.S.A.A., who retired 
last month. 

Mr R. G. Purnell, p.F.c., D.F.M., B.COM., A.C.A., 
and Mr A. F. Thomas, A.C.A., have been appointed 
directors of The Delta Metal Co Ltd. 

Mr George Randsley, SC wa, Chief Accountant 
of Herbert Morris Ltd, Loughborough, has been 
elected a director of the company and will take up the 
appointment on May 7th next. 


Obituary 
ALBERT WALTER MILLS, F.C.A. 
It is with great regret that we announce the death of 
Mr Albert Walter Mills, r.c.a., who was admitted an 
Associate of the Institute in r904. 

Mr Mills became a partner in the firm of Gain, 
Mills & Co in 1913, and had been a partner in the 
firm of Farrow, Bersey, Gain, Vincent and Co, 
Chartered Accountants, of London, since its forma- 


tion in 1919. He was elected a Fellow of the Institute , 


| 
A 
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in 1918. 

E his life he gave unsparingly of his 
time and experience to the Baptist Church, being for 
about twenty years treasurer of Spurgeon’s College, 
and serving for many years on committees of the 
London Baptist Association and the Baptist Mis- 


sionary Society. 
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Accountants in the Isle of Man 

A very successful meeting, followed by a dinner, was 
held at The Sefton Hotel, Douglas, on April 13th, 
by the chartered and incorporated accountants of 
the Isle of Man, in Igonour of the visit of the President 
of The Institute of Chartered Accountants in England 
and Wales, Mr W. S. Carrington, F.c.a., and the 
President of the Society of Incorporated Accountants, 
Mr Bertram Nelson, Cap, F.S.A.A., J.P. A total of 
_twenty-two chartered and incorporated accountants 
and eight incorporated students attended the functions. 
_ Among those present w 

Messrs J. K. Billington, J. B. Bolton, R. B. Browne, 
J. C; Cain, J. P. Callin, F. J. Callow, W. A. Crowe, C. R. 
Ducker, S. J. Earnshaw, J. G. Fargher, J. B. Garside, 
'J. J. Garside, A. Hill, W. D. Kaneen, B. F.C. 
Kissack, H. E. Kneale, J. Kneale, R. A. Kneale, J. W. 


Manderson, P. J. Roberts, F. B. Russell, -W. D Waid, 
A. D. Walker and J. S. Wilson. 


Both Mr Carrington and Mr Nelson replied to the 
toast of “The Accountancy Profession’, which was 
‘proposed by His Honour Sir Percy Cowley, C.B.E., 
Clerk to the Rolls and First Deemster. Mr Carrington, 
in his reply, stated that accountants on the Island 
could render very valuable services, both to agricul- 
ture and the tourist industry. He emphasized the 
need of efficient cost accounting for the farmer and 
stated that if sufficient use of the accountancy profes- 
Ision was made by farmers, it was possible for them 
ilargely to overcome the vagaries of their old enemy, 
the weather, by growing crops most suitable to their 
‘particular land from strains and varieties that had 
proved the most profitable thereon; also by concen- 
‘trating on types and breeds of livestock whose suit- 
ability had been proved by actual results. 

Referring to the tourist industry, Mr Carrington 
stated that on the Continent people engaged in the 
' tourist trade made much more use of management 
accounting than they did in the British Isles, in 
identifying and eliminating waste and by a strict 
control of cost whilst still maintaining that service 
which the customer demands. 

Mr A. D. Walker, F.c.a., J.P., in replying to the 


toast of “The Chairman’, urged insular accountants CG 


to make a study of management accounting as this 
branch of accounting was becoming of great importance 
in England and could be of great use in the Island. 
Mr J. B. Bolton, F.S.a.a., M.H.K., proposed the 
toast of “The Guests’, which was replied to by Mr 
A. J. Davidson, F.R.1.B.A., F.R.I.C.S., M.T.P.I. 
On the following evening an informal reception 
e held at The Castle Mona Hotel, Douglas, when 
and Mrs Carrington and Mr and Mrs Nelson 
were introduced to members of the profession in the 
Island and to a number of distinguished guests. 





56 VICTORIA STREET, LONDON, SWI 


— -= e ` piel en e — ae — 
D 


THE ACCOUNTANT 


, (Secretary, 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


487 


The Association of Certified and Corpora 
Accountants 
THE PRESIDENT’S DINNER 
The President of The Association of Certified and 
Corporate Accountants, Mr W. Macfarlane Gray, 
gave a dinner last Monday at The May Fair Hotel, 
London. The following guests were present: 


Messrs G. H. Andrew (Second Secretary, Board of Trade); 
A. M. Allen (Secretary, Chartered Institute. of Secretaries); 
Arthur Bailey, opp: T. J. Barrett; C, Percy Barroweli 
H. Beer, c.B. (Under ‘Secretary, Board of Trade). R. T. Bell: 
F. W. Bentley; 5. J. D. Berger, M.C. (Director and Secretary, 
The Institute of Cost and Works Accountants), Sir Ian 
Bolton, H.M.L., O.B.E., J.P. (Immediate Past President, The 
Institute of Chartered Accountants of Scotland); Mr Roy 
Borueman, Q.C} Sir John Braithwaite (Chairman, The 
Stock Exchange, London); Professor F. Sewell Bray; Mr J. F. 
Bunford (President, The Institute of Actuaries). 

Messrs W. S. Carrington (President, The Institute of 
Chartered Accountants in England and Wales); L. F. Cheyney 
The Institute of Municipal Treasurers and 
Accountants); F. Cleland (President, The Institute of Char- 
tered Accountants in Ireland); J. Cowen (Assistant Secretary, 
Board of Trade); C. B. Crabbe (Chief Registrar, Registry of 
Friendly Societies); I. A. F. Craig, opp (Secretary, The 
Society of Incorporated Accountants); A. D. Daly (President, 
The Institute of Arbitrators); L. J. Davey? C. R. M. Davidson 
(Assistant Secretary of the Association); R. Dawes; A. S. H 
Dicker (Vice-President, The Institute of Chartered Account- 
ants tn England and Wales); The Lord Dovercourt; Mr 
Derek du Pré (Editor, ‘The Accountant’). 

Sir George Erskine, c.B.8. (President, The Institute of 
Bankers), Sir Archibald Forbes (Chairman, Iron and Steel 
Board); Mr Montagu Gedge, oC: Sir Henry Hancock, 
K.C.B., K.B.E,, C.M.G. (Chairman, Board of Inland Revenue); 


: Messrs R. A. R. Hill; J. H. Hills; Eric Holt; D. V. House 


(Immediate Past President, The Institute of Chartered Ac- 
countants in England and Wales); Sir Harold Howitt, ong, 


-D.8.0.5 M.C., Mr P. Jardine; Sir Lancelot Joynson-Hicks 


Bt., M.P. 

The Lord Latham, J.P. (immediate Past President of the 
Association), Messrs T. C. Latham, D.L. (Director of the 
Association); M. A. Liddell; Leo T. Little (Editor, 
Accountancy’); S. W. Lumb; TG. Lund, C.B.E. (Secretary, 
The Law Soctety); A. S. Maclver, M.C. (Secretary, The 
Institute of Chartered Accountants in England and Wales); 


‘The Rt. Hon. Sir Reginald Manningham-Buller, Q.Cc.,«.P. 


(Attorney-General); Messrs E. H. S. Marker, C.B; M. 
Megrah (Secretary, The Institute of Bankers); A. C. S. 
Meynell (Vice-President of the Association); Bertram Nelson, 

(President, The Society of Incorporated 
Accountants). 


Messrs T. O. W. Newman; G. Nicholson (President, The 
Institute of Cost and Works Accountants); E. J. Norman 
(Chief Inspector of Taxes); W. Charles Norton, M.B.E., M.C. 
President, The Law Society), F. Cameron Osbourn, M.B.E. 
eal of the Association); E. J. Perry; A. B. Pitcher; 
The Rt. Hon. Hartley a P.C., Q.C., M.P. 
(Chairman, The Bar Council); Messrs E Sinnott (Vice- 
President, The Institute of Municipal Treasurers and Ac- 
countants); J. R. Sparey (Assistant Secretary of the Associa- 
tion); Maj.-Gen. Sir Edward Spears, K.B.E., C.B., M.C, 
(Chairman, The Institute of Directors); Messrs Ronald 
Staples (Editor, ‘Taxation’); A. J. Steele. 

Messrs Geoffrey Stevens, MP: H. 


S. Stott; A. R. 






Telephone: Victoria 2002 (3 Hnes) 
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Thatcher; Sir James Millard Tucker, oc: Mr Donald 
Tyerman (Editor, ‘The Economist’); Alderman Sir Frederick 


M. Wells, Bt.; Messrs E. T. Westmacott; J. Wood (President, | 


The Institute of Taxation); Sir Richard Yeabsley, C.B.E. 
(Vice-President, The Society of Incorporated Accountants); 


and the following members of the Council of the Associa- . 


tion: Messrs G. L. Barker, F. Bidston, H. Grant Bird, 
A. Bundy, F. A. Callaby, V. R. Chennell, J. E. Harris, 
W. Jackson, C. V. Jarvis, J.P., Sydney C. Jones. 

Messrs L. Kennett, M. F. MacCormac, J. R. Norman, 
V. J. Oxley, B. E. S. Rodgers, J. P. Shaw, E. Spencer, W. E. 
Stepto, W. A. Whitehead, Frederick Wilson, opp, J.P. 

There were no formal speeches. The President 
informally welcomed the guests and Sir John 
. Braithwaite expressed appreciation on their behalf. 
During the evening, entertainment was provided by 
Poli, comedy cartoonist. 


34 per cent Treasury Stoek 
A further issue for cash has been made of {250 


million 34 per cent Treasury Stock, 1979-1981, ata, ` 
price of £81 per {100 nominal. The prospectus was 


advertised in the Press on Monday and the list of 
applications opened and closed on Wednesday. The 


stock is in addition to the £233 million of similar 


stock already existing. 
National Savings Certificates 


The Treasury has announced ‘that National Savings 


Certificates of the Sixth Issue, which were on sale 
from March ist, 1935, to November aist, 1939, 
and can at present be held until twenty-two years 
from the date of purchase, may be retained indefi- 
nitely. Certificates of this issue, which are worth 27s 
_ at the end of twenty-two years, will thereafter 
increase in value at the rate of Is a year. 

Certificates of the Eighth Issue, which were on 
sale from April 1st, 1947, to January 31st, 1951, and 
can at present be held for ten years from the date of 
purchase, may be retained for a further period of 
. ten years. The certificates, which are worth 13s at 
the end of ten years, will thereafter increase in value 
at the rate of 6d a year. — 


l _ New Issue of Defence Bonds 
As announced by the Chancellor of the Exchequer 
on April 17th, the current issue of 4 per cent Defence 
Bonds will be withdrawn at the close of business on 
Monday, April 30th, and a new issue, to be known as 
44 per cent Defence Bonds, will be on sale from 
Tuesday, May rst: oe 

The new bonds will carry interest at 44 per cent 
per annum, payable half-yearly on May rst and 
November rst. The bonds will mature on the interest 
date next following ten years after the date of pur- 
chase; repayment will then be made on application 


at the rate of {i105 for each (ron, Bonds encashed 
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within five years from the date of purchase will be 
repaid at par on the expiration of six months’ notice. 
Bonds encashed five years or more from the date of 
purchase, but before maturity, will be repaid at the 
rate of {102 per {100 on the expiration of six months’ 
notice. - 

Purchases of the new issue may be made up to a 
maximum of £1,000. These may be held in addition 
to any permitted holdings of previous issues of 
Defence Bonds. 

Applications for Bonds must be for £5 or multiples 
of £5 and should not be made before May rst, 1956. 


- Our Weekly Problem 
- Answer TO No. 116: TV Wiss 
‘If he bought Upzidownzis at x shillings each and Jack and 
Jills at y shillings: ; l 
Upzidownzis cost 104% and realized 98(x-+- 1) 
Jack and Jills cost 1o4y and realized 98(y-+-1) 
Also 98(#+ 1)=r1o4y Dk 
Profit, i.e. uM shillings ==98(y-+1)—~ 104% 
' From which equations x= 12 and y=12żċ}. 
- Charles bought Jack and Jills at 12s 3d. 
Another problem will appear in next week’s issue. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or APRIL 30TH, 1881 ` 


Letter to the Editor entitled 


AUDITS SS 

Sir,—I think W. A. T. scarcely takes high enough 
stand-point in his article on Audits. To imply that 
an auditor should be content with anything but a 
complete (in every sense of the word) verification 
of the figures of a balance-sheet, is not calculated to 
increase the confidence now felt by the general public 
in an independent. audit by a respectable firm of 
accountants. While entirely agreeing with the writer 


as to the disinclination on the part of the public to 


pay the value of this complete and independent 
supervision, I disagree with him as to what the public 
expects. On the contrary, I think that no matter what 
the payment is, the signature of an eminent firm of 
accountants is regarded as a certificate of complete 


‘verification. 


Accountants have the matter of remuneration 
entirely in their own hands, and if they combined to 
demand a fitting remuneration the public must 
pia pay. I think it improbable that rather than 

ear the increased cost of efficient audits, shareholders 
would seek cheaper and less efficient checks. Some- 
thing might be accomplished, however, as W. A. T. 
apparently suggests, in the shape of giving a qualified 
certificate representing work actually done. 
- Yours, &c., 


London, 26th April. X. Y.Z. 
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THE FINANCE BILL 


HIS year’s Finance Bill, with its sixty pages, thirty-six 

clauses and four schedules, is a sizeable document well 

within the tradition of complicated tax legislation. It 
includes a number of things which were not foreshadowed in the ` 
Budget statement. One of these is that the tax Inspector is at 
last to be given power to require returns of payments made for 
services, where the recipient is not an employee, and also for 
returns of copyright royalties, with a minimum of rem each case. 
This provision (clause 16) stems from a recommendation con- 
tained in paragraph 1066 of the final report of the Royal Com- 
mission. The taxpayers the Commission had in mind were 
musicians, actors and writers. The power to require returns will 
be exercisable not only against persons carrying on trades and 
businesses, such as theatre owners and publishers} but also against 
such bodies as the British Broadcasting Corporation. In view of 
the rich haul of back duty which the power to require returns of 
bank interest brought forth, it will be interesting to see what this 
new power will yield. It is not to extend to payments made before 
April 6th last, although no doubt any omissions or startling 
increases in amounts returned in 1956-57 are likely to call forth 
close inquiries into the adequacy of past returns. What is perhaps 
the most surprising ‘thing about the clause is that it was not 
introduced long ago. If it is right to call for returns of casual 
employees like charwomen to whom more than {ro has been paid 
in the year, it is odd that the successful free-lance journalist or 
variety artist should have been able to earn many times that 
amount without the payer having to ‘disclose it. 

Another innovation is contained in clause 17 which gives the 
Inland Revenue power to direct that trades, professions and 
vocations within specified classes are to be assessed not where 
they are carried.on but in certain named income tax divisions. 
One can only speculate on the object of this clause. Certainly 
there are some callings the assessment of which to income tax 
requires a certain amount of special knowledge on the part of 
the Inspector who agrees the liabilities. Life insurance companies 
are a case in point. It may be that specialist offices will be set up 
so that the ordinary district Inspector will not have to bother his 
head about the one or two cases lying in his district which call 
for specialized knowledge. On the other hand one cannot but be 
sorry for the General Commissioners of a division where there 
is a preponderance of appeals involving an understanding of the 
complex problems of a particular trade, Kees? if none of 
them is engaged in it.. 

A small but welcome relief from surtax is conferred by clause 15. 
It corrects an anomaly pointed out in paragraph 1043 of the final 
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report of the Royal Commission. At present, 
‘Income of a deceased person accruing before 
the date of his death may be attributed to one of 
_ the beneficiaries for surtax purposes, pursuant to 
Part XIX of the Income Tax Act, 1952 (formerly 
Part III of the Finance Act, 1938). But such 
income also bears estate duty, which means that 
: it suffers double taxation, sometimes exceeding in 
the aggregate the amount of the income. The 
Commission recommended that the estate duty 
attributable to the income should be deducted 
from it in arriving at the amount on which sur- 
tax should be charged. This, broadly speaking, is 
what clause- 15. provides, but it covers over a 
page and a half in doing so. The relief does not 
apply before 1956-57, which means that surtax 
payers will get no benefit until January 1958. 
Clause 11, which was foreshadowed in Resolu- 
tion 9 (b) passed by the House of Commons in 
‘Committee, prevides for relief from income tax 
in respect .of delayed remittances of overseas 
income. Broadly speaking, where a person is 
chargeable on the remittance basis but he has 
been unable to obtain the remittance of income 
owing to exchange control imposed abroad, 
then when the income is eventually remitted 
(possibly in a large single amount) he is to have 
the option of having the income apportioned 
over the years when it arose. The same option 
will apply where a foreign pension is retro- 
spectively increased. The new relief is retrospec- 
tive to 1951-52, and may be made by personal 
repyesentatives of a person who has died. | 
Clause o introduces a new scheme of taxation 
on offices and employments having a foreign 
element, which replaces the existing charging 
rules of Schedule E and of Case V of Schedule D 
in relation to offices and employments. A new 
paragraph of the Schedule E charging section is 
introduced, and is divided into three ‘cases’, 
namely, I, II and III. If the office-holder or 
employee is both resident and ordinarily resident 
‘and does not perform the duties wholly outside 
the United Kingdom, he is to be assessed (under 
Case I) on the whole of the emoluments arising. 
If he is either not resident or, being resident is 
not ordinarily resident, he is to be assessed 
(under Case II) on the. emoluments arising and 
attributable to duties performed in the United 
Kingdom. If he is resident (whether ordinarily 
resident or not) any emoluments received in the 
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United Kingdom in the year of assessment, and 
being for that year or some earlier year when he 
was also resident, are to be assessed under Case 
ITI of Schedule E. It will be seen that Case ITI 
overlaps Cases I and II. Thefresulting conflict is 
resolved by paragraph 1 of the Third Schedule 
to the Bill which gives Case III the preference. 
The Third Schedule contains other provisions 
in elaboration of clause 9. For example, duties of 
an office or employment under the Crown which 
is of a public nature and of which the emoluments 
are payable out of the public revenue of the 
United Kingdom or of Northern Ireland are to 
be treated as performed in the United Kingdom. 
The same applies to duties performed on a 
vessel engaged on a voyage not extending to a 
port outside the United Kingdom. Clause ro 
constitutes a slight relaxation of the rules under 
which individuals are treated as resident in the 
United Kingdom. Where a person performs the 
duties of his employment full-time and wholly 
outside the United Kingdom, then if immediately 


before fulfilling that condition he was resident 


or ordinarily resident in the United Kingdom, 
the question whether he is resident while ful- 
filling the condition is to be decided without 
regard to any place of abode maintained- in the 
United Kingdom for his use. 

The part of the Bill to which one turns auto- 
matically is naturally that dealing with relief in 
respect of provision for retirement made by the 
self-employed and by persons in non-pensionable 
employment. It is contained principally in clauses 


8 and 19. The outline of the relief has already 
been given in the Budget statement, while some. 


details were added during the course of the 
Budget debate. Clauses 18 and 19 do much to 
fill in the gaps, but they do not supply a complete 
picture since they lay down, as a condition pre- 
cedent to relief, that each annuity contract 
must be approved by the Inland Revenue as 
having for its main object the provision of a life 
annuity in old age. Clause 18 lays down a number 
of conditions with which the contract must 
comply before the Inland Revenue is even 


allowed to approve it, but then goes on to permit? 


the Inland Revenue, ‘subject to any conditions 
they think proper to impose’, to waive certain of 
the statutory requirements. 

The first of two articles on ‘Pensions for the 
self-employed’ commences on the next page. 
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PENSIONS FOR THE SELF-EMPLOYED - I 


THE PROVISIONS OF THE FINANCE BILL 
b by R. W. ABBOTT, PIA, A.S.A. 


Classes of Persons Affected 


ELF-EMPLOYED persons in general and 
Q presiona people in particular have good 

cause for rejoicing at the provisions of the 
1956 Finance Bill published last week. It has 
long been argued that the attractions of pension- 
able émployment, secure and well-paid in 
addition, were drawing many capable men and 
women away from professional work. Unlike his 


‘brethren in industry, the professional man in 


JI 


practice has hitherto been prevented from saving 
for his retirement on a tax-free basis. Dome two 
million self-employed persons were involved in 
this obvious inequity, which the Chancellor is 
now attempting to remedy. 

Although it is the position of the self-employed 
that has attracted most attention, certain other 
classes of the working population have hitherto 
been unable to provide for their retirement on a 
basis similar to that available to members of 
pension schemes. These classes include control- 
ling and part-time directors of companies, and 


those termed in the Tucker Committee’s report 


‘non-provided-for employees’, that is, employees 


who, for one reason or another, are not members - 


of an approved scheme set up by their employers. 
Altogether, the numbers of persons coming into 
the categories referred to in this paragraph 
were estimated by the Tucker Committee to be 
about 94 million. Thus, numerically, they are a 
much larger class than the class of self-employed, 
and it is clear that the potential beneficiaries of 
the Chancellor’s largesse are a sizeable proportion 
of the working population. 


Retirement Annuities 

In his Budget speech, Mr Macmillan gave a 
broad indication of the type of pension arrange- 
ment he is prepared to approve, and the Finance 
Bill has now made the Government’s intentions 
clearer. 

Briefly, all those persons previously referred 
to will be allowed to count as a deduction for 


y income tax and surtax purposes a ‘qualifying 


premium’ of up to Io per cent of earnings each 
year, or £500, whichever is the less. Such 
premiums must be paid, either to an insurance 
company or into a trust fund, to secure a non- 
commutable and non-assignable. life annuity. 
This annuity must be payable for the lifetime of 


the annuitant and may not commence before 
attainment of age 60, unless the normal retirement 
age in the person’s occupation is less than 60, or 
unless he is compelled to retire prematurely 
through il health. The annuity may be payable 
for a minimum term-certain of five years, and in 
the event of the annuitant’s death, either before 
or after the annuity vests, a widow’s pension 
may be paid of an amount not exceeding the 
amount of the annuitant’s own pension. If the 
individual dies before his own pension com- 
mences and no widow’s annuity becomes payable, 
a return of premiums with interest may be made 
to the individual’s personal representatives. 

Most important of all, if the individual ceases 
the payment of premiums, he will not be entitled 
to take a surrender value for his accrued benefits, 
but must leave them in the form of a paid-up 
pension payable at pension age. Further, any 
life assurance policy issued under these arrange- 
ments will not be negotiable and one can foresee 
certain complications arising in the event of the 
bankruptcy of an individual who has effected 
such a policy. 

As in the case of schemes for employees, the 
self-employed person has the choice of a life 
office contract or of a scheme established under a 
trust. Many self-employed persons will doubtless 
find it convenient to effect an individual policy 
with a life assurance company. Professional 
persons may prefer to set up their own trusts 
operating under rules framed to meet the needs 
and circumstances of their own profession. Such 
trusts will either hold stock exchange invest- 
ments, or reinsure their benefits with a life office. 
Whatever method of providing the approved 
retirement benefits is chosen, the annuitant will 
obtain the benefit of exemption from tax on the 
interest income of the fund created by his 
accumulated premiums. The change in the basis 
of taxation of life offices’ annuity funds so as to 
give them the benefit of tax-free interest on 
pension fund accumulations is specifically pro- 
vided for in the Finance Bill. 


Benefits Obtainable 
What benefit does all this represent to the hard- 
pressed professional man, who will, not unnatur- 
ally, wish to study the financial advantage to 
himself very carefully before deciding whether to 
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participate in a trust scheme, or effect an indi- 
vidual policy? As it happens, the present is a 
remarkably opportune time to enter upon an 
arrangement of this nature. Rates of interest are 
high, and life offices will compete strongly for 
the business at the outset. As a result, the self- 
employed man or woman might seem to have an 
embarras de choix confronting him. He can choose 
to enter a trust fund, if his professional or trade 
association cares to establish one; he can effect a 
non-profit life assurance policy or a with-profit 
policy, with or without substantial widow’s 
pension benefits. 

As an indication of the amount of pension likely 
to be obtainable, the following table shows the esti- 
mated benefits for an annual premium of £ 100, pay- 
able from various ages until attainment of age 65. 


Mace Lire RETIRING aT AGE 65 


Annual premum [00 
Amount of fully taxed 
Age next birthdhy annuity under approved 


pension arrangement 





It will be seen from the second column of figures 
that a person aged 40, by payment of a contribution 
of 10 per cent of his present earnings, might secure 
a pension at age 65 of roughly 40 per cent of 
those earnings. If his earnings rise, the pension 
he will ultimately receive by continuing to pay a 
10 per cent contribution will fall below 40 per 
cent of his final earnings. Such pension provision 
cannot be regarded as excessive, and, as the 
Chancellor has admitted, it may be inadequate 
for the older man. | 

However, there are certain other provisions of 
the Finance Bill which Mr Macmillan intends 
shall be of particular advantage to the person 
who is now too old to benefit substantially from 
these pension arrangements. Even those who could 
participate fully in a deferred annuity scheme 
would do well to consider carefully the alternative 
which will be available. 


Purchased ‘Life Annuities . 
This alternative relates to purchased life annuities 
not connected with a pension scheme. Hitherto, 
all annuities haye been taxable in full, subject 
in the case of annuities under pension schemes to 
the earned income allowance. This principle will 
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continue to apply to annuities payable to the 
self-employed under the arrangements described 
above. An exception is now made in the case of 
an annuity purchased by an individual which is 
outside the scope of the t&xation concessions 
granted in respect of approved pension arrange- 
ments. 

Such purchased life annuities will no longer 
be taxable in full, but instead tax will be levied 
only on the interest content of each annuity 
instalment. The Finance Bill lays down the 
method whereby the interest content, shall be 
determined, and it seems likely that, in the case 
of an annuity to a male life commencing at age 
65, not more than about 25 per cent of each 
instalment will be taxable. When it is borne in 
mind that annuities under pension schemes and 
under the new arrangements for the self-employed 
are taxable to the extent of nearly 80 per cent 
(taking into account the earned income allow- 
ance) it is evident that any pensioner paying 
tax at the full rate is much better off with a 
purchased life annuity than with an annuity from 


_ a pension scheme. 


Bib and Tucker 

By the time the dust has begun to settle on the 
present Finance Bill, we shall all be in a better 
position to judge the merits and demerits of the 
proposals which the Chancellor has formulated. 
He commended these proposals in his Budget 
speech as a simplification and modification of the 
Tucker Committee’s recommendations. I think 
we can agree that Mr Macmillan has skilfully 
avoided some of the enormous complexities 
inherent in the Committee’s proposals, but he 
has undoubtedly placed a tremendous volume 
of work on the insurance companies and on the 
officials of the Inland Revenue. 

Perhaps the most obvious defect of the present 
Bill — a defect which we hope will be remedied in 
Committee — is that self-employed and others who 
have established trust funds for their employees’ 
superannuation benefits are not apparently free 
to become members of such funds themselves. 
The adoption of one law for the employer and 
another for the employee seems to have no 
justification, even from a fiscal point of view, 
and I hope that Parliament will not approve it. 

Altogether, we can agree with the comments 
of one life office actuary who, referring to the 
fact that the self-employed are not entitled to a 
top-hat pension scheme, expressed the hope that 
with the new legislation based on Tucker they 
would at any rate take advantage of a Bib! 

(To be concluded.) 
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WHAT AUTOMATION MEANS 


by FRANK G. WOOLLARD, M.B.E., M.I.Mech.E., M.1.Prod.E., MILA, M.S.A.E. 


HEN I wis a boy, I was taken into Fetter 
\ x / Lane by my father to see a new machine that 
had just come over from America. It was 
a machine which folded, wrapped, gummed, stuck 
down, addressed and stamped magazines and sorted 
them for the mail-bag. Now today, that would, of 
course, rejoice in the name of automation. 
Automation is a new word. 
Eighteen months to two years 
ago it was known only to 
engineers but now it is the 
common coin of everyday con- 
versation. What does it mean? 
It is, a shortening of the word 
‘automatization’. It is a word that 
is disliked by many people but 
so far no one has found a better 
portmanteau word. It is des- 
criptive and it trips quite easily 
off the tongue. 


Definition of ‘Automation’ 

There have been a great many 
definitions of automation. Owing 
to the fact that each of the con- 
tributing industries — electrical, 
_machine-tool makers, hydraulics 
and pneumatics — has its own 
definition, they are apt to get 
very complicated. My own 
definition is, I think, quite 
simple. It is that automation is 
the system and method of making 
processes automatic by the em- 
ployment of self-controlling, self-acting machines for 
performing the necessary operations. I use the word 
‘system’ because automation is largely a management 
function which aims at integrating every element 
involved in production from design and specification 
to the completion of the end product and some- 
times, as in the case of packaged articles, it would 
include the automatic packing and dispatch and 
it could include the automatic production of the 
delivery notes, advice notes and invoices. I will 
refer to that a little later on. 

The word ‘method’ I use to cover the whole of 
the modus operandi involved in the machinery of 
automation. The word ‘process’ is included to cover 
all forms of production from, as someone said 
recently, the processing of fish to the production of 
fissionable materials, and it covers such widely 
differing processes as automatic accounting and auto- 


An address delivered to the London and District Society of 
Chartered Accountants on February 7th, with Mr R. P. 
Matthews, B.COM., F.C.A., J.P., Chairman of the Society, 
presiding. 
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matic transfer machinery. The phrase ‘self-controlling’ 
does not necessarily mean electronic or even electrical 
controls. It may be mechanical; it may be hydraulic or 
pneumatic. In the Shell Company’s refinery at Stanlow 
the automatic control is effected by pneumatic means. 
Now I have said in another context! that flow 
production is born of a marriage of management and 
mechanism with management 
as the dominant partner. 
Automation is a logical ex- 
tension of flow production. The 
Press are apt to call these new 
methods the second industrial 
revolution but engineers do not 
really think of automation as a 
revolution. They think of it as 
evolution rather than as a revolu- 
tion. It is not as new as all that, 
either. In 1784, in Philadelphia, 
there was an automatic flour- 
milling plant. Thomas Babbage, 
in the early part of the reign of 
Queen Victoria, produced, as 
you know, the fundamentals of 
the calculating machine. He 
just did not have the advantages 
of modern methods which would 
have made it work satisfactorily. 
Jacquard, also in the early 1800s, 
produced the punched-card sys- 
tem for the figured weaving of 
fabrics. All these things have 
now been brought together and, 
with the aid of electronics and 
other devices developed in the late war, wg have 
produced this controlled method. And it is in the 
phrase ‘self-controlling’ that the difference between 
mechanization and automation is revealed. In 
automation you have the self-controlling element, 


Automatic Principles 


Automatic principles can perhaps be more readily 
appreciated in connection with liquid, fluid and semi- 
fluid production. 

Among the liquids may be chemical fluids, 
petroleum products, beverages and so on; the fluids 
are such things as preserves, seed products, flour and 
such-like; among the semi-fluids I would class textiles, 
glass, paper, newsprint and metal when it is produced 
as continuous sheet or strip or wire and rod. Some 
of these have been produced automatically for a long 
time. 

The new thing about automation is the appli- 
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cation of what the Americans call the discrete 
units,! that is to say, units which have their own 
individuality — hard, awkward, heavy, unyielding 
shapes of those components used in engineering 
practice which do not flow freely and which, more- 
over, have to be machined to exact sizes within close 
limits. The other new thing, as already suggested, 
is the introduction of controls, including the feed-back 
system, which enable us to effect inspection and 
correction or rejection. 

It is the automatic transfer machines which have 
caught the imagination of the lay Press and the 
technical Press because in association with inter- 
operation transfer (that is passing a part from one 
machine to the next) and automatic assembly, they 
foresee the automatic factory ‘just around the corner’. 
Well now, that is not quite true. By some of the things 
that are published about the automatic factory you 
would imagine that you could put raw materials in a 
factory on a Monday, go and play golf for the rest of 
thé week and come back on Friday evening to see 
that they are being automatically delivered to the 
customer. That is just a pipe dream. I do not think 
there will ever be that sort of an automatic factory. 
It is possible. But I think you gentlemen would 
have something to say as to whether it would be 
economic. 


Economic Situation 


In the normal type of manufacturing industry the 
labour-saving ranges between two to one and per- 
haps ten to one. There are, however, many other 
savings than in labour. Floor area may be reduced 
by as much as 4o per cent. Stock and work in 
progress is also greatly reduced. In line production 
as against batch production stock and work in 
progress can be reduced enormously, sometimes by as 
much as 50 per cent. I have known it to be more. 
But automation will effect a further reduction. 
There is less spoilage by handling by machines 
instead of handling by manual labour and in that 
connection I have been informed by the Austin 
Motor Company that their semi-automatic assembly 
plant at Longbridge was saving a quarter of a 
million £s per annum in the avoidance of damage. 
Ford (Cleveland) Works say that hernia, foot troubles 
- dropping heavy articles on the feet—and eye 
troubles have, with the advent of automation, virtually 
disappeared. 
_ Then automation gives a greater control of pro- 
cessing, a better control of stock and fuller utilization 
of plant. It is interesting to note that for the past 
seventy-five years or more we have been doing all we 
can tomake better and better cutting tools but have only 
now turned our attention to the tremendous wastage 
in connection with the loading and unloading of 
machines. Thus there is, with automation, a greater 
utilization of plant and also greater life for the cutting 
tools because with highly efficient machines you 
can afford to drive the tools at a rate which will give 


1 As opposed to concrete. 
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the longest tool-life and, believe me, this means a 
very considerable economy. l 

I should say there will be a lower depreciation 
figure when based as a ratio on output. The machines 
are so simple in essence that the wear and tear rate 
must be considerably less thag with the normal 
machine. 
_ Automation also provides the opportunity to intro- 
duce automatic inspection. This is most valuable 
because inspections hold up operations and may 
account for up to 12 per cent of the cost of production. 
It is also true that the automatic transfer machines are 
very must easier to arrange for chip disposal. The dis- 
posal of chips is very important. In the Ford (Cleve- 
land) plant they make as much as 185 tons of dry chips 
and 45 tons of wet chips daily so you can see what 
happens with these very highly efficient machines. 


Why Introduce Automation? 


There are a lot of people who say ‘We are going on 
very nicely as we are: why upset things by introducing 
these new methods?’ You know that argument better 
than I do. Well we shall be forced to adopt automation 
wherever it is economically justified in order to meet 
competition from the United States, France, Germany 
and Russia. It will help us also to meet competition 
from the low cost labour countries. Naturally you 
will say “Supposing the low cost labour countries 
start introducing automation?’ I think there is a 
saving grace in the fact that as soon as you start to 
employ the type of people necessary to control, 
to run and to service these machines, the low cost 
labour countries will find that they have to pay 
technicians something approximating our own rates 
and I do not think they would have much advantage 
over us. 

Automation, also, will help to offset the present 
scarcity of labour due to late school-leavers, con- 
scription, pensions, longer holidays with pay and a 
shorter working week to say nothing of higher wages. 
It will remove arduous and unhealthy labour con- 
ditions and many industrial hazards. Fissionable 
materials, for instance, can only be handled by auto- 
matic means. Automation will also help not only to 
meet competition but to reduce costs, to provide more 
goods and services and will bring goods within a wider 
range of consumer groups. Of course, it will be 
appreciated that this sort of machinery already tends 
to lower costs but in an inflationary period you do not 
notice it. 

I am asked again and again: Will automation tend 
towards stagnation in design? My answer is that I 
do not think that automation of itself will have any 
such effect because, when set against the effect of the 
necessary amortisation, of the jigs, fixtures and tool- 
ing, the changes in the machines are unimportant. 
Automatic transfer should be made to a module 
and they should be made so that all the units are 
‘package units’. This is essential so that if there is a 
breakdown of a machine-head, that part can be re- 
moved and another put in its place with only a 
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' relatively brief stoppage. So you must have machinery 


that is flexible; you must have it so that it can 


| be rearranged to do other jobs. It will take much 


less time to rearrange the machines than it takes to 
produce new fixtyres, jigs and tools, therefore I 
do not think that automation will contribute to any 
stagnation in design. 
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because so far there is insufficient data upon which: 
to base exact statements. But I think one can make a 
tolerably accurate guess at the management situa- 
tion. Pl for automation means planning at 
director level. It is essentially long-term planning. 
It involves replacement of plant and, of course, if the 
depreciation fund is not quite as it ought to be, it 


- may be a very expensive replacement. 


Social Implications 


I would like to touch on the social implications of 
automation. First of all, where can it be applied? 
The answer, normally, is to the mass production 
industries. When any factory has a flow production 
line which is working efficiently, then that line is ripe 
for automation. The types of things to which it can be 
applied are motor-cars, bicycles, vacuum cleaners, 
washing-machines, in fact, all the domestic appliances 
and I think in due course we shall find that the domes- 
tic appliances market is, in this sense, running very 
closely up to the automobile market and of course 
there is other equipment, electrical components, 
building accessories and so on. 

Now I would expect you to ask: How far are these 


| methods possible? My reply would be: So long as they 


are economically sound: so long as they pay off. That 
is not strictly true because for Besser operations 
it is desirable to install automation whether it pays 
or whether it does not. But, of course, some things are 
not suitable for automation: fashion goods, individual 
furniture, bespoke tailoring, high-class jewellery and 
that sort of thing. In fact, where personal taste or 
convenience is involved the producer should, in my 


opinion, be in complete control, and there automation ; 


stops. Christian Dior said recently: 

‘Fashion in this age of machinery has become one 
of the last refuges of human, personal and individual 
elements.’ 

I subscribe to that whole-heartedly, but there are so 
many things that could be standardized, simplified and 
therefore automated without the consumer being aware 
of the standardization. In the United States during the 
First World War, Herbert Hoover introduced a sim- 
plification programme, and as Secretary of Commerce 
he was asked to carry it over into the industrial life of 
the nation. Committees were set up and found some 
amazing duplication — I give you two examples: there 
were 1,114 varieties of lavatory and sink traps. They 
reduced these to 93, a 75 per cent reduction. They 
had 120 varieties of hot water storage tanks and these 
were reduced to 14, or an 85 per cent reduction. 
Now you cannot tell me that anyone is a penny the 
worse off because there are only 93 instead of 1,114 
sink traps nor that they are suffering very greatly 
because the plumber can have a choice of only 14 
instead of 120 hot water tanks. 


Management Problems 
I will now talk for a moment about management 


problems. In this particular area you will understand ` 
that I am running into the region of speculation 


Management will have to be more thorough, more 
co-operative and more communicative. That is no 
criticism of present-day management which works 
very well for the job it has to do but it is the reflection 
of an entirely new situation. 

Market research will need to be more exact; it 
will be necessary to know how long a pattern or 
model can be expected to last and with some precision 
what will eventually replace that model when it 
goes out of favour. Designs will need to be more 
fully developed. Nothing can be left in abeyance. If 
a considerable change is required a market may be 
lost. Design, under these conditions, is very much 
more difficult than it was. The designer can no longer 


~ say ‘That is how I have drawn it, and that is how it is 


l 


going to be’. He will have to consult many depart- 
ments: planning jigs and tools, work study and motion 


study, the plant engineer and the purchasing officer, 


to say nothing about the works accountants and the 
financial accountants. All this will have to come into 
the picture so it will have to be team-work, not an 
individual job. Prototypes will have to be very 
thoroughly} tested in order to ensure that there will 
be no need of major alterations because, although 
one allows in a transfer machine for a few spare 
stations to take care of something that may happen in 
the field, one does not allow spare stations for mistakes 
in design or testing. 


Need for Closer Team-work 


Managements will have to be co-operative; there will 
be need for a closer team-work up and down the 
organization which is not, usually, very difficult 
but also across the organization, including among 
others the functional specialists, which can be much 
more difficult. It is quite obvious that this must be so 
because, working within a very closely knit organiza- 
tion, there will not be room for any differences of 
opinion of a character which will affect the product. 

Managements will have to be more communicative: 
Instructions, in particular, will have to be more fully 
considered. There can be no loose ends; orders cannot 
be tentative. They will have to be positive, and very 
clear. Also instructions will have to be more quickly 
transmitted than at present. Radio communications 
may be used. They are, in the Midlands and probably 
elsewhere, using radio to establish direct contact with 
the drivers of shop trucks instead of waiting for them 
to come back for instructions from the foreman. 
Also television has been suggested. There is one com- 
pany in the Midlands which is using television for 
projecting work to the inspector to avoid taking the 
work-pieces from the line. This is, of course, visual 
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inspection. So, you see, the automated factory, to use 
an American term, will be a much more closely 
co-ordinated machine and it will be necessary to take 
advantage of every modern development to make it 
` fully efficient. 

Supervision, of the non-commissioned officer type, 
is likely to be increased very considerably. Ford 
(Cleveland) puts it at four times what it is at present. 


Tendency for a Shorter Working Week 


In due course, there will be a tendency for a shorter 
working week. Even now the two shift system tends 
towards the 40-hour week instead of 44 hours. In 
the United States the trade unions are already de- 
manding a 30-hour week. I think it will be-a long 
time before this is accepted there and much longer 
before it comes here. But I would like to suggest that 
with a 30-hour week we could run a 6-day week 
on four five-hour shifts per day, making 20 hours 
with an hour between shifts which could be used for 
tool changes. That is just a suggestion to set against 
what, at present, appears to be an unlikely condition. 

This 30-hour week demand throws into relief 
a very difficult situation which may arise because the 
automatic factory will probably be able to pay higher 
wages for less hours. This might well create a greater 
differential than at present between the Midlands, the 
North-east Coast and the Clyde — a gap which might 
be serious. This may lead to a revision of our crazy 
wage structure. 

Wages in the automatic factories will tend, I think, 
to become salaries. There will be no piece-work 
because you cannot run machines any faster than 
they are set to go and so it will probably, eventually, 
mean the payment of salaries with bonuses for keeping 
machines running. In fact, I can foresee that in future 
the people in charge of these machines will be much 


more like ship’s engineers or shift engmeers at power 


stations than the norma! operators. l 

` Maffy people ask whether we shall not Sep a very 
serious unemployment situation because of the intro: 
duction of this type of machine. Personally, I do not 
see any considerable unemployment arising and-I do 
hot see any- immediate trouble ar: all, because auto- 
mation will not come so quickly as to be embarrassing. 


There are only five machine-tool manufacturers 


making this specialized type of machinery. It is true 
that the makers of standard machines are beginning 
to look very closely into it but even so, transfer 
machines take about two years to design, build, 
. equip and install. So, you see, it is a long-term 
operation and any board of directors who are going to 
put in automatic plant in any considerable volume 
will naturally want to see an expanding market before 
them and with an expanding industry they could 
probably absorb the displaced labour into other parts 
of the works. 

Much labour will be required by the makers of the 
machines and the fixtures, jigs and tools and ancillary 


apparatus. Much labour will be absorbed in the 


distribution trades because of the greater profusion 


THE ACCOUNTANT 


May 5th, 1956 


of goods, and with greater leisure we can look forward 
to a larger leisure goods industry. In the United 
States 15 per cent of all consumer spending is spent 
on leisure goods. This, then, is another possibility 
for the absorption of displaced labour. In addition 
it must be remembered that the hon-manufacturing 
industries will, in all probability, have a sympathetic 
shortening of hours and it only needs a small reduction 
of hours in the non-manufacturing industries to 
create an enormous demand for labour. So I do not: 
think we are going to suffer from unemployment but 
I do think we may have some displacement of labour. 

The trade unions have, at the top, taken a very 
statesmanlike attitude in ‘regard to automation. In 
the Trades Union Congress General Council’s report 
to the Eighty-Seventh Annual Congress last year, 
they said: 

‘Over the post-war period the increased application 
of automation has led to a growing awareness of the 
impact it could have upon industry generally, and 
that there are many human, social and economic 
implications of direct interést and concern to the 
trades unions. However, the use of automatic 
machinery, processes and controls’ is-not a new 

- phenomenon in industry, there being many indus- 
tries such as steel, glass, newspaper printing, 
communications, oil, chemicals and sections of 
engineering where the scale of automatic production 
and control has reached considerable proportions.’ 

The General Council noted the progress already 

achieved and then 
‘drew attention to the absence of authoritative 
information EE the effect on industry’. 

They said: ~ | 
‘to date no serious redundancy had resulted from ` 
automation although its rapid acceleration could 
undoubtedly create “unemployment and labour 
transfer.’ “The General Council expressed the view 
strongly that in the circumstances much harm could 
result from exaggerated and ill-informed publicity on 
the subject, and the proposal by the Department of 

- Scientific and Industrial Research to survey 
automation developments and to sponsor. research 
into attendant problems was particularly welcome.’ 


| A New Era of Prosperity — 
Now I have endeavoured to set before you as many 
aspects of automation as I could cram into the time. 
This is a fascinating subject about which one could 
go on talking for ever. I have covered a fairly wide 
sweep but I admit that this address has been an 
appreciation rather than a penetration. I personally 
believe that with automation we enter into a new era 
of prosperity. We have in the past 100 years achieved 


a reduction of working hours from 60 to 44 a week, 


and to 40 hours in the 2-shift industries (I, as an 
apprentice in this city worked a 54-hours week and 
very often another 12 to 20 hours’ overtime.) With 
this reduction in the working hours, in the same period 
real wages have risen by some 250 per cent. This is 
due to machine power supplementing muscle power 
and there is no reason why this process should not 
continue with machines supplanting not only muscle 
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. power but the lower functions of the human brain. 


4 
j 
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I would like to close by reading the last paragraph of 
my paper delivered to the Production Engineers’ 
conference last June: 

‘We must always remember that automation is not 

a device with wich to outlaw, displace or dispense 

with man. It is not a contrivance or an invention to 

deprive man of his heritage ~ his right to work and to 
enjoy the fruits of his labours. It is a means for 
increasing man’s stature and for extending his 
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ability to do more and more useful work; to produce 
in greater volume with less physical effort or mental 
strain — a means whereby he can bring to his fellows 
the fulfilment of their lawful desires and, to their 
homes, comfort and leisure... l 

‘We must always remember that men were not 
made for machines, but that machines were made 
for man. Whatever device or emblem we may adopt 
to typify “automation” the motto must be... 
“Machines in the service of Man” 


WEEKLY NOTES 


The Institute of Chartered Accountants 
in England and Wales 


SEVENTY-FIFTH ANNUAL MEETING 


The seventy-fifth annual meeting of The Institute 
of Chartered Accountants in England and Wales 
was held last Wednesday, as this issue was going to 


, press. We hope to publish the President’s address, 


together with a report of the proceedings at the 
meeting, in our next issue. The annual report of the 
Council and the accounts for the year 1955 were 
published in last week’s issue. 

Following the Institute’s meeting, the seventieth 
annual general meeting of The Chartered Account- 
ants’ Benevolent Association was held, and we hope 
also to publish a report of the proceedings of this 
meeting in next week’s issue. 


B.O.A.C. Managing Director 


It was announced last Tuesday that the board of 
British Overseas Airways Corporation had appointed 
Mr Basil Smallpeice, B.COM., A.C.A., to be 


director of the Corporation. The. Managing director- . 


ship is a new post created following the recent 
resignation of Sir Miles Thomas as full-time chair- 
man of the Corporation and the appointments of 
Mr Gerard d’Erlanger as part-time chairman and 
Sir George Cribbett as full-time deputy chairman. 

Mr Smallpeice, who is a member of the Council 
of The Institute of Chartered Accountants in 
England and Wales, joined B.O.A.C. as financial 
comptroller in 1950, and was appointed deputy 
chief executive of the Corporation in 1954. He was 
previously director of costs and statistics at the 
British Transport Commission from 1948 to 1950. 

After completing his service under articles with a 
partner in the firm of Bullimore & Co, Chartered 
Accountants, of London and Norwich, and being 
admitted an Associate of the Institute in 1930, 
Mr Smallpeice joined Hoover Ltd where he became 
accountant and assistant secretary. In 1937 he went 
to Doulton & Co Ltd, becoming secretary and chief 
accountant, 

By his election to the Council of the Institute in 
1948, Mr Smallpeice became the first Associate to 
serve on that body. 


Maintenance Relief for Settled Land 


The Court of Appeal have allowed the appeal against 
the decision of Wynn-Parry, J., in Re Pelly’s Will 


Trusts (The Times, April 28th, 1956). In that case 


the tenant-for-life of settled land had carried out 
improvements to it and in consequence had become 
entitled to income tax maintenance relief. Under the 
powers conferred by Section 75 (2) of the Settled 
Land Act, 1925, he directed the trustees of the settle- 
ment to apply capital moneys in recoupment of the 
cost incurred by him in effecting the improvements. 
The question arose whether he was accountable. to 
the trustees for the tax relief which he had obtained 
in respect of these improvements. It was argued on 
behalf of the beneficiaries entitled in remainder that 
since the tenant-for-life had to have regard to he" 
interests of all the persons entitled under the settle- 
ment hé was a trustee for all parties. As a trustee 
ought not to be put into a position where his duty and 
his interest conflicted, he must hold any adventitious 
profit, resulting from the exercise of his powers, in 
trust for all the beneficiaries. Wynn-Parry accepted 
this argument but the Court of Appeal rejected it. 

The Master of the Rolls pointed out that the 
tenant-for-life was entitled to the whole of the 
income of the settled land, without any qualification. 
To hold that he must account for the tax would 
produce anomalies. 


Suspicion about Automation ` 


‘Automation’ has become a word charged with 
emotion on both sides of industry. The word caught 
on before its meaning was fully appreciated either 
by management or labour and those who are inter- 


ested in furthering the use of automatic controls in 


the factory are now faced with the problem of explain- 
ing, not only what automation is, but also what it is 
not. A paper on ‘What automation means’, presented 
recently by Mr Frank G. Woollard to the London 
and District Society of Chartered Accountants, is 
reproduced elsewhere in this issue. 

Suspicion about automation has been evident for 
some time on the part of the unions in the motor 
vehicle industry. It was to be expected in view of 
American experience that early movements towards 
automation might be made in this industry in an 
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effort to reduce internal costs at a time when the 
industry is increasingly tying its prospects to the 
mass production of a limited range of cheaper cars. 
A meeting of shop stewards from the larger companies 
and certain component manufacturers rejected a 
proposal last week for an equal share in the benefits 
of automation. At a meeting in Birmingham convened 
to discuss short time and automation, a proposal was 
put forward by shop stewards from the Standard 
Motor Co calling for the negotiation with manage- 
ments on automation benefits arising from savings in 
man-hours on the basis of one-third for the manage- 
ment, development and profits, one-third for reduced 
prices for cars and tractors and one-third for progres- 
sive reduction in hours. The meeting was clearly 
much more in favour of proposals dealing with 
redundancy, a shorter working week and increased 
wages. There was talk of nationalization again, and 
the whole affair had a certain political flavour about 
it. The day following the Standard meeting, the 
A.E.U. annual congress at Eastbourne passed a 
resolution allowing shop stewards on the spot to 
take action against automation which would create 
redundancy. This move has clearly emboldened the 
Standard shop stewards and it is a warning that 
the way of enthusiasts for automation will be hard. 


Taxing Cinema Takings 


The All Industry Tax Committee of the film industry. 


has made yet another effort on the industry’s behalf 
to obtain some tax relief for the cinema. The in- 
dustry’s case was sent to the Chancellor of the 
Exchequer last February and included audited state- 
ments in respect of 134 long films made since 
April 1st, 1953, and a similar survey on short films. 
The Committee had been advised by its accountants 
that after making reasonable allowance for return 
of capital, the cinema, on its exhibition side, showed 
a shortzfall of at least {10 to {11 million per annum. 
It is a “great pity that the case has not always been 
argued in the past by professional men. The cinema’s 
love of superlatives has served it better on the 
hoardings than it has within the hushed and in- 
tellectually keen walls of the Treasury. It remains 
to be seen if anything can be done while the Finance 
Bill is in committee. 


Net Surplus for C.D.C. 


The net surplus earned by the Colonial Development 
Corporation in 1955 was £409,233. Since the Cor- 
poration made a net loss of £511,108 in 1954, the 
improvement on the year was of the order of {1 
million. This achievement follows a gradual improve- 


ment in the Corporation’s affairs since it was re-. 


organized some time ago. 

There is some prospect that C.D.C. will have to 
run rather fast if it is to do more than keep still. 
Having won through to a profitable basis, it is now 
faced with the objective of building up its reserves. 
On the other hand, the rate of interest on loans from 
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the Government has increased significantly of late. 
It went up four times in 1955 and now stands at 
4 per cent for short-term accommodation, 5 per cent 
for medium-term and AS per cent for long-term loans. 
Rates of interest of this level can be penal for 


marginal propositions. 6 


Further Co-operation for ‘Schumania’ 


The Inter-Government Committee appointed by the 
Messina Conference last June has now issued its 
report containing the recommendations for the 
further integration of the countries which are 
members of the Schuman Plan. This report has now 
gone to the Foreign Ministers of the other five 
countries concerned. M. Spaak, the Belgian Foreign 
Minister, was chairman of the Committee. This 
Committee suggests that a European Atomic Com- 
mission should be formed to have power to co- 
ordinate nuclear research and power projects. This 
Commission would be the executive body of Euratom. 
A second commission should be created, in the view 
of the Committee, to enforce Customs union. The 
Customs union should be brought into existence in 
three stages, each at four-yearly intervals. Customs 
tariffs would be reduced between the six countries 
concerned by ro per cent at the end of the first year, 
with two further ro per cent cuts at eighteen-month 
intervals. Quotas will have been progressively in- 
creased meanwhile until they cease to operate as a 
restrictive mandate and national tariffs against 
countries not within the Schuman Plan will have 
been brought to a common level. 

It is proposed that the six nations should set up a 
commission to investigate funds to be administered 
by an autonomous body. The suggested capital is 
$1,000: million to be borrowed in the world capital 
market. These tidy paper plans for a united Europe 
always have a greater appeal on the Continent than 
in this country. Even a decade ago such planning 
would have been considered quite theoretical-but the 
success of the Schuman Plan, to say nothing of 
O.E.E.C., suggests that this may be the way in which 
Western Europe may find a single political and 
economical entity. It has to be borne in mind, how- 
ever, that no matter how much organization may be 
created to prevent national self-interest wrecking 
European co-operation, the organization must never 
become so unwieldy and omnipotent as to smother 
industrial enterprise. 


Anglo-Swedish Double Taxation Convention 


The International Bureau of Fiscal Documentation 
has published a ninety-one-page booklet! commenting 
on the double taxation convention of March 3oth, 
1949, between the United Kingdom and Sweden. 
The booklet deals with the convention as it affects the 
internal legal provisions of both countries. 

1*Tax Relations between the United Kingdom and 


Sweden’, International Bureau of Fiscal Documentation, 
Herengracht 196, Amsterdam. 
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REVIEWS 


Spicer and Pegler’s Book-keeping and 
Accounts 
Fdbrteenth Edition 
by W. W. Bigs, F.C.A., F.S.A.A., 
H. A. R. J. Wilson, E.C.A., F.S.A.A. and 


A. E. Langton, LL.B.(Lond.), F.C.A., F.S.A.A. 


let au ae e en 


(H.F.L. (Publishers) Ltd, London. 35s net) 
Although there are no major alterations in the latest 
edition of this popular work, the opportunity has 
been taken to extend and revise where necessary and 
to bring the illustrations up to date. The text covers 
the whole subject from the theory and practice of 
double entry book-keeping to the ultimate mysteries 
of holding company accounts and mechanized 
accounting. This is a book for the practitioner as well 


' as for the advanced student and, in its new format, 


it is attractive to handle as well as easy to read. 


| It is a production which reflects great credit both on 


the publishers and on the present editors who are 


' maintaining the high standards aimed at by the 
original authors. 


The Electronic Office 
by R. H. Williams, A.I.B. 


(Gee & Co (Publishers) Ltd, London. 15s net; 


15s 4d post free) 


The fact that the electronic age has already b 
to revolutionize the routine work of many offices 


brings new problems and responsibilities to account- 
ants. They are vitally concerned with the rapid 
developments that are taking place, as advisers to 
management on economy and efficiency in the 


. conduct of businesses, as auditors who will, as time 


goes on, find themselves more and more frequently 


, asked to certify work and results produced by elec- 
. tronic machines and in connection with the skilled 


preparation of ‘flow sheets’, There is an obvious 
need at this stage for a simple explanation of the 


' working of electronic digital computers, and of the 
' uses to which they can be put, and Mr Williams has 
| produced this. His findings are based on his own 
. research and experience. 


The book explains briefly but clearly the principles 


op which computers are constructed and operate, 
: and also, a useful feature, the technical jargon which 
| inevitably accompanies every new invention. In 


addition to the prime essential of an electric circuit, 
every machine needs an internal quick memory which 


developments enable original documents to be fed 
into the computer. Some idea of the speed at which 
it works may be gained from the statement that it 
ou in two seconds the same number of calcu-. 
ations that a clerk can do in eight hours. 

The author deals at some length with the intro- 
duction of electronic banking as a means of showing 
the difficulties of take-over and how they can be 
overcome. There is a list of the various machines now 
manufactured, and the illustrations and diagrams are 
useful. The claim that we are on the eve of another 
industrial revolution seems indeed to be justified, but 
the result of this one would appear to be the better: 
use of staff rather than redundancy. No one who is, 
aware of what is happening can doubt that the time 
has come, as Mr Williams says, ‘for office managers. 
and accountants to take over’, and that accountants 
should make themselves fully acquainted with what is 
involved in the demands likely to be made upon them. 


The Practice of Price Maintenance 
by K. C. Johnson-Davies, M.A., T.D., 
Barrister-at-Law 


(Iliffe & Sons Ltd, London. 15s net) 

This book will be read with particular interest at the 
present time when the subject of price maintenance 
and restrictive practices is much to the fore. The 
author deals particularly with the motor industry, of 
which he has had twenty years personal experience. 
But there is also much of general interest~in his 
discussion of the principles involved, which aifect all 
trade associations, in his analysis and comments on 
the report of the Monopolies Commission and in his 
account of the methods adopted in other countries 
to deal with resale price maintenance. 

Mr Johnson-Davies deals at some length with the 
covenant scheme and gives in an appendix the Various 
forms of covenant in use. He includes also brief 
accounts of the cases that have been before the Courts 
on the subject of price maintenance. 


Wealth and Income 
by Brian Tew 
(Cambridge University Press, London. 30s net) 
Professor Tew is Professor of Economics at Notting- 
ham University and when the first edition of this 
book appeared in 1950, held the same office in the 
University of Adelaide. He calls his book ‘An 


_analysis of the economic and financial systems of 


| has to be told by one of five methods what it is to do 
| with the information supplied to it, must be fed at 
high speed with that information, and finally pro- 
' vided with a means of translating into figures and 
. words the answers it produces, Magnetic tape, which 
| can be used over and over again, is regarded by the 
| author as the most satisfactory method of rapid 
, feeding. A machine can produce either figures or 
| letters, and therefore can produce writing as well as 
| the answers to numerical: calculations. The latest 


Australia and Great Britain’, and it is illustrated 
throughout by examples from British and Australian 
experience, but it is wider in its scope than this 
sub-title would suggest and is in fact a text-book on 
economics, with the main accent on finance. 

The reader is assured in the preface that he needs 
no prior knowledge of economics, and this is true 
enough for the theme of the book is built upon clear 
and simple foundations. He will need, however, to 
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keep his wits about him as he reads; Professor Tew’s 
excellence as a writer — he is always fluent and ex- 

ressive — makes difficulties as light as they can ever 
Ge but difficulties there are, inevitably, in a sophisti- 
cated discussion of an involved subject, leading 
through the trade cycle and inflation to a study of the 
problems of the balance of payments. 

The student of economics will find the book valu- 
able as supplementary reading, and the more general 
reader will enjoy following so urbane a leader through 
the tangles of monetary economics. 


Executorship Accounts (Australia) 
(Third Edition) 
by E. Bryan Smyth, F.A.S.A.,A.C.LS.,A.S.T.C. 
(The Law Book Co of Australasia Pty. Ltd. 30s net) 


This is primarily a student’s book and it is a very 
good one. The author’s object has been to present 
the basic principles of accounting applicable to 
estates of deceased persons, and to do so in the 
simplest possible manner. In this he has succeeded. 
The arrangement of the text, the style in which it is 
couched, and the general layout of the book are all 
most pleasing. There are some very useful tables on 
the rules obtaining in the various States-in relation 
to distribution on intestacy. 


- SHORTER NOTICES 


BOOK-KEEPING AND ACCOUNTS FOR BUSINESS, GENERAL 
CERTIFICATE AND OTHER EXAMINATIONS, by Derek 
Thomag, F.A.C.C.A., F.C.c.S. - (Clark's, Publications, 
London, 7s net). This introduction’ to book-keeping 
is essentially practical in its approach, beginning with 
the day-books and progressing to ledgers, cash-books, 
-and final accounts. The text is clear and simple, the 
application of principles i is shown by numerous ex- 
amples and exercises, each chapter being followed 
by a series of questions which will enable the student 
to test his knowledge thoroughly. Specimen examina- 
tion questions are also included. 


‘Tur Investor’s Pocket Book, edited by Carlton 
Wallace (Evans Brothers Ltd, London. 5s net.) 
This moderately priced little volume contains much 
useful information about the workings of the stock 
exchange and other media of investment such as the 
property market and the insurance world.. 


Casa McCaLL, by Cameron Hawley (Hammond, 
Hammond & Co, London. 16s net.) Mr Hawley’s 
new variation ‘on the theme of American big business 
has not the compact quality of his earlier novel 
Executive Suite. AU the major characters appear 


to be rather dreary — even the fabulous Cash. McCall 


himself fails to impress as he should — and the strands 


of the plot tend towards the end to become a trifle. 
frayed. Life at boardroom level is probably exciting 


in reality but only very occasionally does it EE 
o material for good fiction. ` 

How to RETRE SUCCESSFULLY, -i Galoi 
Wallace (Evans. Brothers Ltd, Landon. ros 6d: net.) 
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To enjoy retirement, one must have a reasonable 
amount of money and of good health and the capacity 
for self-employment and self-amusement. The author 
of this book does not explain how to acquire health 
and wealth but he gives some usefyl hints on how to 
conserve them. He also explains a-‘humber of ways in 
which retired people may plan their leisure to enable 
them to lead full and pleasurable lives in their old-age. 


Warne’s DECIMAL DISCOUNT RECKONER, compiled. 
by Otto Klein (Frederick Warne & Co Ltd, London 
5s net.) The latest edition to the well-known Warne’s 
series of ready reckoners and reference books, this 
useful little book which contains over 23,500 calcula- 
tions ranging from 1/32nd of 1 per cent (including 
ninths) to 95 per cent on amounts from 1d to £1,000, 
should prove an invaluable aid to all those whose work 
involves considerations of this nature. 


Key TO Munro’s BOOK-KEEPING AND ACCOUNT- 
ANCY (Sir Isaac Pitman & Sons Ltd, London. ‘18s net.) 
Publishing the solutions to text-book exercises in a: 
separate volume has two advantages, Firstly, it helps — 
the weak-willed student to resist the temptation of. 
looking up the answers if they are less easily accessible. 
Secondly, it enables the question and solution to be 
studied simultaneously without the awkwardness of 
having to keep turning to the end of the text-book. 
The publishers point out that owing to limited 
space, the solutions given, while adequate, are not 
to be regarded as models as to form and layout. 


„RECENT PUBLICATIONS 


Toe Maat, op MopsRNn Business EQUIPMENT. Parts 5-8. 
8¢ X 54. Each part 4s 6d-net. Complete work (to consist of 
twenty-five parts) by. subscription, £5 5s. Macdonald & 
Evans Ltd, London. 

THe Law or Conrracr. 4th edition, by G. C. Cheshire, 
D.C.L., F.B.A., Barrister-at-Law, and C. H. S. Fifcot, 
M.A., F.B.A., Barrister-at-Law. lxiti+556 pp.+36 pp. 
index. 10 X 6}. 475 6d net, 48s 11d by post. Butterworth 
Co (Publishers) Ltd, London. 

Lasser’s "TAX PLANNING FOR REAL ESTATE, by J. K. Lasser 
Tax Institute (Director and Editor: Sydney Prerau). 


Corpn, New York. Chapman & Hall L 

THE PRINCIPLES OF MODERN BooK-KEEPING, by 
EE F.C.A. 3rd edition by B. J. Davis, FCA. 

DOE: 82x sh. ros net, 10s 8d by post, Gee and Co 
hers) Ltd, London. 

CONSOLIDATION or Accounts, by W. J. Fairbairn, 
E A.), F.BAA. 123 pp. 9 X6. 178 6d net. Juta & Co 
Ltd, Capetown. 

AUSTRALIAN ACCOUNTANCY -PROGRESS 1955. Consulting 
Editor: Sir Alexander Fitzgerald, opp, B.COM., F.A.8.A.; 
General ‘Editor and Editor of Abstracts: K. C. Keown. 
xii+348 pp. 946}. 52s 6d net.. Butterworth & Co 
(Publishers ‘Ltd, London. i 

oF RESPONSIBILITY: A Study of Work, 
Payment and Individual Ca by . Elliott Jaques, 
M.D., PH.D. xiiit143 pp. 8 a ter net. Tavistock 
Publications Ltd, London. `` 

FOREIGN TRADE AND FOREIGN ExcHancg, by L. E. Walton, 
F.I.B. viit+264 pp. 8}54. 275 6d net. Macdonald & 
Evans Ltd, London. 3 

RISK AND GAMBLING: The Study of Subjective Probability, 
by John Cohen, Professor of Psychology, University of 
Manchester, and Mark Hansel, Lecturer in Psychology, 
-University of Manchester. x+ 153 pp. 74 X 5- 14s net. 
Longmans, Green & Co Ltd, London. 
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! The stock-markets have lost Seck of the exuberance 
_ they developed imgnediately after the Budget. Some 
' disappointment with leading company dividends and 


i 
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| fresh signs of wage and ‘automation’ troubles on the 
- labour front have led to a less confident market tone. 
' Talk of possible cheaper money by the autumn, 
however, has helped to strengthen the gilt-edged 


market. 


Ashworth Stansfield 


_ This week’s reprint of the 1955 accounts of Mitchells, 


eee ee — rum 


Ashworth, Stansfield & Co Ltd, is a necessary 
sequel to the reproduction of the preliminary 
statement and of the 1954 accounts in our issue of 
March 31st. Mr H. R. T. Ashworth, the chairman, 
in his statement with these accounts says that since 
the preliminary net profit figures were issued to the 
Press, it has been found necessary to increase the 
taxation provision and this, together with other 
adjustments, he points out, has resulted in an amended 

roup profit of £106,253 as compared with £71,094 
for 1954. Some taxation relief. in respect of a sub- 
sidiary’s terminal losses is anticipated but negotiations 


with the Revenue are still incomplete and no credit . 


for the relief has been taken into the 1955 accounts. 

The company’s pressed felt, says Mr Ashworth, is 
employed in a very wide range of industries, from 
toys and dresses to filtration and engineering polishing 
bobs. In this connection, he draws attention to 
increasing imports of felt from Western Germany 
which is causing the board some concern. 

Last year, he says, the company acquired the 
ordinary capital ‘of Rowland Rawlinson Ltd, and, 
pursuing a policy of concentration, closed down the 
felt manufacturing side in 1955. The woollen section 
was. closed down on July 31st, after unsuccessful 
efforts to dispose of it as a going concern. 


Balance-sheet Changes 


Since July 31st, the plant and machinery has been gold 
by auction with a profit of £27,149. The greater portion 


of the sale was to the parent company, the proportion’ 


of profit attributable to that portion has been esti- 
mated at £16,729, and this amount has been trans- 
ferred to capital reserve. 

During the year, the subsidiary suffered a trading 
loss of £40,088. After crediting {10,420 profit on 
sale of plant to third parties, which has been 
appropriated to capital reserve, the subsidiary’s loss, 
as shown in the consolidated profit and loss accoiinit, 


has been reduced to £29,668. Provision has been ` 


made for the {£40,088 in the parent accounts, after 


taking credit for the undistributed profit of £2,199 


brought forward.. The loss, states Mr Ashworth, has 
been more than offset by the capital profit on the 
transaction which, in the consolidated balance-sheet, 


amounts to £88,302. The premises, which are being 


‘new data processi 
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retained by the group, should, states Mr teen, 
prove a valuable asset. 

We should also note a letter from Mr Ashworth, 
following our reprint of the preliminary statement in 
which he explains that ‘the note in the SE 
balance-sheet at December 31st, 1954, givin 
market value of the investments as £81,850 inc SECH 
the value of all investments quoted and not quoted 


and should be compared with the balance-sheet 


figure (at cost) of £82,162. (British. Corporation 
mortgage £70,300, plus other investments £11,862.) 
There was therefore, he points out, no ‘substantial 
paper profit’ such as we thought might be the case on 
our reading of the accounts. 

We think it right to add, however, that normally the 
statement of a market value for investments in a 
balance-sheet applies to those investments having a 
stock exchange quotation. Admittedly unquoted 
corporation mortgages are dealt in through the 
channels which exist for that pyrpose outside the 
stock exchange. We feel, however, that where there 
is any departure from the normal in a balance-sheet, 
the fact should be pointed out lest the balance-sheet 
be mis-read. | 


Accountant (Electronic) 


One gets a glimpse of what lies ahead in accounting 
processes and statistics from the Canadian Pacific 
Railways Company report. Pointing out ‘that over 
the years, the company has been in the forefront in 


the use of business machines as an aid in handling 


clerical tasks, it tells how this is evolving into a new 
development of major significance: the adoption of 
‘integrated data processing across the system’. 

To gain the benefits of automation in the mass 
handling of paper work, information on many phases 
of the company’s operations will be recorded 
automatically at the source and transmitted over the 
company’s communications network to a central 
processing location. - 

By the use of one of the most advanced electronic 
data processing machine installations, it will be 


‘possible to supply information promptly to all levels 


of management, virtually without manual intervention. 
The company’s computer installation will be. the 
first of its kind in Canada. In addition to producing 
worth-while economies, it is expected to contribute to 
more efficient operation. In anticipation of the 
delivery of a large capacity computer early in 1957, 
methods are EC instituted, and 
new types of ancillary equipment are being put into 
use as quickly as deliveries can be obtained. ~.. 


Stock Exchange Statistics 


The second yearly analysis of Interest and dividends 
upon securities Gees on the Stock SE London. 
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is notable for the attempt made to assess the extent 
to which personal incomes are increased by interest 
and dividends. Allowing a tax basis of 8s in the £, 
and taking into account the effect of duplication, 
arising ftom the inclusion of investment holding 
public companies in the statistics, and also the 
interest accruing to Government departments, public 
authorities, building societies, pension funds and the 
like, it is estimated that not more than £590 million 
out ‘of a gross total of £1,224 million of interest and 
dividends can possibly reach the pool of personal 
disposable income. 

The {£1,224 million of interest and dividends on 
the analysed securities is an increase of o" per cent 
over the 1954 figure although nominal capital rose by 
3°74 per cent to £25,095 million. The statistics are 
necessarily b on nominal capital but the figures 
of dividends and interest are applied to market 
values at mid-year. On this basis dividends of {522 
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million, which indicate ‘a return of 16-18 per cent 


-on nominal ordinary capital of £3,226 million, repre- 


sent a return of 5°13 per cent on mid-year ‘market 
values of {10,171 million. 

In a foreword to the publication, Sir John Braith- 
waite, chairman of the Londorf Stock Exchange, 
emphasizes that the total value of securities analysed 
declined during 1955 by £1,800 million. An increase 
of £550 million in the value of ordinary share capital 
was outweighed by a fall of £2,350 million in the 
value of loan and preference capital. 


Money Market 


With the market’s bid raised by 7d to £98 15s od 
there was a sharp fall in the Treasury bill rate on 
April 27th. The average rate was £5 os 1:g5d per 
cent against £5 2s 455d per cent the previous week. 
Applications totalled £395,345,000 and this week’s 
offer is £250 million. 


MITCHELLS, ASHWORTH, STANSFIELD & COMPANY LIMITED and SUBSIDIARY 
CONSOLIDATED PROFIT AND LOSS ACCOUNT for the year ended Alert December 1955 





1955 1954 1955 i954 
£ £ £ £ 
TRADING PROFIT FOR THE YEAR 296, 189,820 
Investment Income (Net 1,261 3,92! 
Deposit and Other Interest (untaxed) 3 1,510 
Profit on Realisation of jovesumects : SS 2,733 21,631 
Rents jess Outgoings .. S e S 374 55 
Transfer Fees e 14 20 
Loss of Subsidiary prior to Acquisition Sg e 15,915 
Managing Directors’ Commission Waived .. m 1,303 
Profit on Sale of Subsidiary Company’s Plant to third parties after deduction of £16, 729 estimated to o relate 
to that acquired by the Parent Company, transferred to Capital Reserve .. vi 10,420 — 
314,076 234,065 
DEDUCT: 
Remuneration of Directors— 
Salaries and Commission .. 24,768 28,289 
Pansion to Retired Managing Director . 1,000 {1,000 
Contributions under Penslon Scheme 1,391 1,539 
——— en 27,659 31,328 
286,417 202,737 
Depreciation 46, 43,304 
PROFIT FOR THE YEAR BEFORE TAXATION 245,608 159,433 
TAXATION— , 
Income Tax Schedules ʻA" and “D” gx 114,370 70,386 
Profits Tax on profit of the year after deduction of loss of Subsidiary Se 24,985 17,950 
—_ — 139,355 88,336 
PROFIT FOR THE YEAR AFTER TAXATION AVAILABLE FOR EE 
Mitchells, Ashworth, Stansfleld & Co. Led. ~ Profit . ep .. 135,921 
Rowland Rawtinson Ltd, =- Loss (dealt with in the accounts of the ‘Parent Company) . D d .. 29,668 
106,253 71,097 
ADD: UNAPPROPRIATED PROFIT at giele Pesan Ge 
Mitchalls, Ashworth, Sie: & Co. Gg 102,869 
Rowland Rawlinson Led. : 2,199 
165,068 70,039 
244,321 141,136 
APPROPRIATION OF PROFIT— 
To Profit on Realisation of Investments Resarve 2,714 
To Capital Reserve - Profit on Sale of Subsidiary Company’ 's Plant to third parties (see above) 10,420 
DIVIDENDS LESS INCOME TAX— 
refareancet 
d Interim paid Ist September [955 5,121 4,899 
b) Provision for Final to be paid Ise March 1956 5,122 Ve 
Ordinary: 
S Interim at | Actual 13,732 13,135 
b) Provision for Final at 15% actual see 1954) r 20,598 13,135 
-_ 57,707 36,068 - 


UNAPPROPRIATED PROFIT OF THE GROUP at 3ist December [955 
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£153,614 £105,068 
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d CORRESPONDENCE 


| Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Annual Returns: Floating Charges 


| Sır, — Would any of your readers care to express an 

‘opinion as to the correct amount to be entered in 

paragraph 4 ‘Particulars of indebtedness’ of an 

jannual return (form 6A) in respect of a floating 

charge by way of mortgage expressed to cover all 
amounts and liabilities due to, or to become due 

' from, the company to X. Bank Ltd, in the following 
_ circumstances: 


(a) the charge is duly registered and stamped to 
| cover £80,000; 


| (6) the overdraft at the accounting date is £50,000; 


(c) the overdraft at the date to which the annual 
return is made up is—(1) nil as per bank 
statement (uncleared cheques); (2) £25,000 as 

! per the company’s books; 


(d)a few days later the overdraft has risen to 
nearly £100,000, 


(e) Alternatively, if a mortgage debenture of 
£80,000 had been issued to cover ‘all amounts 

and liabilities due to, or to become due from, 
~ the company to X. Bank Ltd’, would the replies 


be different? 
Yours faithfully, 
| F.& 58. 


Bonus Shares 


Sir, — ‘Conservative’, in his letter (April 21st issue), 
is concerned that capital bonuses are distributed by 
companies out of unrealized accretions to fixed 
assets and he postulates that shareholders may be 
liable to contribute in a liquidation to the extent of 
the nominal value of bonus shares held by them. 

Neither of these apprehensions need be experienced 
if it is appreciated that the issue of bonus shares is 
merely a book-keeping expedient to bring the equity 
capital as issued up to a figure which is more in 
line with the true present equity capital of the 
undertaking. 

Such disparity may have arisen from a variety of 
causes, one of which may have been the existence 
of a capital reserve derived from the revaluation of 
assets at current values, but whatever the circum- 
stances, the so-called “bonus’ is devoid of any signific- 
ance outside the mechanics of book-keeping. 

Each recipient of bonus shares is the proprietor 
of the same proportion of the total equity as he 
possessed prior to the ‘free issue’. He may have held 
100 ordinary shares out of a total of 100,000 before 
the issue and 300 out of 300,000 afterwards! To 
suggest that, on a winding-up, he should be liable 
to contribute two-thirds of his capital holding is 
therefore inequitable and unrealistic, quite apart from 


being contrary to law, since his shares would almost 
certainly be fully paid. 

Misapprehensions relative to capital bonusés are 
widespread and perhaps constitute the greatest single 
factor in favour of the introduction of shares of ‘no 
par’ value. In the meantime, it is unfortunate that 
the word ‘bonus’ has ever been used in connection 
with such book-keeping operations since the diction- 
ary definition of ‘bonus’ is ‘something over and 
above what is due’. Bonus shares are not a gift, but 
merely an expedient whereby meaningless nominal 
values may be brought nearer to realistic assessments 
of capital proprietorship. 

Yours faithfully, 
FRANK H. JONES, F.A.C.C.A., A.C.L8. 
Harrow, Middlesex. 


Stock Valuation 


Sir, — Your issue of April 14th, 1956, has three inter- 
esting items on this subject. The first is a Finance 
and Commerce paragraph on the accounts of the 
Delta Metal Co Ltd, under the heading ‘Base stocks’. 
The second and third are the reports of law cases ~ 
Minister of National Revenue v. Anaconda American 
Brass Lid and CIR v. John Barr (Henry & Galt). 

The Delta Metal Co Ltd has always applied base 
stock principles; and, in your comments on the com- 
pany’s accounts, you quote from the review by the 
company’s chairman, Mr W. D. Ogden, F.c.a., to the 
effect that although the tax concession (admitting base 
stock) was withdrawn some time ago, the principle 
remains as valid as ever from a commercial and 
accounting point of view. How good it is to reaf such 
words from a Fellow of the Institute. 

The Anaconda American Brass case was an appeal 
by the Canadian Minister of National Revenue to the 
Privy Council. The highest Canadian Court had 
decided in favour of the Anaconda use of Liro in 
ascertaining profits for income tax purposes. The 
Minister, however, won in his appeal to the Privy 
Council which held that LIFO was not appropriate for 
income tax purposes 


‘because . . . that method involved the deliberate 
disregard of facts which could be ascertained, such 
as the facts that metal purchased during the last 
month of the period could hardly have been used 
during that period, and that so large a quantity of 
metals purchased in 1936 was unlikely to be still in 
stock in 1947’. 


The Privy Council is introducing a novel and 
dangerous doctrine by saying that ‘facts’ may not be 
disregarded in arriving at the profit for income tax 
Bee The Council’s criticism of LO is also 
iterally true of FIFO and of the various average-of- 
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purchase-prices methods because they, equally with 
LIFO; deliberately disregard ‘facts’ ‘which could be 
ascertained’. What a pity this is to overwork the 
useful word ‘fact’ and to dishonour it by use as a 
synonym for “financial bygone’. 

The Anaconda case was strictly on LIFO and not on 
base stock. Perhaps, therefore, the crucial point was 
not pressed that the quantity of materials held and 
the work in progress are not trading stocks at all but 
akin to a fixed asset. Since fixed assets are not used 
(in the physical sense of “embodied’) in the final 
product, the Privy Council’s argument that ‘metals 
purchased during the last month of the period could 
hardly have been used during that period’ seems 
rather irrelevant. 

The fixed asset quality of most or all stocks held by 
a manufacturer is also relevant to the issue in the 
Fohn Barr Bea & Galt) case. On the sale of 
Henry & Galt as a going concern, there was included 
in the total price of {14,600 a sum of £3,000 for ‘the 
trading stock and the work in. progress’. In the 
accounts submitted to the Inspector of Taxes for 
the last period before the sale, the closing stock was 
valued at £818 and the amount of the assessment com- 
puted accordingly. When the sum of £3,000 appeared 
as the opening stock of the firm under its new owner- 
ship, additional assessments were made on the 
respondent. Although the case was not heard, because 
proceedings were held to be invalid, it would seem 
of importance to state the case in terms of the dis- 
tinction between trading stock and base stock, Le, 

uantities of materials and of work in progress which 
must be held if business is to be continued at a certain 
level of activity. Base stock is a fixed asset and profits 
from its eventual sale to a new owner (not a trading 
customer) are not trading profits. 

Going back to the Delta Metal Co Ltd, presumably 
Mr Ogden was referring to the Patrick v. Broadstone 
Mill, Ltd case when he said the taxation concession 
for base stock was withdrawn, and not to the Anaconda 
Brass case. The Broadstone Mills case concerned 
stocks of cotton and it was admitted that base stock 
was an appropriate method of valuation for the 
industry in which Broadstone Mills was engaged. 
In the Anaconda case, a similar admission was made 
in that base stock was considered appropriate for 
accountancy and business purposes. I am not con- 
‘cerned so much with the Revenue disregard of 
methods appropriate for accountancy, business and 
industrial purposes. I am concerned, however, to hope 
that the accountancy world itself notice that in at 
least two large practical spheres (the cotton trade and 
the metal trade) base stock is accepted as appropriate 
and considered to be useful. Whilst there are account- 
‘ants and accountancy bodies to which the Revenue 
can point as not accepting base stock, we can hardly 
expect the Revenue to concede the point—an im- 
portant point which would allow industry the 
nécessary untaxed funds to carry stocks on a rising 
‘market. - 

In conclusion may I stress this last point. As well 
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as its theoretical soundness, base stock has a practical 
importance for accountants as financial advisers to 
industry. Base stock provides out of profits the funds 
for buying stocks which are required to keep the 
business going. 

Unfortunately, at the momeft, these funds are ` 
going to be taxed. It is my suggestion, however, that 
a test case would be worth while if the senior account- 
ancy body appeared as an expert witness and it were, 
armed with the conviction that stocks are substantially 
fixed assets and not current assets at all. 


Yours faithfully, 


A PAKENHAM-WALSH. 
Dublin, Ireland. 


Directors 


Sir, — ‘Welbeck’ comments on the status of persons 
described as ‘accounts director’ and the like (April 
21st issue). 

There is no doubt that the names of such persons 
should appear on letter-headings, and in my experi- 
ence, in private companies they usually do. I came 
across a case recently where the name of one of the 
directors of a private company was followed by the 
word ‘(Works)’ in brackets, like that. For a few 
moments, until I realized that the word was intended 
to be an adjective and not a verb, I found myself 
wondering what the other directors did! ) 


Yours faithfully, 


RALPH A. HADRILL. 
London, EC2. 


Gm, — The problem posed by your correspondent 
‘Welbeck’ (April 21st) exemplifies a widespread 
tendency in this age of the common man, when 
everyone who works in an office is an officer — and 
many others, too. 

The Press agent is now a P.R.O., and the advertis- 
ing agent a Publicity Expert. We know that the Street 
Orderly (crossing-sweeper) must be distinguished 
from the Borough Cleansing Officer (dustman), 
whilst the Water (Dust Abatement) Transportation 
Officer, that admirable fellow who drives the water- 
cart, has his own Diffusion Controller to turn on 
the tap. ; l 

We must hope that the auditor is still regarded as 
an Accounts Verification Officer (watchdog) rather 
than a Fraud and Misappropriation Detector (blood- 
hound), and must go on trying to persuade our 
clients that we act as Impost Mitigation Advisers 
(Devisers?) rather than Deputy Assistant Extor- 
tionists. 

Anybody know a good Postage Prepayment 
Affixation Officer (equals field rank if able to read 
and write)? ) 

Yours faithfully, | 


R. C. GILBERT. 
London, ECI. ' 
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Savings Incentive 


| Sir, — I have read with interest the letters which have 
appeared in your columns on this subject. 


Mr Hobkirk (April 21st issue) mentions the . 


: investment of smal war service savings in British 
' Government Stocks and the loss involved. In support 
' of his contention, I would mention the twofold loss 
arising from holdings of undated stocks, such as 
ER per cent War Loan which now stands at approxim- 
< ately £75 per {100 of loan. There has, therefore, 
been an initial loss of {25 to which must be added the 
_ loss due to the fall in the purchasing power of the £. 
' Taking the {1 saved in 1945 as worth 12s 8d in 1955, 
' (see ‘Midlands Practitioner’s’ letter on page 277 of 
your March roth issue), {100 of 34 per cent War 
Loan purchased in 1945, when it was quoted at 
£1034, would, if realized today, purchase goods to 
the value of £47 10s, so that the holder has suffered 
a loss of £55 135 gd, ignoring charges. 
' In the case of undated stocks, it is not possible to 
_ peg the redemption price to the cost-of-living index, 
nor does it seem to me to be practicable to revalue 
an undated Government Stock on the lines adopted 
by the Christiansen Corporation mentioned by 
Mr Hobkirk. It is possible, however, that the true 
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| value of savings invested in undated Government ` 


: Stocks might be protected by a flexible rate of interest 
' related to both the purchasing power of the £ and 
, the current rate of interest cling in the markets 
, (e.g. the Bank rate), Thus, if a Stock was issued at 
: par in 1945, the rate of interest for 1956, based on the 
' average value of the £ in 1955, would be calculated 


: 208 od 
_ as follows: x 

, as follows £100 et 
£8-69 or a rate of 8-69 per cent on the original {100. 
The higher rate of interest should result in an 
| investor who is forced to realize his holding obtaining 
| a price which is in line with the present value of the £. 


The existing system undoubtedly causes great 
hardship to elderly and retired people and I wonder 
if your readers would consider the foregoing to be a 
possible way of alleviating the hardship and what 
practical difficulties would be encountered in 
implementing it. 





={158 at 5% per cent= 


-o v wm 


== 


Yours faithfully, 


M. C. ASHILL. 
Esher, Surrey. 


| Sir, — I submit the following solution to the second 
of Mr Striker’s “Two interesting problems’ which - 
, appeared in your issue of April 14th. 


Stage 
I Divide the balls into three groups of four. 
Balance one group against another, leaving 
one group over. i 


| Two Interesting Problems: Solutions 
| 
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If they balance, all are good, and the faulty 
one is in the group left over. Take three 
from this group, leaving one, and balance 
against three good ones. 


If they balance they are good and the 
faulty one is the one left over. Balance this 
against a good one to find whether heavy 
or light. 


If they don’t balance, which side falls will 
show whether the faulty one is heavier or 
lighter. Take two from the doubtful three 
and balance against each other. If they 
balance, the faulty one is the one not taken. 
If they don’t balance we have already 
found whether the faulty one is heavy or 
light so will know which it is. 


If the original eight don’t balance, the 
residual group are good. Put two from 
the lighter pan on each side, one from the 
heavier pan on the left, and one good one 
on the right. Thus, 2l-+1h on left-hand 
side (LHS) and aire on RHS, with 
3h left over. 


If they balance they are all good, and the 
faulty one is heavy and one of the 3h left 
over. Take two and balance against each 
other. The heavier is bad, or, if they 
balance it is the one left over. 


If the LHS is heavier, then, if the bad is 
heavy it is the rh on the LHS, if the bad 
is light it is one of the 21 on the RHS. So 
balance these 2] against each other; if they 
balance the rh is bad, if not then the 
lighter of them is bad. 


If the RHS is heavier, one of the 21 in the 
LH pan is bad. So balance them against 
each other when the lighter one will be 
bad. 


I should be glad to know if Mr Striker agreed 
and also if he will favour us with the solution to 


problem No. 1. = 
Yours faithfully, 


C. A. WESTWICK. 


zI 
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2'2, 3°3 


Greenford, Middx. 


[Mr Striker writes: The reader’s solution to problem 
No. 2 is correct, though it differs slightly from my 
own. The solution to problem No. 1 is as follows: 

Call the tribesmen A. and B.; if A. is asked whether 
B. is a member of his tribe he will reply ‘Yes’ or ‘No’. 

If both are truthful the reply will obviously be ‘Yes’. 

If A. is a liar, and B. truthful, the reply should be 
‘No’ but he will reply ‘Yes’. 

If A. is truthful, but B. is a liar, the reply wil 
be ‘No’, 

If both are liars, the reply should be ‘Yes’ but he 
‘will reply ‘No’. 

Thus, if A. says “Yes’, B. must be truthful; if he 
replies ‘No’, B. must be a liar. 

Having ascertained this, it will immediately be 
possible to determine the correct path by suitably 
asking HI 
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THE SOCIETY OF INCORPORATED 
| ACCOUNTANTS | 


REPORT OF THE COUNCIL AND ACCOUNTS, 1955 


We reproduce below extracts from the seventy-first annual report of the Council of 

The Society of Incorporated Accountants, and accounts for the year 1955, which 

will be presented at the seventy-first annual general meeting of the Society to be 

held at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, 
London, WC2, at 2.30 p.m., on Wednesday, May 16th, 1956. 


President and Vice-President 
At a meeting of the Council held on May 17th, Mr Bertram 
Nelson, Fellow, Liverpool, was re-elected President of the 
Society for the ensuing year, and Sir Richard Yeabsley, 
Fellow, London, was re-elected Vice-President. 


Membership 
The membership of the Society as at December 31st, 1955, 
was 10,784. As the table below shows, this represents a net 
increase of 450 in the membership since the corresponding 
date in 1954. 
MEMBERSHIP OF THE SOCIETY 








Asso- Hon, 
Total Fellows ctates Members 

As at December 31st, 1953 9,978 2,068 7,906 4 
As at December 31st, 1954 10,334 2,148 8,181 5 
New members and re- 

admissions +- s99 + 3 +596 

ransferred from associate- 

ship to fellowship + 86 — 86 
Resignations, deaths and 

other causes eg .. — Län — 63 — 86 
As at December 31st, 1955 10,784 2,174 8,605 5 


Members in practice 


3,582 1,797 1,785 
Members not in practice .. 


7,202 


` Articled Clerks and Bye-law Candidates 
The number of articled clerks and bye-law candidates 
during the past seven years was: : 


Articled Bye-law 

Gier Candidates Total 
1949 53 I 1,309 
1950 559 Ae 1,363 
1951... 532 665 1,197 
1952 475 655 1,130 
1953 .. o SV 75 1,005 1,5 
1954 .. es “a 043 ei 1,350 


1955 63 1,259 
The unusually high bye-law entry in ae. and to some 
extent also in 1954, was due to the introduction of new 
registration regulations. It will be noted that in 1955 more 
articled clerks were registered than bye-law candidates. 


Examinations 
The results of the examinations held during the past two 
years are set out below: 


I955 I954 - 
Percent- Percent- 
Sat Passed age Sat Passed age 
Preliminary ; 335 108 32 417 139 33 
ere ,, «1,944 59] 4 1,499 6 45 
Final: 
Part I only “+ 2 6 577 e 1,336, 514 
art II on 5 05 400 
Parte 1 snd II P Ve . 
to er I 210 
Passed at one 
sitting SS 39 27 52 25 
Passed Part I i i 
only = 23 — 32 = 
Passed Part IT 


only 34 
In all, 525 candidates completed their examinations in 1955) 
compared: with 494 in the previous year. 


. Stamp-Martin Scholarships 
The Council awarded the Stamp-Martin Scholarship for 
1955 to Charles David Pilling who is reading for the 
Bachelor of Commerce degree at the University of Birm- 
ingham. 
Applications for the 1956 scholetehin should be lodged 
with the Secretary on or before June 3oth, 1956. 


Examination Honours 
The Gold Medal was awarded to Norman Girling, Lagos, 
and the Silver Medal to Norman John Edwards, London. 


Revision of Examination Syllabus 

Some time ago the Council decided that the time had come 
to re-examine the syllabus for the Intermediate and Final 
examinations in the light of the rapidly expanding responsi- 
bilities of the accountancy profession. The Council, after 
considering a special report prepared by a committee ‘of the 
Council, approved a revised syllabus for the Intermediate 
and Final examinations which is to be brought into 
operation in November 1957. 

Full information about the revised examinations is con- 
tained in the current edition of Syllabus of Examinations, 
copies of which may be obtained from the Secretary.! 


. Booklet for Educational Authorities 
The Society has continued to maintain close liaison with the 
educational authorities, 

In 1955, a brochure was prepared for the guidance of 
headmasters and headmistresses, and a copy was sent to 
every secondary school in the United Kingdom. Copies 
were also forwarded through the Ministry of Labour and 
National Service to each of its goo youth employment 
officers. 

A special edition of the brochure was also prepared for 
circulation in Ireland. 


Endorsement of Cheques 
In April the Chancellor of the Exchequer appointed a amall 
committee under the chairmanship of Mr A. A. Mocatta, 
Q.C., to consider: 

(1) whether, and if so in what circumstances and to what 
extent, it is desirable to reduce the need for the 
endorsement of order cheques and similar instruments 
received for collection by a bank; 

(2) what, if any, amendment of the Bills of Exchange Act, 
1882, or other statutory provision should be made for 
this purpose; and to report. 

The Council submitted written observations on the 
accounting and auditing aspects of these matters in August, 
and in October Mr W. G. A Russell, who was WEE by ` 
Mr T. W. South, the Secretary to the Research Committee, 
gave oral evidence on behalf of the Society. 

The report of the committee has not yet been published. 


The Public Trustee 
The Council accepted an invitation to make submissions to 
the committee of inquiry into the work and organization of 
the office of the Public Trustee. As a result the Public 


1 An indication of the extent of the revision was given in a Weekly 


Note in The Accountant dated August 13th, 1955. ~ Editor. 


_ 
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rustee agreed to alter his testator’s application form so 
that in future testators may record the names of their pro- 
fessional accountants in addition to those of their bankers, 
istock-brokers and solicitors. 


Inquiry into Bankruptcy Law 
| The President of the Board of Trade has appointed a com- 
mittee under the chairmanship of Judge Blagden to consider 
and report what amendments are desirable in (1) the 
Bankruptcy Acts, 1914 and 1926, more particularly in 
regard to the provisions relating to the di of bank- 
rupts; and (2) the D 
‘Council has been invited to submit evidence to 
| committee. 

The Companies Act, 1948 

| Work on a memorandum embodying suggestions for the 
amendment of the Act is continuing. Owing to the large 
field which has to be covered, the memorandum has not yet 
been completed. 7 


| Auditors’ Certificates on Returns to Government 
Departments 

As a result of representations made to the Council with 
regard to the form of an audited return of lace machine 
required under the Lace Industry (Scientific Research Levy 

| Order, 1951, an approach was made raising the general 
‘ question of the form of auditors’ certificates required by the 
| Board of Trade. It is understood that steps have been taken 
| by the Board of Trade to replace the lace industry form, and 
| that arrangements have been made to look into the form of 
| other certificates. 


Accountants’ Certificates for Solicitors 

Under the Accountant’s Certificate (Amendment) Rules, 
1954, which came into force on November 16th, 1954, 
| practising solicitors are required to deliver accountants’ 
i certificates to the Registrar of Solicitors not later than six 
| months after the expiration of their accounting year. 

The new rule (Rule 9A) reads as follows: 
“The accounting period specified in an accountant’s certificate 
Mequired to be delivered. to the R i on or after the six- 
teenth day of November 1954, terminate not more 
aix months before the date of such delivery.’ 


| 

| 

: 

| Professional Etiquette 

| From time to time advice has been sought by members 

| about their position in relation to business interests outside 

' normal accountancy practice. Many members of the Society, 

1 quite properly in.the course of their practice, act as directors 

i or officers of companies or associations carrying on business 
not related to accountancy. Objection would arise, however, 
if members -holding these offices used facilities thus avail- 
able in a manner discreditable to incorporated accountants 

| (for example, by directly or indirectly soliciting accountancy 

| work), The fundamental principle is that a member of the 

i 

| 

j 

| 

| 

| 











Society should. not do anything through a company, an 
ancillary practice or an agency, that he is not allowed to do 
as an individual. 


"` ‘Banks and Accountancy Work, 
In 1936 assurances to the following effect were received 
from the Committee of the London Clearing Bankers: 


(1) It is not the policy of the banks to open offices for the 
pare of carrying on income tax work. Where this 
as been done it has been for the convenience of the 
banks concerned in decentralizing their work orin 
some cases because of increased local demand from 
customers. 
(2) The banks consider that they are entitled to make 
~ known their willingness to carry out for their cus- 
e tomers incidental services such as advice on income 
tax matters. Such advertising is addressed only to 
their customers and to potential new customers. It is 
not their practice to solicit income tax work from 
those who are not their customers, although they 
occasionally agree to do such work upon request as 
the result of recommendation by a satisfied customer. 


eeds of Arrangement Act, 1914. ae 


(3) It is not the policy of the banks to undertake compli- - 
cated tax investigations for ial undertakings, 
and though their advice is available to their customers, 
it is their practice to refer them in such cases to a 
professional accountant. 

During 1955 the Council had occasion to make repre- 
sentations to certain banking interests about the application 
of these assurances in specific circumstances and about 
banking practice in relation to the p tion of farmers’ 
accounts. Although in the past it had the practice of 
many banks to prepare accounts for farmer customers, an. 
assurance was given that it was not intended that this work 
should be extended and it was that in future 
farmers would be recommended to instruct accountants to 
prepare their accounts. 


Retirement Provisions for Self-employed Persons 
As a result of consultations. initiated by the Law Society 
between some twenty professional bodies,-deputations on 
their behalf were received by the then Chancellor of the 
Exchequer in March 1955, and in February 1956 by the 
Financtal Secretary to the Treasury. On each occasion, the 
deputation urged the importance of early legislation to give 
effect to the recommendations of the Millard Tucker Com- 
mittee on the taxation treatment of retirement provisions 
relating to self-employed persons. The Society’s repre- 
sentatives on the ad hoc joint Committee of the professional 
bodies are Mr C. V. Best and Mr J. A. Jackson. 


Accountants’ Joint Parliamentgry Committee 
The Accountants’ Joint Parliamentary Committee has con- 
tinued its work of watching all parliamentary matters 
relating to: the qualification and status of accountants and 
auditors. ‘Throughout the under review the joint com- 
mittee has been Biere a DEn ining the adoption of 
a form of audit clause which confines in effect the choice of 
professional auditor to members of the accountancy bodies 
represented on the joint committee. - 

' The Council a pleased to be able to report that the 
controversy with the Ministry of Housing and Local 
Government on the issue of district and professional audit 
has now been finally resolved in favour of the profession. 
The joint committee had been presaing successive m- 
ments to allow joint boards composed of local authorities 
to have the option of choosing either system of audit. 
Eventually the issue was brought before a Select Com- 
mittee of the House of Lords in connection with the Kent 
Water Bill and the Committee endorsed a previous decision 
of the House of Commons and thus established the right 
of option without question. The Select Committee added 2 
rider to the effect that since several committees of both 
Houses of Parliament had decided in favour of professional 
audit, it was no longer justifiable for the Minister to 
recommend the compulsory imposition of district audit. 
The Council is also pleased to be able to report that the 
Government has accepted in principle an amendment to the 
Sugar Bill which wil] ensure that the accounts of the Sugar 
Board, if established, will be subject to audit by professional 
auditors instead of by the Comptroller and Auditor-General 
as proposed by the Bill in the form in which it was intro- 
duced into Parliament. 


The Stamp-Martin Chair and Research 
Professor Bray delivered two further research lectures. at 
the Hall in the series on ‘Accounting dynamics’, one in the 
Easter term and the other in the Michaelmas term. Both 
lectures were published in Accounting Research and repro- 
duced in the reprint series. In the Lent Term he gave a 

per on ‘A formal review of social accounting’ to the 
iverpool Economic and Statistical Society. He also 
addressed a conference of The Association of Incorporated 
Statisticians at Oxford in September on ‘Economic account- 
ing: a study in conceptional relationships’, and in November 
he gave a paper on the same theme to the National Con- 
ference of the British Institute of Management at Harrogate. 
‘Ten open seminars-were held at the Hall on the following 


- 


Ee research’ — Prof. J. R. N. Stone (Cam- 

ridge). 

‘Regulating the level of stocks -Mr A. R. Llersic 

` (London). 

‘A case study discussion on an investment proposal 
involving cost calculations and alternative proposals’ — 
Prof. H. F. Craig (Harvard). 

‘Efficiency audits’ — Mr S. F. Twena (a research student). 

‘Some doubts about depreciation’ — Mr L. Goldberg 
(Melbourne). 

‘Economic and accounting concepts of costs and their 
relevance to policy decisions’ — Prof. D. Solomons 
(Bristol). 

‘Opportunity costs’ — Mr R. Warwick Dobson. 

‘Problems of social accounting’ — Mr D. K. Burdett. 

‘Operational research and accounting’ — Mr A. 
Wilford. 

‘Some aspects of American accounting’ — Prof. W. T. 
Baxter (London). 


At the invitation of Prof. C. F. Carter, Prof. Bray formed 
an accountants’ advisory group to give evidence on the 
financial, taxation and death duty implications affecting the 
application of research developments by firms, to members 
of the Science and Industry Committee appointed by The 
Royal Society of Arts, The British Association for the 
Advancement of Science and The Nuffield Foundation. 
Three meetings have been held at the Hall. 

The group of accountants and economists formed to study 
inter-firm comparisons with members of the British Insti- 
tute of Management has held eight meetings at the Hall and 
has now reached the report stage. 

- The special committees formed to consider (1) the effect 
of de-rating and re-rating on industrial costs; and (a) internal 
auditing, have also reached report stages in their work. 

The long-term study in International Comparisons in 
Local Government Finance, under the direction of Mrs 
Ursula Hicks, has made progress during the year, but 
in view of the quantity of data made available from all parts 
of the world it will be some time before an interim report 
can be issued. 

A number of books are proposed on research subjects, 
but in view of rising publication costs some restriction will 
have to be placed on their order of appearance. 

The manual on costing and management accounting in 
the footwear industry has entailed more detailed work than 
was expected but it will be published in 1956. 

ork is proceeding on a revision of Standard Practice in 
Auditing. Other contemplated publications include Working- 
Capital in Periods of Fluctuating Values, and Cost Control as 
to the Measurement of Productivity Efficiency in a 
Specialist Industry. 

The collection of data for the next issue of the Register of 
International Research in Accounting is proceeding. In view 
of its wide coverage very considerable work is involved in 
its preparation, but it should be ready for publication in 
1957. 

The proposed text on the Accounting Application of 
Statistical Methods has been the subject of further study 
during the year. Those concerned with its preparation and 

on are anxious that it should be an essentially prac- 
tical text. As a consequence, this is involving further 
revisions and a re-writing of the text. 

During the coming year it is hoped to make a start on 
the auditing and other implications of electronic accounting. 

The professor has again received a number of visiting 
scholars at the Hall, and has been in frequent communica- 
tion with universities, research institutions, professional 
bodies and other correspondents overseas. He has advised 
members of the profession on post-graduate degrees and 
has been referred to by graduates wishing to qualify as 
accountants. During the year he attended Durham Univer- 
sity as External Examiner in Accountancy. 

The professor has been consulted on accounting matters 
affecting specialist research contributions in other fields of 
inquiry, and by district societies concerned to promote 
research in their own areas. At the end of the year, twenty- 
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seven members were registered as research students. 

In April, Mr T. W. South spoke on the research work of ` 
the Society at a luncheon meeting of the Birmingham and 
District Society. ` 


Branches and District Societies 


The Council again records its indeBtedness and gratitude 
to the officers and committees of branches and district 
societies for their work on behalf of the Society. 

The annual conference between representatives of 
branches and district societies and members of the Council 
was held in London on May 18th. Other meetings between 
presidents, honorary secretaries and officers of the Society 
were held on May 17th and November 3oth. 

During the year some 450 meetings were arranged for 
members and students. In addition, residential pre- 
examination courses were arranged by the Manchester, 
Bradford and Yorkshire District Societies and by the 
London Students’ Society. 

The rules for district societies were reviewed by the 
Council and revised rules have now been approved for 
adoption in 1956. 

The boundary between the London and East Anglia 
District Societies was adjusted and members in the Col- 
chester and Ipswich areas were transferred to the East 
Anglia District Society. Upon the resignation of Mr R. HL 
Taylor, the honorary secretaryship of the East Anglia 
District Society was assumed by Mr E. F. G. Turner. 


South African Branches 
A summary of the report of the South African branches is to 
be found on page 30.1 The membership of the three 
branches at December 31st, 1955, was 584. The number of 
articled clerks on the branch registers at that date was: l 





Western. 18 
Northern _ 283 
Eastern .. 5I 

. 352 


A South African Council has been established to co- 
ordinate the work of the three branches in the Union. At 
the first meeting in October, Mr A, R. Butcher, Durban, 
was elected an. 

In addition to the Society’s nominee, Mr A. R. Butcher, 
eight members of the present Public Accountants’ and 
Auditors’ Board are incorporated accountants, including 
the chairman, Mr J. C. Macintosh, and the vice-chairman, 
Mr R. H. Button. The Society is represented on each of 
the four local committees of the Board, 

The Council records with pleasure the visits to London 
in May of Mr G. E. Noyce, a former chairman of the Public 
Accountants’ and Auditors’ Board and Mr R. D. Meeser, 
the then chairman of the Northern Branch. In November 
Mr J. A. Jackson visited Johannesburg and addressed the 
members of the Northern Branch. 


Central African Branch 

The membership of the Central African Branch as at 
December 318t, 1955, was 113, and there were 49 articled 
clerks on the branch register. 

Twelve members of the Council of the Rhodesia Society 
of Accountants are incorporated accountants, including the 
President, Mr H. B. Hone, and the two Vice-Presidents, 
Mr S. G. Harsant and Mr W. B. Murray. 

The Council is pleased to record that the chairman of the 
branch, Mr J. Craig Allan, and Mr K. M. Lewis visited 
London in August and attended a meeting of a committee 
of the Council at which the problems of the profession in 
the Federation of Rhodesia and Nyasaland were discussed. 


Vice-President’s Visit to Australia 
In November the Vice-President sailed to Australia where 
he and Lady Yeabsley were entertained in Melbourne, 
Sydney and Brisbane by the Councils and some of the State 
Councils of The Institute of Chartered Accountants in 


1 Not reproduced. — Editor. 
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' Australia and of the Australian Society of Accountants. 
| Si Richard and Lady Yeabsley also had the pleasure of 


| meeting a number of incorporated accountants in Sydney ` 


' and Melbourne. 

' The Council records its gratitude to the Australian 

| Institute and Society and to the members of the Society in 

| Australia for their great kindness and hospitality to Sir 
' Richard and Lady Yeabsley,. 


The Association of Accountants in East Africa 
| There is no branch of the Society in East Africa, but all 
| incorporated accountants are entitled to membership of 
| ‘the Association of Accountants in East Africa. This Associ- 
ation was established some eight years ago and its member- 
ship of approximately 170 includes members of the main 
United Kingdom and Commonwealth accountancy bodies 
| who are resident in East Africa. 
' Mr J. A. Jackson was invited to attend a meeting of the 
| Council of the Association in Nairobi in November at which 
i matters of common interest were discussed. The Council 
i records its gratitude to the Council of the Association for 
| the hospitality extended to Mr Jackson. 


| International Congress on Accounting, 1957 

_' The Seventh International Congress on Accounting will be 
‘held in Amsterdam from September oh to 13th, 1957. The 
| Netherlands Institute of Accountants (Nederlands Instituut 
| van Accountants) and the Association of University ‘Trained 
‘Accountants (Vereniging van Academisch Gevormde 
| Accountants) have appointed a Congress Committee under 


‘the chairmanship of Mr J. Kraayenhof, with Mr A. L. de © 


| Bruyne, Director of the Netherlands Institute, as secretary, 
land it is hoped to publish soon the outline programme for 
| the Congress. 

| Members who wish to be kept informed about the 
arrangements for the Congress are invited to communicate 
| with the Secretary. 


Anniversaries of Accountancy Bodies 

' Three important anniversaries were commemorated in 1955. 
In March The Institute of Chartered Accountants of Scot- 
land celebrated the centenary of The Institute of Account- 
ants and Actuaries of Glasgow. In May The Institute of 
Chartered Accountants in England and Wales celebrated 
its seventy-fifth anniversary at a banquet in Guildhall, and 
later in the same month the Netherlands Institute of 
Accountants commemorated its diamond jubilee at 
Scheveningen. 

| The Council records its gratitude to all three Institutes 


— Ni EE, ER tegen ee 


‘for the cordial welcome and generous hospitality extended 


(ro the representatives_who had the pleasure of representing 
ithe Society at these anniversaries. 


Incorporated Accountants’ Course 

A course, attended by 139 members, was held at King’s 
iCollege and Gonville and Caius College, Cambridge, from 
| September 22nd to 27th. Papers were presented by: 
| Mr W. G. A. Russell, on ‘Valuation of stock and work in 
progress’. 
| Mr H. Major Allen, Barrister-at-Law, on ‘Advising on 
| taxation’, 

Mr H. L. Layton, on “The changing pattern of audit 
| practice’. 
| The papers presented by Mr Russell and Mr Layton were 
subsequently printed as Practice Notes and copies of these 
and of the other Research Committee works . .. may be 
obtained on application to the Secretary. 
| There was also a discussion during the course on “What 
are the defects in the accountant’s contribution to manage- 
(ment, led by Mr W. F. Edwards and Mr J. A. Jackson. 

A dinner was held in King’s College on the last evening 
of the course when the Society had the pleasure of enter- 

ining the then Vice-Chancellor of the University (the 
Rt. Hon. H. U. Willink), Sir George Paget Thomson 
(Master of Corpus Christi), Mr A. W. Christmas (Vice- 
President of the New Zealand Society of Accountants), 
Prof. J. R. N. Stone (P. D. Leake Professor and an. honorary 
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member of the Society), and other representatives of the 


University. 

Society Dinners 
Dinners were held at Incorporated Accountants’ Hall in 
March, May and November at which the principal guests 
were the Lord Chancellor, Earl Jowitt, the Rt. Hon. 
Reginald Maudling, M.P., and Sir Harry Pilkington (the 
then President of the Federation of British Industries). 


Articles of Association and Bye-laws of the 
Council 
At an extraordinary general meeting held on May 17th, the 
Articles of Association were amended in the following 
respects: 

(1) A general increase of two guineas in the membership 
subscription rates payable by members in the United 
Kingdom and the Republic of Ireland except in the 
case of associates not in practice, where the increase 
is one guinea only. 

(2) A variation in the constitution of the Council to 

` provide that its membership shall in future consist of 
not more than thirty-six elected members (including 
at least one from Scotland) together with those past 
presidents of the Society who are willing to act. 

(3) Clarification of the position of a member suspended 
by the Disciplinary Committee under the provisions 
of Article 32. 

(4) Future EE of the Society’s List of Members are 
to be published at such intervals of time and on such 
terms as may be decided by the Council in the light 
of conditions prevailing from time to time. (The 
Council subsequently decided that the next edition 
shall be published in 1957 and that one copy shall be 
sent free of charge to each member). 


In July the Council adopted a new bye-law (Bye-law 27) 
under which, in the absence of special circumstances, 
articled clerks and bye-law candidates are now required to 
pass the Final examination within a period of ten and eleven 
years respectively after registration. 

Copies of the revised Articles 22, 32, 37, 40 (a), 46, 47, 
48, 49 and 69 (b) and of the new Bye-law 27 are circulated 
with this report. 


Disciplinary Committee 

Upon consideration of reports from the Disciplinary Com- 
mittee three members were excluded from membership of 
the Society at special meetings of the Council. In addition, 
two members were suspended by the Disciplinary Com- 
mittee from the rights and privileges of membership, one 
for one year and the other for eighteen months, and three 
other members were censured. 


Incorporated Accountants’ Hall 
Because of the cost the Council decided not to proceed for 
the time being with the proposed extension to the Hall. The 
necessary preparatory work wes completed by the Society’s 
architect and surveyors, and consequently, should circurn- 
stances alter, the work can be commenced without delay. 


List of Members 
The Council hopes to publish the next edition of the List of 
Members in the spring of 1957, and members who have not 


- yet notified changes of appointment and address which have 


occurred since the issue of the 1955 edition, are requested 
to complete and return the pre-paid postcard issued with 
this report. - 
The Society of Incorporated Accountants and 
Auditors of India 

In November 1952, the attention of the Council was drawn 
to the formation in Delhi of an accountancy organization 
with the title “The Society of Incorporated Accountants and 
Auditors of India’ which encouraged its members to use the 
designation ‘Incorporated Accountant’ and the initial letters 
‘A.S.A.A.’ and ‘F.S.A.A.’. 

In three Press notes dated September 3rd, 1953, October 
31st, 1953, and May 27th, 1955, the Government of India 
made it clear that the Indian organization was not cOnnected 
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in any way with the Society and that, unlike the Society, it 
was not recognized either by the Government of India or 
by the Institute of Chartered Accountants of India. 

In the circumstances the Council felt obliged to institute 
legal proceedings in India for an injunction to restrain the 
Indian organization from continuing to use a title so 
similar to that of the Society and for other appropriate 
relief. An application for an interim injunction pending the 
trial of the action was made, but was refused. On the advice 
of the Society’s legal advisers an appeal has been lodged, 
but has not yet been heard. 


Library 

During the year over 150 books were ase to the 
library. These, together with a number of books dating back 
to the sixteenth century, including a copy of what is thought 
to be the oldest book on book-keeping in English, Ympyn 
Christoffel’s Nouvelle Instruction of 1547, have been placed 
in the Gift Section shelves of the library. 

The Council records its gratitude to those members who 
donated books during 1955. 


Honours, Decorations and Awards 


The Council congratulates the following Incorporated 
Accountants named in recent Honours Lists: 


C.B.E. 
Vernon William Grosvenor, LL.B., Birmingham. 
John Angus Lancaster Gunn, Sydney. 
Arthur Hedley Mafshall, 8.sc., PH.D., Coventry. 
Victor Herbert Merttens, B.A., Nairobi. 
Bertram Nelson, Liverpool. 


0.B.E, 
Lloyd William Ambrose, Manchester. 
John Charles Boyle, Basingstoke. 
Harold Charles Cater, Freetown. 
Thomas Proudlove, London. 
Robert Sutcliffe, M.B.E., Middlesbrough. 


M.B.E. 
Richard William Henry Biss, London. 


Council 


The resignation in July 1955 of Mr H. J. Bicker, Bourne- 
mouth, from membership of the Council is recorded with 
regret. "Mr Bicker had served on the Council for four years. 
This vacancy has not been filled by the Council under the 
provisions of Article 48. 
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Mr W. H. Maraden, who has been a member of the 
Council for the past six years, will retire at the annual general 
meeting on May 16th, 1956, under the provisions of 
Article 49. The Council records with regret that Mr 


Marsden has intimated he will not seek re-election at that ` ` 


meeting. The following nine members also retire from the 
Council at the annual general meeting on May 16th, 1956, 
under the provisions of Arti Article 49, but, being eligible, offer 
themselves for re-election: John Ainsworth, Frederick 
Vernon Arnold, Robert Bell, Henry Brown, William 
Frederick Edwards, James Alfred Jackson, Hugh Oliver 
Johnson, Festus Moffat, Frederick Arthur Prior. 

As recorded earlier in this report, Article 40 (a) was 
amended at the extraordinary general meeting held in May 
1955, to provide that the Council shall consist of not more 
than thirty-six elected members (together with those Past 
Presidents of the Society who are willing to act). Since 
there are now only thirty elected members of the Council, 
which number will be reduced to twenty-nine on the retire- 
ment of Mr Marsden, there will be seven vacancies to be 
filled at the annual general meeting on May 16th, 1956, and 
the Council nominates the following members for election: 
Mervyn Bell, Fellow, Dublin; William Robert Booth, 
Associate, London; Percival Dorton Pascho, Fellow, 
Plymouth; John William Richardson, Fellow, Sheffield; 
E Harry Sutton, Fellow, Norwich; Robert Clifford 

Le Thomas, Fellow, Newport, Mon. — Ernest John 

dron, Fellow, Southampton. 


Auditors 
Mr Stanley I. Wallis, Fellow, and Mr James A. Allen, 
Fellow, have indicated their willingness to continue in office 
as auditors. 
Capel House (Medcalf) Trust . 

The accounts of the trust for the year ended December 31 t, 
1955, are annexed to this report) 

Col. Medcalf, the founder of the trust, continues to reside 
in Capel House, and the income of the trust fund to date 
has been accumulated and invested. 


Accounts 
The audited accounts of the Society are annexed. 
BERTRAM NELSON, President. 
RicHarD E. YEABSLEY, Vice-President. 
I. A. F. Craig, Secretary. 
Incorporated Accountants’ Hall, 


London, WCa. April roth, 1956. 


" THE INCORPORATED ACCOUNTANTS? 
BENEVOLENT FUND 


We reproduce below the sixty-third annual report of the Trustees for the year 
1955, presented at the annual meeting of the subscribers, held at Incorporated 
Accountants’ Hall on May 16th, 1956. 


Report of the Trustees 


‘The revenue of the fund in 1955 at £4,361 shows an increase 
of £55 over that in the previous year, The rules limit the 
expenditure in any one year to the amount of the income 
derived in the previous year from subscriptions and divi- 
dends from investments. The income from these sources 
during the last five years was: 


Dividends from investments 
and tax recovered from 
dividends and covenanted 
Year Subscriptions subscriptions _ Total ' 
£ £ £ 
Lost 2,346 . 1,125 3,471 
1952 2,460 1,281 3,741 
1953 2,445 ` 1,849 45294 
1954 2,464 ' 1, 84a 306 
1955 °° 2,462 1,899 4,361 


The Trustees express deep gratitude to all who con- 
tributed to the fund, and particularly desire to record their 
special appreciation of the following gifts during 1955; 


T. C. Fitton Will Trust (sixth and seven £ 


grants) 155 
Estate of W. N. Bubb, decd. (legacy) 105 
J. W. Gibson, Bramhall, Cheshire dee sub- 

soe) i - . 5ọ 

South African Western Branch fe eg 31 
Incorporated Accountants’ Lodge .. Ss 26 


The Trustees are particularly appreciative of the manner 
in which a number of donors have responded to the appeal 
to make contributions by way of covenanted subscriptions; 
the increase in the revenue reflecta the advantage of this 
method of payment. , 

The Trustees also invite the particular attention ‘of 


1 Not reproduced. — Editor. 
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members of the Society to the form of bequest to the 
Benevolent Fund, which the honorary solicitors have 
kindly drafted and which will be found on the enclosed form. 
| Certain cases, where grants had been made for a specific 
purpose, were closed during the year, but nine new applica- 
tions were received bringing the total number of bene- 
ficiaries in 1955 to fogty. The circumstances of certain 
beneficiaries indicate that it may be necessary to continue 
grants for several years; this, in turn, gives rise to a corre- 
ponding need for a continuance of and an increase in 
subscriptions to the fund. In accordance with the estab- 
lished practice, the expenses charged to the fund are 
strictly limited to the cost of printing and postage. 
| In view of the further fall in the market value of trustee 
investments, the Trustees have decided to transfer £2,000 
to Investment Depreciation Reserve. 

_ The grants made during 1955 can be classified as follows: 





No. of Total 
` Cases Grants 
i Widows and dependants of de- 
ceased members 20 1,912 
| Education and support of children 13 1,314 
| Membera or former members .. rj 543 
| 40 £3,769 
' The EH EE was as follows: 
' Cheshir 4 London and the pane 
Derbyshire I Counties .. e Ja 
' Devonshire .. fe Nottinghamshire » 4 
' Gloucestershire Be Scotland as ee 
Hampshire I Somerset ; 2 
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Isle of Wight I Sussex 5 
Lancashire .. jao Wales .. I 
Leicestershire e, I Warwickshire I 
Yorkshire 2 


The amounts disbursed to beneficiaries during hë past 


five years was: E ZE No. of 
Year EE Beneficiaries 
Lost 2,794 30 
1952 3,280 39 
1953 3,640 41 
1954 3,640 35 
799 


1955 a ae 40 

The Trustees wish to place on record warm appretiation 
of the assistance received from honorary secretaries of 
district societies, not only in obtaining information about 
applications but also in maintaining personal contact 
between the fund and its beneficiaries. 

Mr James A. Allen, Incorporated Accountant, London, 
has indicated his willingness to continue in office as honor- 
ary auditor, and the Trustees desire to record their grateful 
thanks for his services to the fund. 

Dated this 14th day of March, 1956. 

Percy TOOTHILL, Chairman. 
C. Percy BARROWCLIFF 
R. WILson BARTLETT 
R. M. BRANSON 
E. CA8SLETON ELLIOTT 
I, A. F. Craic, Hon. Secretary. 

Incorporated Accountants’ Hall, š 

London, WCz2. 


Trustees. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


SEVENTY-THIRD ANNUAL GENERAL MEETING 


The seventy-third annual general meeting of the 
Chartered Accountant Students’ Society of London 
was held in the Oak Hall of the Institute on April 27th. 
' The President of the Society, Sir Harold Gillett, 
M.C., F.C.A., was in the chair, and also present were 
Sir Harold "Barton, F.C.A., Sir Harold Howitt, G.B.E., 
D.S.0., M.C., F.C.A., and Mr Douglas A. Clarke, LL.B., 
E.C.A., Vice-Presidents of the Society, together with 
the Chairman and the Vice-Chairman of the London 
and District Society of Chartered Accountants, Mr 
R. D Matthews, B.COM., F.C.A., J.P., and Mr W. E. 
Parker, Cap, F.C.A., in their respective capacities as 
Honorary Treasurer and an Honorary Auditor of the 
Students’ Society. Just over 100 members were present. 


Í Membership 

The committee’s tenth annual report since. the end of 
the war commences by pointing out the almost 
phenomenal growth in the Society’s membership 
during that period — from 400 to well over 4,000 
indeed, the total at the end of 1955 was only seventy- 
five short of 5,000. New branches have been started 
during the year for members in the Guildford and 
Bedfordshire areas, 


Meetings and Lectures 

Besides the four general meetings held during the year — 
which included the President’s meeting in Guildhall, 
when Sir Hartley Shawcross, Q.C., M.P., addressed an 
audience of 1,000 members — eight lecture courses 
were held. There were also two mechanized account- 
ancy demonstration courses, a mock income tax appeal 


and a mock company meeting. 


A feature of the year’s work was the second resi- 
dential course held at University College, Oxford, 
which was attended by 114 students. 


Other Activities 

Other activities included visits to banks, the Courts, 
and industrial undertakings. There was also a pro- 
gramme of debates. The response to the competjtion 
for reports submitted by members on any of the meet- 
ings in the spring session of general lectures, say the 
committee, ‘was negligible and most disappointing’. 

The annual dinner at Grosvenor House was 
attended by over a thousand. Members were also active 
on the sports field, and at chess and bridge. 


Accounts 
The accounts for the year to December jist, 1955, 
show a surplus of £1,885 compared with £1,578 in 
1954. This is attributed partly to the increase in 
membership during the year and partly to a ‘consider- 
able fall in the cost of upkeep of the library’. 


Adoption of Report and Accounts 
The adoption of the report and accounts for 1955 was 
briefly proposed by the President, Sir Harold Gillett, 
M.C., F.C.A. In seconding the adoption the Chairman of 
the Committee, Mr G. B. C. Hughes, B.A., A.C.A., said 
that the substantial surplus shown by the accounts had 
not been expected. It arose from the continued increase 
of membership. Future years were likely to show less 
favourable results in consequence of a probable increase 
of rent and other charges for the Society’s premises 
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after the expiry of the present lease in about a year’s 
time, the higher cost of keeping the library up to date 
with new editions, and the inevitable increase of staff 
cost. 

He referred to the very great increase in the member- 
ship of the Society since the war and in the scope of 
its activities. The size of the Society made it possible 
to plan on a large scale. The Oxford residential 
course was an example; places for about 150 would be 
available this year. But the size of the Society also 
increased the cost of quite simple activities; he men- 
tioned that an ordinary circular to members involved 
an expense of £40 to £50, and the accountancy school 
circular and reply card had cost £80. The Society was 
always on the look-out for new ideas and he urged 
members to put up more suggestions for discussion. 

It was noticeable that members failed to respond to 
arrangements requiring their active participation, such 
as debates, discussions and essay competitions, though 
the debates were supported by a small but keen body 
of students. The Chairman emphasized afresh the 
importance of getting to know the profession. This 
applied specially to students in small and medium 
offices of which most of the membership consisted. At 
the student stage there was a unique and short-lived 
opportunity whgn they all had the. same common 
ground of study and examination troubles. Members 
of the London Society were specially favoured by 
reason of the large number of leading members of the 
profession who were available and took a personal 
interest in students. 

After a number of questions had been put by 


THE .ACCOUNTANT 


Gillett, M.C., F.c.A.. Mr Hugh 
for the amount of time, person 


May 5th, 1956 


members and answered, -the resolution that the report 
and accounts be received was passed nem. con. 


Election of Officers 
Proposing the re-election of the President, Sir Harold 
thanked Sir Harold . 
interest and influence 
which he gave to students, despite the many calls upon 
him as an alderman of the City of London, a member 


of the Council of the Institute and a busy practitioner. 


Seconded by Mr McCracken, the resolution was 
passed with acclamation. 

The re-election of the retiring Vice-Presidents, Sir 
Harold Barton, F.GA., Sir Russell Kettle, ¥.c.a., and 
Sir Thomas Robson, M.B.E., MLA., F.C.A., Was proposed 
by Mr McCracken who expressed the thanks of the 
Society for the advice and support which it received 
continually from these leading members of the 
profession. 

The re-election of the honorary treasurer, Mr R. P. 

Matthews, B.COM., F.C.A., J.P., and of the honorary 
auditors, Mr W. E. Parker, C.B.E., F.c.A., and Mr H. 
Garton Ash, ong, M.C., F.C.A., Was carried and they 
were accorded a vote of thanks for all that they had ` 
done and were doing to help the Society. 
_ The retiring members of the committee were re- 
elected and Mr G. Duncan, B.sc.(RCON.) and Mr B. M. 
O’Regan, B.SC.(ECON.), were elected to fill the two 
vacancies which remained. 

The meeting ended with a very hearty vote of thanks 
to Sir Harold Gillett for his conduct of the meeting and 
for his ready help to the Society. 


LONDON STUDENTS’ COLUMN 


News from ‘the London Chartered Accountant Students’ Committee 


The sprmg session of lectures has now been completed 
and by the time this Column is in print the annual 
general meeting will have been beid This is the time 
of year when the subcommittees whose duty it is 
to arrange the various activities for the autumn session, 
move into high gear. Already provisional dates and 
subjects for meetings have been considered. The 
arrangement of lectures will follow the general pattern 
which has proved successful in the past, and some 
particularly interesting subjects are planned. 


Debates 


‘Twenty-three members attended a dinner debate at 
which motions were drawn from the hat. At the same 
meeting members were invited to indicate the most 
convenient arrangement of the debates to be held in 
the autumn session. It was decided almost unanimously 
that the meetings should be held at fortnightly intervals 
and the committee have adopted this suggestion. 

Following the conclusion of the spring course, 
prizes have been awarded to Mr G. Duncan, B.8C. 
(Con. and Mr B. O’ Regan, B.sc.(ECON.). 


| Mock Arbitration 
Three hundred members were present at the Charteredl 
Insurance Hall to hear the mock arbitration which 
concerned the transfer price of a minority holding of 
shares in a private limited company. Arbitration is,a 
subject which all students have to study but one of 
which few have the opportunity of practical experience. 


This meeting provided a clear demonstration of the 
procedure involved. The arbitrator, Mr J. H. Mann, 
M.B.E., M.A., F.C.A., gave a brief preliminary explanation- 
of the principles before conducting the hearing. He 
affirmed that an important point in practice is to give 
no reasons when making an award and therefore to ` 
avoid subsequent argument. 
Sports 

The following matches have been played: 
Association Football 

u. Incorporated Accountants’ Students’ Society: 

Won 5-3. 

v. London Hospital: Drew 1-1, 
Rugby Football - 

v. Solicitors’ Articled Clerks’ Society: Won (ig. 
Squash 

vw. Lloyds: Lost 1—4. 

v. Old Harrovians: Lost 1-4. 
Chess | 
v. Solicitors’ Articled Clerks’ Society: Won 4-14. 


Society Colours 

Members are reminded that the following colours are 
available, and those wishing to purchase them may 
obtain details from the Assistant Secretary: rayon tie, 
rayon square, silk tie, woollen scarf, blazer badge. 

There is also a tie in the colours of the Union of 
Chartered Accountant Students’ Societies which 
members of the London Society are entitled to wear. 
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INSTITUTE RECOMMENDATIONS 
' No. XI; Excess Profits Tax Post-war Refunds 


Recommendation XI of The Institute of Chartered 
Accountants in England and Wales was published on 
July 19th, 1946. 

ı During the Second World War a tax on excess 
profits, known as the excess profits tax (E.P.T.), was 
levied on certain businesses, and in 1945 arrangements 
were made that there should be a refund of part of the 
tax that had been paid by such businesses. Before such 
-a refund was made, however, the proprietors of the 
business had to give an undertaking to the Inland 
Revenue that the refund would be used in developing 
of re-equipping the trade or business, and that it would 
not be distributed by way of dividend. 

Certain accountancy problems were then raised as 
to the manner in which this refund should be treated 
in the balance-sheet of the business, and it became 
common practice to show it as a separate item under 

ital or revenue reserves. . 

Recommendation XI dealt with some of the problems 
which then arose, but in Section 32, Finance Act, 1953, 
all restrictions on the manner in which this E.P.T. 

d might be used were removed. Following. this 
change in the law, the Council of the Institute: pub- 
lished a futher recommendation which now states: 

‘The Council now recommends that unless there 
| exist special circumstances, the excess profits tax post- 
' war refund reserve or suspense account should be 
| classified as a reserve (capital or revenue, according to 
whether the amount is regarded as being available for 
distribution), without the necessity for any special 
description indicating its source, and that following 
Recommendation VI it should cease to be shown separately 
im the balance-sheet.’ 


| GPA EXAMINATIONS 


British accountancy students may be interested to 
compare their own examination papers with those 
currently set in the United’ States. The following 
question is taken from the Commercial Law paper of 
the Uniform Certified Public Accountant Examination 
in November 1955, reproduced in the December 
955 issue of The Journal of Accountancy, New York. 


‘Write the numbers r through 10. Opposite each 
| number write the word true if the statement is true and 
" the word false if the statement is not true. Grade will be 
| based on the number of correct answers, Reasons are 
; Dot to be given. 

1. Where the seller delivers to the buyer a quantity 
| of goods larger than he contracted to sell, the buyer 
| must accept or reject the whole quantity of goods 
| . delivered. 
| 2. Where there is a breach of warranty by the seller, 
| the buyer can accept or keep the goods and main- 
tain an action against the seller for damages for 
| 
H 


Drang acetate re a 


breach of warranty. 
3. The right of stoppage in transit exists only when 
the buyer is or becomes insolvent. 
4. An implied warranty of fitness for a particular 
` purpose may be annexed by the usage of trade. 
5. In all contracts to sell specific goods the property 
in the goods passes to the buyer when the contract 
is made. 
6. Where there is a contract to sell unascertained 
goods by description, and unless a different inten- 
` tion appears, the property in the goods passes to 
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the buyer when the goods are.put in a deliverable 


state. 

7. In a delivery ‘on sale or return’ the property passes 
to the buyer on delivery. 

8. In a contract to sell by sample there is an implied 
warranty that the bulk shall correspond with the 
sample in quality. 

g. If the seller has only voidable title, the buyer 
cannot obtain good title. 

10. The unpaid seller loses his lien when the buyer 
lawfully obtains possession of the goods.’ 

We wonder if Biitish students would favour the 
abbreviated style of question which has at least the 
virtue (from the examiner’s point of view, if not 
the students’) of covering a wide field of subjects in a 
short time. 

For those readers who would like to test their own 
knowledge of commercial law, we give the appropriate 
answers to these questions according to English law 
at the end of ‘For Students’. 


MERCANTILE LAW 
Contracts , 


For a contract to be enforceable at law, five funda- 
mentals must be present: these are offer and acceptance; 
consideration or seal; legal capacity; legality; and 
genuine intentions. 


Offer and acceptance 

Offer and acceptance are the very foundation stones 
of contracts. There must be a clear offer by a proposer 
and an equally clear acceptance by the party to whom 
the offer was made. Acceptance may normally be made 
only by the person to whom the offer was addressed; 
but where the offer is made at large, anyone may accept 
the offer and thereby bind the proposer to the terms 
of the contract. Acceptance must be unconditional and, 
although it must normally be communicated to the 
proposer, in certain cases where the proposer has 
shown that he will dispense with such communicated 
acceptance the contract is binding on the acceptor 
who carries out the terms of the contract. The classic 
case where notification of acceptance of an offer was 
dispensed with was that of Carlill v. Carbolic Smoke 
Ball Co ([1893] 1 Q.B. 256). 


‘Consideration 


Consideration has been defined as being: 

‘Some right, interest, profit, or benefit accruing to the 
one party, or some forbearance, detriment, loss, or 
responsibility given, suffered, or undertaken by the 
other.’ (Currie v. Misa ((1875) L.R. 10 Ex. at p. 162).) 
Strictly, consideration in an ordinary contract flows 

both ways: one party will receive goods or services as 
consideration and the other party will recetve money as 
consideration. To support a contract at law it is 
necessary that the consideration should not be past. 
Thus, a gift of money yesterday is in law no considera- 
tion for a promise made today. 

Where consideration is absent in a contract, the 
contract must be under seal. A common example of 
this lies in deeds of covenant, whereby the settlor 
undertakes to pay a certain sum, usually at regular 
intervals, to the recipient without any consideration 
flowing from the recipient to the settlor. 
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Legal capacity 

Infants, lunatics and drunkards have in common a 
limited capacity to énter into contracts. In the case of 
infants, contracts may usually be enforced against 
them only if such contracts are for necessities. A 
drunken person is in a similar position in law; whilst 
a lunatic who is insane at the time of making the 
contract cannot have the contract enforced against 
him. Certain restrictions also apply in the case Së 
certain corporations. 


Legality 

The subject-matter of a contract must be legal for the 
contract to be enforceable at law. Generally, four 
broad groups of illegal contracts are identified in law, 
these being: 


(1) those to commit a crime or civil wrong; 

(2) those in restraint of trade (subject to certain 
exceptions); 

(3) those contrary to public policy; 

(4) those contrary to statute law. 


Genuine intentions 

A contract will only’ be enforceable at law if it is 
entered into by both parties with genuine intentions of 
becoming a contract. Thus, a form of written contract 
signed as a joke or as a demonstration will not make a 
valid contract. The essential feature in this matter 
is that there be consensus ad idem. In other words, 
agreement as to the subject matter, the terms, and the 
making of the contract. 


Contracts with Minors 


Readers may have read in the daily Press of a recent 
case before a London County Court, which illustrated 
the principle of law that there are restrictions on the 
making of valid contracts with infants. 

A young man (over 21) and a girl (under 21) went 
out to dinner in the West End. After a champagne 
dinner, the young man excused himself for a moment 
at 1.30 a.m. and failed to return. The girl was faced 
with the bill for £6 11s, which she could not pay. The 
restaurant sued her for this sum. 

In giving judgment against the restaurant, the 
Registrar said: 

“Nobody would suggest that a champagne dinner at 
that hour of night is necessary nourishment. It is fun. 
As the defendant is an infant, and the meal was not a 
necessity, the case must fall to the ground.’ 

One is obliged to assume that if the service of a meal 
to an infant is unduly prolonged, the restaurant’s 
claim that the food was ‘necessary nourishment’ might 
well succeed. This in turn may result in there being 
two types of restaurant in the West End — the quick 
and the debt! s 


AUDITING 
Missing Vouchers 


In virtually every. audit there will be some receipts, 
invoices or other vouchers which have been mislaid by 
the client or which, for some other reason, cannot be 
produced to the auditors. In some cases special 
circumstances may be present, as with builders, where 
an invoice is often sent to the client in support of a 
‘rise and fall’ claim. 

The standard procedure, as all auditing text-books 
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state, is for a list to be compiled of the missing vouchers. 
For this purpose a junior audit clerk is usually engaged 
to work through a journal or cash-book noting and 
listing those items against.which a vouching mark does 
not appear. This part of the audit routine is relatively 
simple: what is not so simple is to decide what action. 
should be taken when the list of missing vouchers has 
been prepared] 


It is quite absurd to suggest, as do some authorities, 


that every missing voucher must be produced by the 
client or a duplicate thereof obtained. In many cases 
the so-called missing vouchers relate to expenditure 
for which,no vouchers are ever produced — e.g. small 
travelling expenses. It would be ludicrous to suggest 
that bus tickets must be produced for every expense 
incurred on bus fares — though even this has been 
known to occur. A similar position arises with many 
other expenses of a small nature — e, g. postages, petrol 
and entertainment expenses. 

It is usually the responsibility of the senior or 
managing clerk in charge of the audit (subject to the 
ruling of the partner) as to which vouchers to press for 
and which to ignore. Those of a regular or small 
nature may usually be forgotten, but great care must be 
taken in deciding which of the other vouchers the 
auditor is going to insist upon seeing. Where the 
vouchers are missing from the usual files simply by 
reason of the fact that they have been placed on other 
files, a preliminary inspection and suitable inquiries 
should be made first. Thus, purchase invoices, which 
have been entered wrongly may be found upon the 
transfer journal file as authority for a subsequent 
correcting journal entry. Other vouchers may have 
been misfiled, as with the telephone accounts, which 
are invariably filed alternatively under ‘G’ (General 
Post Office), ‘P? (Postmaster-General), and “T? 
{telephone account). 

In many cases it will be possible to find alternative 
documentary evidence of the expense incurred or of 
the payment made. A returned cheque may be good 
evidence of the payment of money, particularly if it 
was crossed ‘Account payee only’ and the endorsement 
is legible. Purchase invoices may be replaced by 
delivery notes and items in suppliers’ statements. 
Receipts for insurance premiums may be contained in 
the policy itself. 

When it has been decided which missing vouchers 
the client is going to be requested to produce or replace, 
nothing should be allowed to divert the auditor’s 
determination to secure adequate documentary evidence 
of the transaction under inquiry. Where there are many 
items, apparently of a routine nature, which require 
such documentation, the auditor may confine his 
queries to a sample period, but, although the client 
may protest that suppliers will be ill-pleased with 
having to produce duplicates for invoices which have 
been mislaid, a firm insistence in the first year will 
frequently have beneficial effects upon the client’s 
filing system in future periods. 

In the matter of missing vouchers, as with so many 


_ other facets of auditing, the auditor must be cautious 


yet reasonable, polite yet firm, and thorough yet 
thoughtful. 


Answers (according to English law) to the C.P.A. ‘Com- 
mercial Law’ paper given on page 517: 

(1) False e True 3} True | tf) True 

5) False 3 False (7) False 8) True 

9) False (10 


True 
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ss NOTES AND NOTICES. 


' The Institute of Chartered Accountants 
| in England and Wales 


THE Presipent’s DINNER 


The President of the Institute, Mr W. S. Carrington, 
IF.C.A., gave a dinner in the Hall of The Institute of 
Chartered Accountants in England and Wales, 
Pees Place, London, last Tuesday evening. 


| The following guests were present: 


© Dr A. M. Allen, Messrs W. M. Allen, F. W. Bailey, 

R. W. Bankes, c.p.z., W. L. Barrows, Sir Harold Barton, 

Sa A. Hamilton Baynes, H. Beer, c.B., J. H. Bell, 
o. J. D. Berger, M.C., Sir Bernhard Binder, Messrs T. 

Fleming Birch, James "Blakey, Sir Ian Bolton, Bt., o eee 

HLMLL., Messrs C. W. Boyce, €.B.8., N. E. Bruckland, M 

V, M. Burton. 


_ Messrs W. G. Campbell, P. F. Carpenter, W. D. 
Carrington, L. F. Cheyney, D. A. Clarke, J. Clayton, 
Frank Cleland, Lord Cohen, Messra Kenneth D. Cole, 
‘A. F. B. Cooke, E. C. Corton, J. Cowen, [. A. F. Craig, 
GER Sir Gerald Curteis, K.c.v.o., Mr W. F. Curtis. 


| Messrs W. G. Dengem, A. S. H. Dicker, M.B.£., S. Dixon, 
John Donaldson, Hon. Mr Justice Donovan, Mr R. K. 
POR Rev. A. John Drewett, Messrs Derek du Pré, 
O. Frank, George R. Freeman, J. W. Gauntlett, P. F, 
ranger, Sir "Henry Hancock, K.C.B., K.B.E., C.M.G., Brig. K. 
argreaves, M.B.E., T.D., Lord Harlech, K.G., G.C.M.G., 
Messrs M. G. J. Harvey, D. V. House, D. P. Hubbard, 
Sir Harold Howitt, ong, D.8.0., M.C., Mr H. Nutcombe 
Hume, C.B.8., M.C. 


| Messrs T. R J SE E. W. G. Joicey-Cecil, Sir Russell 
Kettle, Messrs J. Latham, c.p.z., J. C. Latham, D.L., R. L. 
Latimer, W. H. Lawson, c.B.z., Sir Frank Lee, K.C.B., 
C.M.G., Messrs R. B. Leech, M.B.E., T.D., M. A. ‘Liddell, 
John D. Lord, C. H. S. Loveday, Thomas G. Lund, C.B.E. 


| Messrs E. N. Macdonald, p.F.c., E. H. V. McDougall, 
Alan S. MacIver, M.c., R. McNeil, E. H. S. Marker, Cp. 
. F. Masters, M.B.E., "RP. Matthews, Sidney H. Mearns, 

. D. Morley, F. S. Mowforth, Bertram Nelson, Cap. 
W. Charles Norton, M.B.E., M.C., L. J. H. Noyes, George 
Nicholson, F. C. Osbourn, M.B.E. ` 


Messrs G. D. Paterson, H. P. Patterson, S. John Pears, 
C. U. Peat, M.C., E. W. Playfair, cp, R. H. Quiney, P. M. 
Rees, M.C., Charles Reid, D.8.0., P. V. Roberts, L. W. 
Robson, Sir Thomas Robson, M.B.E. 


Messrs G. F. Saunders, Gilbert D. Shepherd, M.B.E., 
K. G. Shuttleworth, pa Smallpeice, C. M. Strachan, 
opp. Ernest Sugden, C. A. Surtees, E. Duncan Taylor, 


H. W. Thomson, G. L. CG Touche, Sir James Millard- 


Tucker, Q.C., Messrs E. G, Turner, M.C., S. V. Turner. 


| Messrs L. W. Underwood, H. W. Vaughan, C.- G. 
Vaughan-Lee, D.S.C, A. D. Walker, Sir Nicholas Water- 
house, K.B.E., Messrs Guy Waterworth, M. Wheatley Jones, 
Douglas H. smith, Ge W T.D., E. F. G. Whinney, C. A. 
Whittington-Smith, W. Wilks, T.D., R. P. Winter, M.C., 
T.D., D.L., R. Wood e 


! There were no formal speeches. The President 
proposed the loyal toast and Lord Cohen proposed 
the health of the President, who briefly replied. The 
company was entertained by Miss Marion Studholme, 
soprano, and Mr Denis Gowling, baritone, accom- 
panied by Mr Tom Hammond at the piano. 


| 


TAXATION AND RESEARCH COMMITTEE 

The eighty-fifth meeting of the Taxation and 

Research Committee was held at the Institute 

on Thursday, April roth, 1956, at 2 p.m. 
Present: Mr J. Latham, cap, (in the chair). Messrs C. W. 
Aston, T. Fleming Birch, F. Carruthers, P. F. Carpenter, 
W. R. Carter, J. Cartner, J. Clayton R. W. Cox, C. 
Croxton-Smith, W. G. Densem, S. Dixon, S. M. Duncan, 
A. R English, F. J. Eves, E. S. Foden, G. G. G. Goult, 
S. C. Hand, N. B. Hart, ong, T.D., W. S. Hayes, G. N. 
Hunter, P. D. Irons, F. M. Kellett, S. Kitchen, G. W. 
Knight, E. N. Macdonald, pose, J. H. Mann, M.B.E., 
G. P. Morgan-Jones, F. S. Mowforth, W. E. Parker, c.3.4., 
J. H. Plant, A. Rayner, A. G. Thomas, L. W. Underwood, 
J: W. Walkden, F. J. Weeks, E. F. G. Whinney, and E. K. 
Wright, with the Secretary. 


Standing Sub-Committees 
Reports from the following Standing Sub-Committees 
were received: 
General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
- Taxation Sub-Committee. 
Planning Sub-Committee. 


Ad hoc Sub-Committees 


Reports were received from. five special sub- . 
committees. 
Future Meetings 


The next meeting of the Committee was fixed for 
Thursday, June 21st, 1956, at 2 p.m., and the dates 
for other meetings in 1956 are: 


‘Thursday, September 2oth, 1 1956. 
a October 18th, 195 
2 December goth, 1956. 


Personal 


Messrs CHAPMAN & NEwBERY, Chartered Acc®unt- 
ants, P.O.B. 197, Galata, Istanbul, announce that 
Mr L. J. CHAPMAN, F.C.A., is shortly retiring from the 
partnership and will take up an administrative 
appointment in Izmir. The practice will be continued, 
in the same name, by Mr R. A. NEWBERY, M.A., F.C.A. 

Messrs Bowker, Orrorp & Co, Chartered 
Accountants, of 26-28 Hallam Street, Portland Place, 
London, Wi, announce that they have taken into 
partnership as from May rst, 1956, Mr K. W. JONgs, 
A.C.A., and Mr J. Symon, GA, who have been mem- 
bers of their staff for a number of years. 

Messrs BARKER, SMILES & Co; Chartered Account- 
ants, of 6 Grafton Street, London, W1, announce 
that, with effect from May rst, 1956, Mr RANDULPH 
B. BARKER, B.A., F.C.A., is,- by mutual agreement, 
retiring from the firm. 

Messrs BARKER, PrestoN & Co, Chartered 
Accountants, announce that, with effect from May 
rst, 1956, their addreas has been changed from 
6 Grafton Street, London, W1, to 14 Bloomebury 
eau London, WC. 
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Messrs Lescuer, STEPHENS & Co, of 6 Clement’s 
Lane, Lombard Street, London, EC4, announce that 
Mr E. F. L. SALMONS, A.g.a.a., and Mr J. T. 
ANDREWS, A.S.A.A., both of whom have been with 
the firm for many years, have been assumed as 
partners. The style of the firm remains unchanged. 


Messrs ARTHUR Younc & Co, of 31/45 Gresham 
Street, London, EC2, announce with deep regret 
the death on April 11th, 1956, of their partner, Mr 
ALBERT ROYLE, F.C.A., in his sixty-ninth year. The 
practice will be continued by the surviving partners 
under the same style as heretofore. 


Messrs Bourner, Buttock & Co, Chartered 
Accountants, 17 Albion Street, Hanley, Stoke-on- 
Trent, announce that they have taken into partnership 
as from May ist, 1956, Mr Norman E. DUNNING, 
A.C.A., who served his articles with the firm and has 
been associated with it since. 


Messrs Broaps, PATERSON & Co, Chartered 
Accountants, of 31/45 Gresham Street, London, 
EC2, announce with deep regret the death on April 
Ltb, 1956, of their partner, Mr ALBERT ROYLE, 
F.c.A., in his sixty-ninth year. The practice will be 
continued by the surviving partner under the same 
style as heretofore. 


Messrs MELLORS, BASDEN & FE Chartered 
` Accountants, of 1 King John’s Chambers, Bridle- 
smith Gate, Nottingham, announce that as from 
Ne Ist, 1956, they have admitted into partnership 

Mr JosEPH DAYKIN, A.C.A., who has been connected 
with the firm for a number of years. The Ss of 
the firm will remain unchanged. 


Professional Note 


Mr C. J. B. Sawbridge, A.C.A., has been appointed 
deputy chief accountant, of the South Eastern Gas 

in succession to Mr R. N. Barnett, T.D., 
F.8.A.4., who has retired. 


In Parliament 


ESTATE Duty: COPYRIGHT VALUATION 


= Mr Pitman asked the Chancellor of the Exchequer 

(1) the new: basis adopted by the Inland Revenue 
and accepted by the Public Trustee for the valuation 
of the copyright of the late George Bernard Shaw’s 
estate; how it differed from the basis hitherto adopted 
by the Inland Revenue; and why it differed. 

(2) What total annual income, before tax, what 
rate of interest and what rate of change in receipts 
from copyright need to be assumed over three and 
seven years and the life of the copyright to provide 
for a valuation of {500,000 under the new basis of 
valuation. 

Mr H. Macmiuian: The only basis of valuation of 
copyrights for estate duty purposes is the statutory 
one, namely, the price which they would have 
fetched if sold in the open market at the time of the 
death’ of the deceased. There is not, and never has 
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been, any standard formula or rule for applying this 
basis to particular cases. Valuation is made in each 
case by reference to its own facts in the light of 
expert opinion obtained. No question of old or-new 
bases of valuation therefore arises. 


Hansard, April 24th, 1956. Oral Answers. Col. 1591. 


Tax EVASION: COVENANTS 


Mr G. M. THomson asked the Chancellor of the 
Exchequer if he will make an investigation into the 
extent of tax evasion being engaged in by parents 
who make mutual arrangements to use seven-year 
covenants to obtain tax relief on the cost of their 
children’s school fees. 

Mr H. Brooxez: All practicable. steps are taken by 
the Inland Revenue to detect attempts at evasion of 
tax in this and other ways. It would not be in the 
public interest to go into details, but I assure the 
House that they can be safely left to watch over this 
matter. 


Hansard, April 17th, 1956. Oral Answers. Col. 839. 


Building Societies in 1955 


The annual meeting of the Building Societies’ Asso- 
ciation was held this week. It comes after the move- 
ment had another successful year in 1955. Total 
assets of the Association’s members were {£2,063 
million by December last year, an increase of just 
over 10 per cent on the year. The advances on mort- 
gage increased by just over 5 per cent to £393 million. 

the year the income from savers and investors 
at £428 million was higher than in any previous year. 
Although withdrawals were also a record figure, the 
balance of savings and investments remaining with 
societies increased by over {144 million, excluding 
interest credited at December. This was a fall of 
Ig per cent on 1954 and suggests that the building 
society movement was already beginning to feel 
more severe competition from other channels of 
saving and investment, but the net figure recorded is 
still a very substantial amount. Investment and cash 
on hand at the close of 1955 were 7 per cent higher 
at {£298 million. 

In his address this week to the Association, the 
chairman, Mr Francis E. Lumb, had something to 
say about the future. He pointed out that the rising 
level of interest rates is making other agencies apart 
from building societies increasingly attractive for the 
rales of small investors. He singled out for mention 

those local authorities which are seeking money 
from investors at competitive interest rates for a 
fixed period of years, and he is obviously impressed 
with the competition which.a high rate of interest for 
a guaranteed number of years can offer to the move- 
ment. He went on to say that if during 1956 new 
mortgage loans are less than in 1955 or even in 1954, 
as might happen, other mortgage agencies be 
filling the gap. He emphasized that these factors are 
not transitory but may well remain as a challenge to 
the building societies movement. 
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Women Chartered Accountants’ Dining 
Society 


: The annual general meeting of the Women Chartered 
‘Accountants’ Dining Society and the members’ 

dinner will be held on Saturday, May rath, at Crosby 
‘Hall, Chelsea, London, SW3. Inquiries should be 
| addressed to the Hon. Secretary, Miss M. Fox, A.C.A., 
| Messrs Howard, Howes & Co, Norfolk House, 
. Norfolk Street, Strand, London, WC2z. 

The dinner will be preceded by a sherry party to 
which women articled clerks are cordially invited. 
: Those wishing to attend should write to Miss J. 
' Laidlaw, A.C.A., c/o Messrs Barber & Co, 2 Finchley 
‘Road, London, NW8. 


| "The Leeds, Bradford and District Society 
` of Chartered Accountants 


‘The report of the Committee of the Leeds, Bradford 
and District Society of Chartered Accountants for 
ithe year ended December 31st, 1955, presented at 
ithe Society’s recent annual meeting, records an 
increase in membership of 55, the total now being 608. 

A number of lecture meetings were held during 
ithe year and regular monthly luncheon meetings 
took place in Leeds and Bradford. A new venture 
DS the successful week-end residential course on 
management accounting held at Harrogate last 
‘November; this was attended by eighty members, 
including fifteen from other district societies. The 
‘annual dinner — attended by 418 members and guests 
i was held in Leeds in October. 

_ The North Yorkshire and South Durham Branch 
arranged several meetings during the year. and 
membership of the Branch now numbers 94. The 
‘Huddersfield, Halifax and York Groups of the 
Society also held several local meetings of members. 
! At the annual general meeting of the Society, held 
on March 23rd, and at the committee meeting after- 
wards, the following officers and committee were 
elected for 1956-57: 

| President: Mr E. R. Longman, F.c.a. 

| Vice-President: Mr David Steele, F.c.A. 

Hon, Treasurer: Mr W. W. Powell, F.c.a. 
| Hon. Secretary: Mr G. D. Paterson, M.A., F.C.A. 

' Hon, Auditor: Mr G. R. Turner, M.A., F.C.A. 

Messrs C. W. Allan, B.COM., F.c.a. (Bradford); H. H. 
Blackburn, F.c.a. (Bradford); H. Bolton, F.c.A. (Leeds); 
J. C. Dawson, F.c.a. (York); A. Dobson, F.c.a. (Leeds); 
T. W. Hibbert, a.c.a. (Bradford); G. N. Hunter, J.P., F.C.A. 
(Leeds); E. R. Longman, F.c.a. (Leeds); G. P. Marsden, 
A.C.A. (Halifax); S. T. Milner, F.c.a. (Harrogate); C. D. 
North, F.c.a. (Batley); G. D. Paterson, M.A, F.c.A. (Leeds); 
W. W. Powell, F.c.a. (Leeds); W. A. Rawlinson, P.C.A. 
(Bradford); A. Rayner, B.8C., A.C.A. (Leeds); H. L. Simpson, 
F.C.A. (Hudder. ; J. L. Simpson, F.c.a. (Bradford) 
D. Steele, ¥.c.a. (Bradford); E. Sugden, F.c.a. (Leeds); 
Derek Veale, M.A., F.C.A. (Leeds); Rupert Walton, F.C.A. 
(Leeds); Victor Walton, F.c.a. (Leeds); K. G. Warriner, 
r.c.A. (Leeds); G. D: Warrington, B.SC., B.SC.(BCON.), 
A.C.A. (Huddersfield). 

ı Messrs C. W. Boyce, C.B.E., F.C.A., and E. Duncan Taylor, 
F.C.A., are ex officio members of the Committee, as members 
of the Council of the Institute practising in the district. 

| The representatives of the North Yorkshire and South 
Durham Branch are Messrs H. D. Anderson, F.C.A., 
Chairman, and C, H. W. Sansom, F.c.a., Hon. Secretary. 
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London and District Society 
of Chartered Accountants 


The annual general meeting of the London and 
District Society of Chartered Accountants will be 
held at 6 p.m. on Thursday, May 24th, in the Oak 
Hall of the Institute, Moorgate Place, London, EC2. 


East Anglian Society of Chartered 
Accountants 


The annual general meeting of the East Anglian 
Society of Chartered Accountants was held at The 
George Hotel, Colchester, on Wednesday, April 25th ~ 
the first time that the Society’s annual meeting had 
been held in that town. = 

The congratulations of the Society were extended 
to the retiring President of the Society, Mr A. S. H. 
Dicker, M.B.E., F.C.A., of Norwich, on his election 
during the year to the office of Vice-President of The 
Institute of Chartered Accountants in England and 
Wales. 

The officers of the Society for the ensuing year 
were elected as follows: 


President: Mr E. G. Cooper, A.C.A., Norwich. 

Vice-President: Mr A. E. Shaw, F.c.a., Norwich. 

Hon. Secretary and Treasurer: Mr H. Robinson, F.C.A,, 
4 Elm Hill, Norwich. 

At the close of the meeting, Mr G. P. Morgan- 
Jones, M.A., F.C.A., gave a talk to the members on 
‘Preparation of accounts and taxation computations 
from incomplete records’. 


Manchester Society of Chartered Accountants 
The report of the committee of the Manchester 
Society of Chartered Accountants for the year ended 
December 31st, 1955, presented at the Society's recent 
annual meeting held at the Chartered Accountants’ 
Hall, Manchester, shows that for the first time since 
the war there has been a slight decrease in member- 
ship which, at the year-end, numbered 924 compared 
with 929 in 1954. 8 
Seven lecture meetings were held during the year 
and good attendances were maintained. A joint 
tuition committee composed of members of the 


. Manchester senior and students’ societies, together 


with representatives of the North Lancashire and 
Bolton branches, continued to arrange Saturday 
morning lectures for students in Manchester and 
Preston, and also the successful residential courses 
at Burton Manor. 

The annual dinner took place at The Midland Hotel 
in November, attended by the record number of 
370 members and guests, while an informal sherry 
party was again held in view of the success of the 
previous year’s event, invitations being extended to 
those who had passed the Final examination within 
the previous twelve months. The annual golf match 
with the Manchester Inland Revenue Golfing Society 
was played at Stockport Golf Club in May and 
resulted in a win for the chartered accountants by 


‘four matches to three. - 


Membership of the North Lancashire Branch 
again increased slightly and now numbers 236,. while 
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that of the Bolton branch also rose and now stands at 
65. Discussion meetings and lectures were held by 
both Societies during the year. 

At a meeting of the Committee of the Society held 
on April 17th, the following officers were elected for 
the ensuing year: 

President: Mr J. Howard Bell, B.A., F.C.A. 

Vice-President: Mr Guy Waterworth, F.c.A. 

Hon. Librarian: Mr R. H. E. Wilkinson, M.A., F.C.A., J.P. 

Hon. Treasurer: Mr T. G. Wood, F.C. 

Hon. Secretary: Mr T. Hedley Beli, B. “a F.c.A., 60 Spring 

Gardens, Manchester, 2. 
Hon. Auditor: Mr C. H. Massiah, F.c.a. 


Institute of Cost and Works Accountants 
LIVERPOOL AND District BRANCH 


The annual dinner and dance of the Liverpool and 
District Branch of The Institute of Cost and Works 
Accountants was held at The Adelphi Hotel on 
April zoth, with Mr F. W. Frodsham, a.c.w.a,, 
A.S.A.A., the Branch President, in the chair. 

Approximately 120 guests attended, including 
Mr G. Nicholson, F.c.w.a., President of the Institute, 
and Mrs Nicholsgn, and 


Mr J. Ainsworth, M.B.E., F.8.A.A., F.I.M.T.A. (Liverpool 
City Treasurer) and Mrs Ainsworth; Mr S. J. D. 


Mr H. P. Bibby, J.P. (Chairman, J. Bi 
Mrs Bibby; Mr H. Clarke, F.a.c.c.a. (President, Liverpool 
and District Society of Certified and Corporate Accountants) 
and Mrs Clarke; Mr Derek du Pré (Editor, ‘The Accountant’). 

Mr T. Gore, MA, BSG (Principal, City of Liverpool 
College of Commerce) and Mrs Gore; Alderman Alex 
Griffin (Deputy Lord Mayor of Liverpool) and Mrs Griffin 
(Deputy Lady Mayoress of Liverpool); Mr E. N. Macdonald, 
D.F.C., F.C.A. (President, Liverpool Soctety of Chartered 
Accountants) and Mrs Macdonald; Mr R. D. Thomas, 
F.C.1.8., D.P.A. (C. - Liverpool Branch Chartered 
Institute SS Secretaries) and Mra ‘Thomas. 

C. Pearson, F.C.A., F.8.A.A., F.A.C.C.A. (President, 

Incorporated. Accountants’ District Soctety of Liverpool) and 

arson; Mr H. Tramer (Chairman, Liverpool Branch 
Institution of Works Managers) and Mrs Tramer, Mr F. S. 
Walker (Chairman, Lever Brothers (Port Sunlight) Ltd) and 
Mrs Walker; Mr H. Wilmot, c.8.8., F.c.w.a. (Chairman and 
Managing Director, Beyer Peacock Ltd, and Past President 
of the Institute) and Mrs Wilmot. 
` The toast of the Institute was proposed by 
Mr Walker, who, speaking of the brilliant future 
which la ay before the Institute, stressed the value of 
adaptability of mind in cost accountants now faced 
with far-reaching new technologies, and also outlined 
the importance of human relations in their work. 
Responding, Mr Nicholson referred to the value of 
branch activities to members, and said that although 
the Institute could and did ensure a high level of 
professional knowledge by means of examinations, it 
was the branches- with their opportunities for 
lectures and question times- which could best 
develop the personalities of members. 

The toast of “The City of Liverpool’ was proposed 
by Mr Frodsham, the Deputy Lord Mayor respond- 
ing, and Mr K. D. Hughes, F.c.wW.A., A.A.C.C.A., 
A.C.1.8., a Past President of the Branch, proposed the 


toast of ‘Our Guests’, to which Mr Derek du Pré ` 


responded. 
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Liverpool Society of Chartered Accountants 
SOUTH LANCASHIRE BRANCH 


The annual meeting of the South Lancashire Branch 
of the Liverpool Society of Chartered Accountants 
was held at Haigh Hall, Wigan, on April 5th. The 
following officers were elected for the coming year: 


Chairman: Mr F. Potts, A.C.A. 

Vice-Chatrman: Mr F. Neatham, F.C.A 

Hon. Secretary: Mr ES Stanley, A.C.A. cjo Beecham 

Pharmaceuticals Ltd, Westfield Street, St Helens. 

Treasurer: Mr D. R. Newman, A.C.A. 

The annual meeting was followed by the annual 
dinner, at which Mr F. Potts, the newly-elected 
Chairman, presided. The toast of “The Institute of 
Chartered Accountants in England and Wales’ was 


‘proposed by Mr J. Hopwood Sayer, M.B.E, H.M, 


Coroner for the County Borough of Wigan, and 
replied to by Mr Mark Wheatley Jones, B.COM., 
F.c.A. The Chairman proposed the toast of “Our 
Guests’ and Mr W. Jenkinson, Secretary of Wigan 
Sub-centre, Liverpool Area, Institute of Bankers, 
replied. 

Among the guests were Mr E. N. Macdonald, 
D.F.C., F.C.A., President of the Liverpool Society, 
Mr A. D. Walker, F.C.A., a member of the Council of 
the Institute, and Mr T. L. C. Heald, wc, President 
of the Wigan Law Society. 


The Preston and District 
Chartered Accountant Students’ Society 


The annual meeting of the Preston and District 
Chartered Accountant Students’ Society was held 
on April 21st. The report of the committee for the 
year 1955, which was presented, records an increase 
of 24 new members during the year, making the 
total membership 101. 

‘There was an increased number of enrolments for 
the lecture session which commenced in October, 
and it is hoped that the interest,shown will encourage 
more members to enrol in 1956, since lectures can 
only be continued if sufficient support is given to 
warrant the expense of holding them in Preston. 
The other activities arranged by the Society included 
visits to the British Northrop Loom Co Ltd and 
Renold Chains Ltd, and a demonstration of business 


„equipment by Remington Rand Ltd. 


A joint dance was held in conjunction with the 
Preston Law Debating Society, when more than 
120 members of the Societies and their friends atten- 
ded, while at sport the Society repeated previous 
lawn tennis successes over the Law Debating Society 
by winning a close match and also won the annual 
cricket match with the Law Students. 

The following officers of the Society have been 
elected for 1956-57: l 

President: Mr F. W. Freeman, F.C.A., F.8.A.A. 

Vice-President: Mr R. Mitchell, A.C.A. 

Hon, Secret Mr N. H. Donohue, c/o Messrs White- 

head & Aldrich, A Chapel Street, Preston. 

Hon, Treasurer: Mr D. E. Nelson. 

Ordinary Committee members: Messra W. Hare, W. R. S. 

Huyton, R. B. Sellers, W. F. Paimour, C. J. Chalmers, 
D. Lyon, K. Ashcroft, P. R. Rawson. 


The Leeds and District 
‘Chartered Accountants Students’ Association 


| ANNUAL REPORT FOR 1955 


The fifty-eighth annual report of the Leeds and 
District Chartered Accountants Students’ Association 
ifor the year 1955 shows that membership now num- 
‘bers 327. 

During the year, thirteen evening lecture meetings 
were held; the pre-examination lecture courses on 
Saturday mornings were continued, and two outside 
| visits were made. The fourth annual residential 
[course was again held at Grantley Hall, near Ripon, 
and once more proved a great success. Two enjoyable 
‘social functions were also arranged — the fourth annual 
dinner held at The Hotel Metropole, in January, and a 
‘dinner dance held in December. 

The officers of the Association for the ensuing year 
have been elected as follows: 
| President: Mr H. Bolton, F.c.a., 

Vice Presidents: Measrs D. E Batchelor, c.a., T. Bedford, 
\F.C.A., A.3.A.A., P. H. Dobson, F.c.a.. M. B. Hewitt, M.A., 
(GA, C. D. North, F.C.A. and E. J. Pulleyn, T.D., F.C.A. 

i Hon. Secretary: Mr P. 
' Tadcaster. 

| Asst. Hon. Secretary: Mr I. E. M. Farquhar. 

- Hon. Auditor: Mr A. D. McLaren, M.B.E., T.D., A.C.A. 
| Hon. Treasurer: Mr B. S. Atkinson. 

Committee: Messrs M. C. Whatley, M.A., aca. J. K 
| Hodgkinson, B.COM., J. M. Stanley, a.c.a., J. M. Kaye, 
ACA., 5. W. Lane, B.A, P. L. Wood B. S. Atkinson, 


(ei A. S. Currie, J. N. Dixon, I. E. M. Farquhar, P. D. 
| Union of Chartered Accountant 


2 Sth, 1956 
| 
j 


I Taylor, H. Farnill, B. A, Oldham, and G. Atkinson. 
Students’ Societies 


| 

| Members of students’ societies are reminded that all 
;students’ societies welcome to their meetings 
| members of other societies who are temporarily in 
: their area. 

There is also an arrangement for transfer of 

| membership without additional fee for members who 
‘permanently change their district. The interchange 
‘should be carried out through the secretaries of the 
| societies concerned. 


! Chartered Accountants’ Golfing Society 
Woop Cup MATCH 

The annual match for the Wood Cup against the 
Golfing Society of the Association of Scottish 
'Chartered Accountants in London took place at 
; Roehampton on Thursday, April rgth. The match 
l was played by bogey foursomes over 36 holes and 
ithe English Society regained the cup. The best six 


| 
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returns which counted for the match were as follows: 


Scottish Society 
. G. Gairdner and N. S. Mathieson 7 down 
T. Ford Millar and K. R. H. Murray ee: A0 g 
I. H. Borland and J. B. Morrison .. ër, RE? wipe 
J. B. Duncan and H. Rule .. Sa Bc: ta Xe 
D. Ross and D. Finnie e bs dër, ` E, y 
T. Anderson and A. M. Scott o% a yp 
67 
English Society 
R. D. Henderson and H. W. Pitt 7 down 
T. W. A. R. Auker and C. A. Chapman 7 
D. W. Gibson and S. W. Pen Ben 
H. Lemmon and H. C. Staines 9 » 
A. Lotery and K. Adams IZ a 
J. D. Green and D. V. House IF 
57 
Prizes for the best scores were won by: 
Morning Round 
First: R. D. Henderson and H. W. Pitt... 3 down 
Second: H. Rule and J. D. Duncan.. a. Ai 
(Won on the last 14 holes after a tie with 
four other couples.) 
n Round E 
First: J. G. Gairdner and N. S. Mathieson .. 1 down 
Second: T. W. A. R. Auker and C. A. 
Chapman .. is Eé SC Ss SKI 


MATCH WITH Bar GOLFING SOCIETY 


The annual match against the Bar Golfing Society 
was played in brilliant weather at Woking on 
Saturday, April 21st, resulting in a win for the 
Accountants by 7 matches to 1. Although the result 
in matches appears to be overwhelming, the in- 
dividual results themselves were extremely close as 
will be seen below. 

The match was played by foursomes all day. The 
results were as follows: 


Morning 
T. W. Auker and D. W. Gibson lost to 


C. Trevor Reeve and P. D. Cotes Preedy .. 2 and 1 

W. O. Newcomb and J. B. P. Williamson beat 

E. Milner Holland, oc, and W. J. Glover .. I up 

J. B. Pittman and R. E. Elcombe beat Mr 

Justice Karminski and J. L. Elson Rees .. 2 and 1 

J. D. Green and H. W. Pitt beat H. I. ee 

OC and Roger Willis 3 2 and 1 
Afternoon 

Pittman and Elcombe beat Trevor Reeve and 

Milner Holland t hole 

Williamson and Auker beat Cotes Preedy and 

Elson Rees I up 

Green and Gibson beat Nelson and Glover 3 and 2 

Newcomb and Pitt beat Karminski and Willis 5 and 4 
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New Zealand Award for Company Reports ` 


Inspired by the example of The Accountant Annual 
Awards, the Incorporated Institute of Accountants of 
New Zealand has inaugurated an annual award for 
the reports and accounts of public companies in that 
country. 

The first of these awards was presented by the 
Mayor of nee in the City Council Chamber 
on March 14th, to Transport (Nelson) Holdings 
Limited, in respect of their report and accounts for 
the year ended March 31st, 19 55: 

The Award is in the form of a suitably inscribed 
silver salver. The panel of judges comprises: 

Mr J. S. Butler, F.I.A.N:Z., F.P.A.N.Z., Napier (chairman), 
life member and a past-president of the Incorporated 
Institute of Accountants of New Zealand; Mr F. H. Bass, 
F.I.A.N.Z., F.P.A.N.Z., Wellington, past-president of both the 
New Zealand Society of Accountants and the Chartered 
Institute of Secretaries (N.Z. Branch); Mr E. C. W. Nathan, 
Wellington, President of the Stock Exchange Association of 
New Zealand; Mr N. M. Speer, F.R.A.N.Z., F.C.1.8., F.LA.O.; 
Auckland, past-president and a member of the Council of 
both the Chartered Institute of Secretaries (N.Z. Branch) and 
the New Zealand Imstitute of Local Body Administrative 
Officers, and Se manager of Auckland Electric Power 
Board. . 


Joint Gunferencs on Management Accounting 


The London and- Birmingham District Societies of 
Chartered Accountants have made arrangements for 
a residential conference on management accounting 
to be held from July 6th to 8th, 1956, at the Queen’s 
College, Oxford, by kind consent of the Provost and 
Governing Body. Over 200 applications have been re- 
` ceived for the 110 places available. In view of this great 
interest, a further conference for London members is 
under consideration for the late autumn of 1956 at 
a South Coast hotel. 

The conference at Oxford will open with an intro- 
ductory address by Mr L. W Robson, F.C.A., F.C.W.A., 
of Messrs Robson, Morrow & Co, and of Messrs 
Blackburns, Robson, Coates & Co, and the following 


papers will be presented: ‘Installation of management 


accounting in a small to medium-sized business’, by 
Air DH Hodgson, F.c.a., F.C.W.A., of Messrs Robson, 
Morrow & Co; and ‘Management accounting in 
action’, by Mr H. Eden Smith, A.C.A., of Alfred Bird 
& Sons Ltd, supported by Mr H. W. "Holt, A.C.A., of 
the Midland’ Dairy Ltd, and Mr A. J. Platt, A.C.A., 
of Chance Bros Ltd. 

Discussion in small grou 
views and experience will 
of the conference. 


s and the exchange of 
e an important feature 
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Our Weekly Problem 
No. rr7: FLORAL 'TRIBUTE 


The students decided to give a lunch for Mr and Mrs 
L. U. Sidate, in gratitude for his presidential year of 
office. Each paid for his own lunch and put up an 
additional 7d to pay for the two guests. It was 
suggested that Charles might borrow some carnations 
from his father’s greenhouse to present to Mre Sidate, 
but it was ultimately decided to increase the charge 
from 7d to gd to pay for a few flowers. The total bill 
was {20 5s od. 

How much were the flowers? 

The answer will be published next week. 


SEVENTY-FIVE YEARS AGO 
From @he Accountant or May 7TH, 1881 
Leading article entitled 
INSTITUTE OF CHARTERED ACCOUNTANTS 
We gather from a report of a Council meeting of the 
Institute of Chartered Accountants published else- 
where, that there is a laudable intention on the part 
of the existing authorities to carry out both the spirit 
and the letter of the Charter. The report states that 
“a letter was read from a member KS Institute, 
from which it appeared that he had accepted an 
appointment ‘as clerk to a firm of auctioneers, and it 
was resolved that the member in question be requested 
to resign his membership of the Institute, his present 
employment not being in accordance with the funda- 
mental rules of the Institute.” Some of the most 
important functions of the Council lie in the direction 
of internal government; and as one of the main objects 
of the Charter was that accountants should become a 
thoroughly united and distinct profession, it is 
absolutely necessary that the laws laid down therein 
should be steadfastly observed—particularly in the 
early stages of the Institute’s existence. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Led, In collabor- 
ation with Taxation Publishing Co Led, have the following "advantages 
Reports of every English and Scottish case are posted to subscribers as soon 
as possible after the SR of his Judgment has been approved by the 
Judge and ei available yr EVERY income tax, E.P.L., profits tax, stamp duty, 
a estate duty judgment in the English and Scottish Courts Is reported 

The reports are accredited for dtation in Court, and are prepared by 

rN. E Mustoe, Q.C. $r Tha re oe include full reports of the Judgments 
wich detailed head-notes ak Tabies of cases and of statutes judicially con- 
siderad, and a subject Index, are provided at the end of the year on 
completion of each volume. 


‘Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, ECH MONARCH 5347-8 
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Y this time, the 1955 report of the Council of The Institute 
B: Chartered Accountants in England and Wales — recently 

circulated to members and reproduced in these pages two 
weeks ago — will have been studied by many thousands of account- 
ants. It is an impressive document, not only for the information it 
contains, but also for the concise manner in which the facts and 
figures are presented. It epitomizes with point and precision the 
manifold activities of the Council,-a list which seems both to 
lengthen and to strengthen as the years pass. 

The financial accounts which accompany the Soen show that 
the Institute is in an exceptionally sound position. The accumulated 
fund at December 31st, 1955, was £212,583. This was made up of 
freehold land, buildings and contents of £101,871, investments of 
£130,780 and current assets of £8,638, less current liabilities of 
£28,706. As the premises in Moorgate Place are certain to: be 


‘worth very much more than the stated figure, both on account of 


their geographical location and their architectural. merit, and as 
the current market value of the investments is considerably in 
excess of the book value at cost, the total of the accumulated fund 
may be regarded as conservative. At the same time, as the President 
points out in his address at the seventy-fifth annual-meeting of the 
Institute, held on Wednesday of last week and fully reported 
elsewhere in this issue, there are two major capital commitments 
ahead. One is in respect of the Institute’s staff pension fund, the 
revised arrangements for which have already been agreed in 
principle by the Council. The other is the expenditure which will 
have to be incurred in providing additional accommodation for the 
ever-growing activities of the Institute. 

The membership of the Institute at the end of 1955 was 18,7 72, 
which was 621 more than the previous December, but the latest 
news, as reported by the President, is that the number now exceeds 
19,000. During 1955, 1,498 articles of clerkship were registered, 
making a total of 7,174 for the past five years, which indicates that 
the present strength should not only be maintained but, in time, 
further increased. Of the 2,403 candidates who sat the Intermediate 
examination during the year, 1 230 OF nearly 49 per cent passed. 
This is virtually the same ratio as in 1954 and 2 per cent more than 
in 1953. In the 1955 Final examination, 852 or nearly 47 per cent 
of the 1,822 candidates were successful, as compared with 45 per 
cent in 1954 and 46 per cent in 1953. The consistency of these 
results is a tribute to the examiners whose onerous task it is to set 
and maintain undeviating standards, and it is pleasing to note that 
their fees are being raised to bring EEN remuneration: into ling 
with current professional rates. 

The statement which the Council Geet last autumn to. E 
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Union of Chartered Accountant: Students’ Soci- 
eties in reply to its representations that the 
Institute should establish one or more accountancy 
schools is published as one of the appendices to 
the report. Among the principal reasons for the 
Council’s rejection of the proposal are that its 
‘adoption would shift the responsibility of training 
articled clerks from individual practising members 
to the Institute, which is already the examining 
body, the impracticability — both financial and 
geographical ~ of offering such educational facili- 
ties to the clerks of every member ‘spread widely 
throughout England and Wales’, lastly, the 
difficulty of obtaining the requisite numbers of 
properly qualified tutors. 

- Two publications of outstanding interest were 
produced by the Taxation and Research Com- 
mittee in the past twelve months. The first was 
the appearance, about a year ago, of the pamphlet 
entitled Reports on Accounts of Sole Traders and 
Partnerships. The President underlines admirably, 
in his address, why its contents are so important to 
the profession and, if there are any practising 
accountants who have not yet read it, the cogency 
of his arguments should compel them to do so at 
once even if, as it may well be, they already 
scrupulously observe the recommendations it 
prescribes. The second publication of note was 
Standard Costing: An Introduction to the Account- 
ing Processes, which was issued in March of this 
year. The President stresses in his address, as he 
did in the foreword to the book itself, the neces- 
sity for a better understanding by all accountants 
of up-to-date costing methods. As Mr CARRING- 
TON suggests, the work of the profession now 
extends beyond the familiar territories of account- 
ing, auditing and taxation to the lesser-known 
provinces of industrial administration, and the 
more the accountant knows about the planning 
and conduct of a modern business, the more 
completely will he be accepted as the rightful 
‘guide, philosopher and friend’ to management. 

_ Ample evidence of the degree of public service 
rendered by accountants is given in the report. 
No fewer than fifteen members of the Institute 
accepted appointments to special committees of 
national importance during 1955. This total does 
not include the numerous assignations of a local 
or regional character, nor whole-time appoint- 
ments in nationalized industries. Representatives 
of the Institute also submitted memoranda or 
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gave oral evidence to Ministers or to Government 
officials or committees on such matters as the 
Finance,(No. 2) Bill of 1955, the taxation treat- 
ment of retirement benefits for self-employed 
persons, and cheque endorsefhent procedure. As 
always, the Council has been vigilant in ensuring 
that the rights of the profession, both in this 
country and abroad, are being preserved. 

During his term of office, a President, in the 
course of a continuous round of speech-making, 
says something of consequence on each occasion; 
Mr CARRINGTON has done this with conspicuous 
success. He 1s extremely well-informied on current 
affairs, as one would expect a member of the 
recent Royal Commission on the Taxation of 
Profits and Income to be, and he has concentrated 
in his public utterances throughout the year on 
topics of high importance to the profession and its 
clients. His presidential address is no exception 
and his thoughtful comments on the economic 
implications of the Budget merit careful study. 

Mr CARRINGTON first made reference to the 
necessity for raising professional fees in a speech 
at Cardiff in March. Since then, the logic of 
his plea has been established beyond doubt 
by the 1955 earnings statistics given in the 
latest Economic Survey. For that year (as 
Mr CARRINGTON quotes in his presidential 
address), as compared with 1954, wages and 
salaries went up by 8-5 per cent and rent, interest 
and dividends increased by 8 per cent, but the 
income of self-employed persons rose by only 
2 per cent. It is completely wrong to suppose 
that higher levels of professional fees would 
merely be another step up the. spiral staircase of 
inflation. The professions—as we have said 
before — are an essential element of our civiliza- 
tion and, if they are to preserve their own exacting 
standards and fulfil their functions adequately, 
the prospects must continue to be sufficiently 
good to attract their fair share of the best young 
talent as it leaves the schools and universities. 
It is generally agreed that the economic salvation 
of this country lies in savings and hard work. 
Work, however, must be done by the head as 
well as by the hand and, of the two commodities, 
brain is chronically in much shorter supply than 
brawn. It is for this very reason that the future 
fortunes of the Institute and its members ~ now 
over 19,000 strong — are a national rather than a 
domestic concern. 
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FART I of the Finance Bill, together with 
! the First Schedule, deals with customs, 
excise and purchase tax. Part II is headed 
jincome Tax (Charge of Tax and General)’ and 
contains clauses 7 to 17 inclusive. The next 
four clauses go to make up Part III and contain 
the new provisions concerning deferred annuity 
premiums, deferred annuity funds and the 
éxemption of the capital element in purchased 
life annuities. 
Profits tax has three clauses grouped in Part IV, 
death duties have another three in Part V, there 
åre two clauses on stamp duties making up 
Part VI, while Part VII, with five clauses, is 
headed ‘Miscellaneous’. 
! Clause 7 is the formal, but all-important one 
which imposes income tax at the standard rate of 
8s 6d for 1956-57 and leaves the surtax ra'es for 
that year (on incomes exceeding £2,000) to be 
imposed later. In the ordinary course, clause 7 
would enact the surtax rates for 1955-56, but this 
was done by the Finance (No. 2) Act, 1955. 
: Clause 8 relieves from standard rate tax the 
first £15 of interest paid or credited on deposits 
with the Post Office Savings Bank or ordinary 
deposits with a trustee savings bank. Such interest 
is to be disregarded for all the purposes of the 
Income Tax Acts other than surtax, but it is 
not to be ignored for the purposes of furnishing 
information. In other words, in considering 
whether the bank is liable to-supply information, 
it must have regard to the total interest, and the 
recipient must declare it. (Clause 8 (OH. 
. As to husband and wife, both having such 
interest, clause 8 (1) provides: ` 


‘for this purpose the question whether or how far 


those sums exceed fifteen pounds shall, where by- 


| 
| 
| 
| virtue of Section 354 of the Income Tax Act, 
| 1952, a woman’s income is deemed to be her 
' husband’s, be determined separately as regards 
' the part of his income which is his by virtue of 
' that section and the part which is his apart from 
| that section’. ) 

This seems to be an unnecessarily complicated 
way of saying that the {15 exemption is available 
twice. Of course, if the husband has {20 and the 
wife £10, the husband will pay income tax on £5, 
notwithstanding that the aggregate interest is 
only £30 for the two spouses. Moreover, there 
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is no provision for carrying forward any unex- 
hausted exemption. If the wife’s interest in the 
following year were £30, then £15 of it would be 
taxable. | 

Clause’ 8 (3) provides that, in computing the 
total income for surtax purposes, the interest 
which has been exempted from income tax 1s 
to be grossed up at the standard rate, after the 
manner of payments for restrictive covenants. 
Thus, a man who pays surtax of ros in the £ and 
receives {15 interest will pay some {13 surtax 
on it, or slightly less than the combined amount 
of income tax and surtax which would be payable 
if there were no exemption; the ratio 1s approxim- 
ately 16: 17. 

‘It is to be observed that the bank must either 
be the Post Office or a ‘trustee savings bank’, 
that is, a bank certified under the Trustee Savings 
Bank Act, 1954, or under the Trustee Savings 
Bank Act, 1863. This means that the new relief 
will not help other kinds of savings banks, 
not to mention building societies. An ordinary 
deposit is one which the bank invests with the 
National Debt Commissioners in accordance 
with the provisions of the Trustee Savings Bank 
Act, 1954. (Clause 8 (4)). 

In many cases, the new law involves amended 
coding notices which, as one Member of Parlia- 
ment pointed out, will constitute a pretty fair 
indication to the employer that his employe® has 
some savings bank interest. To allow time for 
the new notices, the change in the law is not to 
affect P.A.Y.E. deductions before July 6th, 
1956. (Clause 8 (3)). 

Clause g and the Second Schedule, together 
with a large number of repeals in the Fourth 
Schedule, set up a new code of taxation on the 
emoluments of offices and employments. ‘Emolu- 
ments’ includes all salaries, fees, wages, per- 
quisites and profits whatsoever. (Second Sched- 
ule, paragraph 1 (1)). Clause g introduces three 
‘cases’, the first two of which provide for assess- 


ment .on the ‘arising’ basis, the third on the 


‘remittance’ basis. 

Case I applies only where the employee is 
both resident and ordinarily resident in the 
United Kingdom and does not perform the 
duties wholly abroad. Here the assessment is to 
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be on the full emoluments, wherever paid and by 
whomsoever paid. If the employee is resident 
but not ordinarily resident, or if he is not resi- 
dent (whether ordinarily resident or not) he is 
taxed under Case II on the emoluments in 
respect of those duties performed in the United 
Kingdom. Case IIT applies to an employee who 
is resident (whether ordinarily resident or not). 
It taxes his emoluments received in the United 
Kingdom in the year of assessment, provided 
that they are either: 

(a) emoluments for that year; or 

_ (6) emoluments for an earlier year in which he 

“was resident; 
and it also taxes emoluments paid in respect of 
the current year but received in a preceding year. 

Tax under Case ITI is to be chargeable whether 
or not tax is chargeable in respect of the same 
employment under Case I or Case II. However, in 
so far as emoluments of the same employment fall 
within Case I or Case II, whether for the year in 
question or any other year, they are not to be 
taxed under Case III. (Second Schedule, para- 
graph r (2).) It follows that, in many cases, a 
running account will have to be kept, in which 
payments to the employee, or moneys brought in 
by him from abroad, will have to be allocated to 
particular duties. In saying last week that the 
Bill gave the preference to Case ITI, we should 
have said rather that Case III was the “sweep-up’ 
case, like Case VI of Schedule D. 

' For Case III purposes, paragraph 7 of the 
Secofid Schedule provides a very wide definition 
of ‘received in the United Kingdom’ and applies 
Section 24 of the Finance Act, 1953, which was 
passed in consequence of the decision in C.I.R. v. 
Gordon (31 ATC 165). 

The following duties are to be treated as per- 
formed in the United Kingdom, for Case I and 
Case II purposes (paragraph 5): 

(a) duties of an employment under the Crown 

which is of a public nature and of which 

‘the emoluments are payable out of the 

public revenue of the United Kingdom or 

Northern Ireland; and 

(b) (i) duties which a person (regardless of his 

residence) performs on a vessel engaged 

on a voyage not extending to a port 
outside the United Kingdom; and 

- (ii) duties which a resident person performs 

-on-a vessel or aircraft engaged on a 
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voyage or journey beginning or ending 

in the United Kingdom, or on a part 

beginning or ending in the United King- 

dom of any other voyage or journey. 
The word ‘vessel’ is not defied. Presumably it 
would not include a flying boat, nor, say, a 
pontoon or floating dock which was not capable 
of being navigated. 

If the employee ordinarily performs any of his 
duties in the United Kingdom, his emoluments 
‘for any period of absence from the office or 
employment’ are to be treated as emoluments for 
duties performed in the United Kingdom unless 
he can show that, but for the absence, they would 
have been emoluments for duties performed 
outside the United Kingdom. (Paragraph 4). 
This is a curious provision which may well cause 
difficulties. The conception of absence (which 
must be physical) from an office or employment 
(which is an abstraction) may be difficult to 
apply in many cases. 

Paragraph 3, which deals with the interpreta- 
tion of ‘resident in the United Kingdom’ where 
a person is here for some temporary purpose only, 
substantially repeats Section 375 of the Income 
Tax Act, 1952, which section, although in prac- 
tice applied generally to questions of residence, 
is strictly speaking confined to Schedule D. 

Paragraph 6 provides special rules in relation 
to the Republic of Ireland, as long as the existing 


double taxation agreement is in force. Duties ` 


performed there by a United Kingdom resident 
are to be treated, for Case I and Case II purposes, 
as performed in the United Kingdom. However, 
he may set off, against emoluments thereby 
becoming chargeable, annual payments payable 
out of the emoluments to a non-resident person. 
A person resident in the Republic and not 
resident in the United Kingdom is not to be 
charged under Case II. 

Clause 9 (3) provides for appeal against an 
adverse decision of the Inspector on the question 
of ordinary residence for Schedule E purposes. 
The provisions: follow the familiar lines: deter- 
mination by the Board, then appeal therefrom 
within three months to the Special Commissioners, 
with the usual right to demand a case stated. 
The sub-clause is very similar to (inter ala) 
Section 132 (4), (5), which deals with residence 
questions in relation to Cases IV and V of 
Schedule D. (To be continued.) 
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PENSIONS FOR THE SELF-EMPLOYED -II 


THE PROVISIONS OF THE FINANCE BILL 
° by R. W. ABBOTT, F.L.A., A.S.A. 


The article in last week’s issue briefly reviewed the provisions of the Finance Bill 

dealing with relief from income tax and surtax of premiums paid by self-employed 

persons and others for retirement pensions. In this article, the position of the 

self-employed is examined more closely with particular reference to the restric- 

tions on benefits and contributions and an alternative method of providing retire- 
ment benefits by means of purchased life annuities is discussed. 


Fluctuating Incomes 
HE price of insurance shares and the 
spirits of professional men rose sharply 
when the Budget proposals were announ- 
| ced. It is, however, not to be expected that a 


| modern Chancellor can offer a velvet glove without 
| concealing an iron hand, and before we can 


` conclude that the jubilation, either of the insur- 


ance companies or of the professions, was justified, 
we need to go a little more deeply into the subject 
of retirement benefits for the self-employed, with 
particular reference to the limitations and restric- 
tions with which the new provisions are sur- 
rounded. 


On the financial side, the factor which most ` 


distinguishes the self-employed person from his 
counterpart in industry or commerce is that his 
remuneration does not usually rise in a steady 
curve from age twenty to retiring age. It fluctuates; 
it has peaks and troughs and is altogether more 
subject to the winds of chance and fortune than 
the earnings of the salaried executive. Further, 
many of the self-employed have a financial 
problem that hardly touches the employee of a 
large organization. That problem is the one of 
keeping his business adequately supplied with 


capital to finance and expand its activities. Itisa ` 


fact that a business requiring, say, {£100,000 for 
capital development can often: raise that sum 
more easily than the owner of a small business 
can raise £5,000. 

Both these factors — the fluctuating income and 
the need for capital — are very relevant to the 


. consideration of pension provision for the self- 


employed. On the first point, the self-employed 
man or woman evidently cannot contemplate 
paying a fixed premium under a pension contract 
if his or her earnings are likely to go down, 
whether that premium is fixed in money terms or 
is a fixed percentage of each year’s earnings. Does 
the Finance Bill recognize this situation and, if 
so, how does it deal with it? 

Fortunately, the Bill does contemplate some 


variation of premiums or contributions from 
year to year. In respect of the current year of 
assessment, 1956-57, and for each subsequent 
year, a self-employed person may claim relief 
from tax and surtax for a premium to a life office 
or a contribution to a trust-fund not exceeding 
ro per cent of his ‘net relevant earnings’ for that 


year or £500, whichever is the smaller. (The 


definition of ‘net relevant earnings’ is given in 
the Bill and need not for-the moment concern 
us.) Suppose next year an individual’s earnings 
fall. He may choose to pay a lower premium or 
no premium at all for that year. But if he is 
sufficiently well provided for to be able to 
continue to pay the same premium out of a 
reduced income, any excess of 10 per cent of his 
net relevant earnings will be carried forward for 
tax purposes and used as soon as the earnings are 
high enough to justify this. 

Thus, to effect a pension contract carrying a 
certain annual premium implies no promise to 
continue to pay that premium if adverse circum- 
stances arise. Equally, if in such circumstances 
that premium is continued, it will eveftually 
qualify for relief if earnings rise again. 


Need for Capital 


This satisfactorily answers the first worry of the 
self-employed person, provided the trust fund or 
insurance company does not penalize him by giv- 
ing him less than full benefit for the contributions 
he has already paid if he subsequently reduces ` 
them. However, he will be very conscious of the 
fact that every penny paid away to an insurance 
company.or to a trust fund deprives his business 
of a corresponding amount of capital and his 
need for capital may be as great, if not greater, 
than for security in his old age. 

It must be admitted that, on this point, the 
Finance Bill is very unaccommodating. A pension 
contract, once effected, cannot be assigned or 
surrendered or disposed of in any way, so that 
the individual who pays a premium has placed 
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the money completely out of his own reach until 
it can emerge in taxable form on his retirement or 
on his earlier death. In this respect, as indeed in 
others, the self-employed is being treated more 
severely than the member contributing to an 
employees’ superannuation scheme, who can 
always take a refund of his own contributions on 
leaving the service. 

Is there no escape from this dilemma in which 
the Chancellor has placed the self-employed 
person? Is there no way in which the latter can 
provide for his retirement without saddling 
himself with a non-negotiable asset? It has been 
suggested that if a trust fund were established to 
provide the retirement benefits of a group of 
self-employed persons, the trustees might properly 
invest part of the income of the trust by way 
of loan on suitable terms and with adequate 
security to members of the fund. This might 
offer some relief to self-employed persons whose 
credit is not in doubt but who suffer from the 
common disability of shortage of capital. How- 
ever, this is unlikely to be more than a minor 
palliative and we must turn to certain other 
provisions of the Finance Bill for more general 
help. 

As last week’s article indicated, the Chancellor 
is now prepared to accept the oft-made plea that 
life annuities not connected with a pension. 
scheme should be taxed only on the interest 
content of the periodic instalments. If a person 
effects an ordinary endowment assurance with a 
life office, the premiums will, in general, rank for 
relief of income tax (but not for surtax) to the 
extent of two-fifths. When the policy matures, 
it appears that the Chancellor is prepared to allow 
the proceeds to be applied to secure a “purchased 
life annuity’. Thus, on this basis, an individual 
may provide himself with a retirement benefit 
which is only partially taxed by the payment of 
premiums which themselves secure some tax 
relief. Pound for pound, the endowment assur- 
ance policy is not so attractive as a deferred 
annuity contract securing full tax relief on 
premiums, but it has the great advantage that the 
policy is freely negotiable and may be surrendered 
for a cash sum at any time. This is clearly a most 
important consideration for the individual who 
may, at some time in the future, need to raise 
money for his business. 


Endowment Assurance Benefits 
The following table shows the amount of the 
purchased life annuity which might be obtained 
at age 65 by applying the proceeds of an endow- 
ment assurance carrying a £ roo annual premium. 
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Mate Lire RETIRING AT AGE 65 
Annual Premium {100 


Amount of 
‘purchased life 


Age Amount of 
next | fully taxed annuity 


birthday | under approved | ® annuity’ from 
at pension an endowment 
-~ entry arrangement assurance 
£ £ 
30 686 454 
35 527 364 
40 394 285 
45 284 215 
50 192 153 
55 116 98 


It is’ an instructive exercise to compare the 
purchased life annuity net of tax, with that receiv- 
able under a pension arrangement, as shown in the 
second column of the table which is reproduced 
from last week’s issue. The results will vary for 
each individual according to his own probable 
tax position, and it must be appreciated that, 
during the period that premiums are being paid, 
the person with an approved deferred annuity 
contract is more favourably treated than the holder 
of an endowment assurance policy. However, the 
difference in net cost may be a pie worth paying 
for complete negotiability. 

We can, for instance, E three examples 
of self-employed persons aged 30, 4o and 50 
earning, say, {2,000 a year. Assuming the con- —— 
tinuance of present tax rates and assuming that 
each has sufficient income during retirement to 
suffer tax at the full rate, the following figures 
give the respective contributions net of income 
tax that have to be paid for a net annuity of £100. 


Age Net Cost per £100 of Net Annuty 
Endowment ` 
assurance Self-employed 
contract annuity 
14°6 
25°4 
527I 





The difference between the figures in the 
second and third columns represents, on the 
assumptions made, the net price which has to 
be paid for the negotiability of the. endowment 
assurance contract as well as for the greater 
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| benefits on death. The figures would need to be 
) reworked in any individual case to give effect to the 
_ individual’s own circumstances, but’ it. would 
| seem that many self-employed might prefer to 
i take advantage ef a purchased life annuity 
| through the medium of an endowment assurance 
| contract. 
It must be emphasized that the endowment 
assurance policy effected for the purpose of 
! providing the requisite life annuity must be 
‘taken out by the individual himself and cannot, 
| for instance, form part of a scheme arranged by 
an employer on behalf of his employees. So far as 
| self-employed persons are concerned, the moral 
' is Clear that they should not hasten to surrender 
| any existing endowment assurance in order to 
i effect an approved pension policy. It may be 
| added that, if they effect an approved pension 
‘policy in addition to an existing endowment 
| assurance, the present limitation on life assurance 


| premiums qualifying for relief to one-sixth of | 


| total income is not affected by the contributions 
| to the former. 

| Sponsored Superannuation Schemes 

| Some of the restrictions which the Bill imposes 
| upon the proposed new pension contracts have 
i already been mentioned. One further restriction 
that should not be overlooked is that any member 
of a ‘sponsored superannuation scheme’ is, tpso 
| facto, debarred from enjoying the new facilities. 
This might not appear to concern the self- 


employed person’ who, so far, has: not been 
allowed to enter such a scheme. However, it 
occasionally happens that a professional person 
also serves as a director or other official m a 
pensionable position. As the Finance Bill 1s 
drafted, he cannot effect an approved pension 
contract, even if he is allowed to withdraw from 
the pension arrangements in which he has been 
included. On this basis, the Inland Revenue is 
being a little hard and should, at the very least, 
be prepared to allow him to participate in the 
new arrangements if he withdraws from the 
scheme which previously provided him with his 
only means of acquiring retirement benefits. 

The position of the ordinary employee who 


‘is a member of a sponsored superannuation 


scheme may be even more parlous. It may be a 
poor scheme and, for one reason or another, it 
may not contain provisions for the payment of 
voluntary contributions on the part of a member. 
He cannot, therefore, augment his benefits under 
the scheme and he is deprived of the opportunity 
of contributing to an approved pension policy. 
Clearly, some rethinking needs to be done on this . 
part of the Bill. 

The previous article was concluded by com- 
mending the benefits offered by the Finance Bill 
as a valuable Bib for the self-employed. Many 
people had hoped for a Bib and Tucker. So far 
from obtaining all they had hoped for, they would 
do well to realize that even the Bib has strings. . 


(Concluded.) 


‘MANAGEMENT ACCOUNTING INSTALLATIONS 


. Preparing the Programme and Putting it into Operation 
by HARRY DUGDALE, A.A.C.C.A., A.C.W.A., AM.LLA. 


essential for the installation of management 

accounting procedures. 
__ Terms of reference defining the scope of the 
| installation must be in the hands of the persons 
) , responsible for its execution. The management of 
a company should, at the outset, express the 
nature and extent of the techniques to be installed. 
| Where a professional consultant is engaged to 
effect the installation, he usually makes an initial 
‘survey of the organization. Then he will report 
op the existing situation, suggesting procedures 
| to provide such control as may be lacking. At 
hoes point, his instructions as to the nature and 
extent of the installation must be clear and definite. 
The terms: of reference should be developed 
into an installation programme showing the 


| 
| 
JÈ these articles is outlined the programme 
| 
| 





salient points of the procedures involved; 
without a programme there is no logical progres- 
sion; phases may be temporarily overlooked or 
not given their due prominence at the right 
moment in the time-sequence of the installation- 
cycle. 


Drafting an Installation Programme 


When drafting an installation programme, atten- 
tion must be given inter alia to the following: 


Whether any current techniques can be used 
in the new ‘set-up’; 

Whether this will call for reorganization of the 
current techniques. If so, the reorganization will 
be detailed in the programme; 

The current system of reportage (if any) ~is it 

..gatisfactory and will it meet the requirements of 
the new system? The scope of: existing paper- 
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work should be classified as a first step in formu- 
lating the reportage needs. 

The extent of any control currently applied to 
the purchasing and stockholding of raw materials. 
Is the control adequate; if not, what are its failings? 

Have any production standards been formulated 
and classified? If so, what were the bases of com- 
ee and are they satisfactory? What use has 

made of these standards, and for what period? 
Are the data currently used? 

Has budgetary control been attempted? If so 
a preliminary investigation should be made to find 
the extent of any ‘responsibility budgeting’; 
whether the budgets have been linked to a profit 
plan; what action has been taken to assess varia- 
tions from budgetary allowances; how often the 


budgets have been revised and the date of the 


last revision; are existing budgets operating on a 
flexible basis? Does any existing budgetary control 
include expense budgets, and those for sales, 
production, finance, and capital expenditure? 

What is the form of any current system of cost 
accounting? Has an attempt been made to set 
standards and Standard costs for direct labour, 
direct materials, ancillary materials, production 
loss, normal capacity, products’ manufac 
times? How were these standards based? Were the 
bases sound? When were the standards last revised? 
Are product standard costs in existence, and how 
current are they? 

What sector of management has been responsible 
for expenditure on marketing overhead? Has this 
expenditure been planned within limits envisaged 
by an overall profit plan? 


These are some of the many points to be dealt 
` with when formulating an installation programme; 
the latter is considered more fully below. 


ZS Sectional Headings 
Experience indicates that a satisfactory way of 
compiling the installation programme is to draft 
a series of headings, subsequently expanding 
them into logical steps of procedure. ‘To exemplify, 
the programme, in its initial stages, may be 
drafted to show major sectienal aspects, e.g.: 
Major Sectors of Product Total Cost 
Materials (Direct); 
Materials Kees 
Sub-contracted parts; 
Direct labour; 
Overhead: Factory, Administration; Marketing; 
Research and development; and with fixed 
overhead separate from variable. 
Budgets 
Sales budget; 
Profit budget; 
eer budget; 
Direct ur budget for normal capaci 
utilization; j KZ 


Materials’ purchasing budget 

Overhead budgets; 

Cash requirements’ budget; 

Capital expenditure budget; 

Research and development expenditure budget. 


Standards l 
Standard direct materials’ specification for 


each product; 
Standard ancillary materials’ specification for 
SE roduct; 

cana? d purchase prices for direct and 
See materials; 


Standards of production loss, related to 
specified input quantities of direct materials, 
and citing = normal causes of such loss, e.g. 
evaporation in a heat process; or quantities of 
sub-product embodied in, and not capable of 
being fully extracted from, residual materials; 
scrap arising in cutting processes; 

Standards of yield expected from standard 
input quantities of direct materials; 

Standard sizes of product; 

Standard ‘packs’; 

Standard times for defined direct labour 
operations in each cost centre (dependent on 
the nature of the industry, these may be 
standard times for either individual or team 
operations); 

Standard hourly rates of pay for specific grades 
of direct labour; 
-Standard labour ‘mix’, and complement, in 
each cost centre; 

Standard minimum incentive percentage (i.e. 
over basic time rate), to be earned under a - 
specified incentive scheme of remuneration; 
Relevant clauses of any extant wages agree- 
ment; 

Standard complement of maintenance and 
service personnel; 

Standards of hourly production, based on 
work measurement studies or on other accept- - 
able data (proved by test over a representative 
E such as operating speeds advocated 

the manufacturers of particular industrial 

EC 

Standard complement of personnel for: 
administration (including clerical); se 
distribution; advertising; purchasing; research 
and development; work study; work measure- 
ment; and production-engineering. 


Management Structure 
Directorate: names; specific functions of any 
working directors; 
Executive: names; functional and/or depart- 
mental responsibilities and authority; ` ` 
Organization Chart: first draft to show chain 
of command; responsibilities and authority; 
crossed lines of authority; incidence of func- 
tional executive duties, and the authorities to 
which their performances are subject. 
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Factory Layout 


Departments and cost centres defined by 
inspection; 

Floor-space areas computed, and allocated 
to cost centres; 

Current flow of production scheduled — citing 
actual or potential bottle-necks; 

Details SC balanced plant facilities sche- 
duled for discussion with top management, in 
conjunction with the SE budget: 


Production Control 


Manufacturing facilities and their locations 
classified; 

Production cycles defined; 

Standard manufacturing times for each 
product scheduled; 

Scope of requisite paperwork (for production 
control) examined, and related to any existing 
reportage; forms designed and tested; 
Examination of possible applicability of visual 
methods of production control; 

Devising of plant-loading procedure, and of 
relevant paperwork; 

Devising of job-ticket procedure (where 
applicable); 

Devising of inspection procedure and of 
relevant paperwork; 

Devising of paperwork for products rejected 
on inspection; defining of executive authority 
for the scrapping of work in progress; 
Control of the movement of work in progress 
—its organization and detailed procedure; 
modus operandi and period of internal check 
on stock of work in progress; 

Time recording system; time sheets and piece- 
work returns. 


Stock and Stores Control 


Devising of stores accounting procedure, in- 
cluding form of requisition notes, excess 
materials notes, stores credit notes, materials 
received advice notes; 

Control of tool stocks: devising of appropriate 
system and paperwork; 

Introduction of perpetual inventory system; 
Scheduling data of maximum and minimum 
stock levels, and of re-order levels in con- 
junction with production-cycle time and the 
requisite period for delivery; 

Establishing procedure for purchase, receipt 
and issue of materials; 

Establishing procedure for the accounting of 
stocks of finished products in conjunction with 
data of budgeted sales and production cycle 
time; devising paperwork procedure for the 
notification, to the accountants’ department, 
of the dispatch of finished goods to customers; 
Establishing voucher system for products sold 
to members of the company’s personnel (e.g. 
as happens in certain branches of the food 


manufacturing industry). 
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Accounts Classification 

Establishing and classifying a code of accounts; 
detailing the nature of the entries to be made 
to each specific account, and/or the type of 
charge involved in each case; 

Segregating accounts into defined categories 
for the creation of an analysed nominal ledger; 
Segregating fixed, variable and semi-variable 
overheads. 


Integrated Accounting System 
Establishing interlinked accounts enabling 
financial and cost accounts to be kept in one 
nominal ledger; 
Designing format of statements for data for 
management, i.e. short-term profit and loss 
statements; cost-centre operating results; sales 
analyses; departmental productivity; machine 
utilization; materials’ utilization; actual versus 
budgeted expenditure; labour productivity; 
Designing subsidiary books 
Examining applicability of mechanized ac- 
counting and calculating systems; 
Establishing credit control; 
Establishing financial control through cash 
requirements and capital expenditure budgets. 
Operating of Management Accounting and Related 
Control Systems 
Written instructions prepared for use by staff 
engaged in operating the systems; 
Supervision of staff in the initial operation of 
the techniques involved; 
Procedure established and time-tables pre- 
pared for compilation of data to be presented 
to the ement; - 
Procedure defined for revision of standards; 
standard costs; and budgets. 
Break-even Charts 
Break-even point established, based on the 
volume and mixture of sales as detailed*in the 
sales budget, and on the product standard 
costs; 
Portrayal on break-even charts, if required by 
the management, of the effects of various 
policies of product pricing and/or variations 
in the product ‘mix’ of budgeted sales. 


Order of Installing Sections 


The sequence in which sections of a management 
accounting system should be installed depends on 
the circumstances of each case. It may be dic- 
tated by such considerations as the key factor of 
production cost, the definition and control of 
which may enable major economies to be effected. 

Reportage systems should be in operation 
before the completion of the installation. These 
not only accustom the responsible staff to the 
requirements involved, but also provide essential 
data —- production loss is an example — -for standards 
of production and materials. All paperwork should 
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be tested prior to the finalization of its format. 

The sales budget should be formulated as soon 
as possible as it comes first in the chain of 
budgetary control. Not only does profit planning 
hinge on sales volume and ‘mix’, but the latter 
determines the production budget, from which 
stem successively the remaining budgets. 

When adjusted by the data of envisaged open- 
ing and closing stocks, the sales budget shows 
the proposed volume of production. In conjunc- 
Don with data of product processing times, the 
production budget may be in terms of capacity 
utilization, and its practicability examined. 

While the first draft of the sales budget is 
normally the work of the sales management, it 
must be capable of achievement in terms of pro- 
duction hours on the company’s normal basis of 
working; available manufacturing facilities and 
personnel; and the proposed pricing policy. 


Management Accounting Techniques 
Management accounting techniques may be in- 
stalled even where the related techniques of work 
study and work measurement are not in opera- 
tion. ‘This is not to be recommended, but a 
company’s management may require to have the 
management accounting techniques operating as 
soon as possible, using estimated production 
standards for the time being, and deferring the 
application of work study and work measurement. 
Obviously, in these circumstances, the greatest 


benefit cannot be obtained from the manage- - 


ment accounting installation. And where the 


percentage borne by the direct labour cost o: 


total manufacturing cost is large, the importance 
of wé@rk study and work measurement is mani- 
fest, and should be emphasized to the manage- 
ment as being a prior necessity to the formulation 
of standard costs. 

It is said that any standard is better than none. 
But this can be refuted as the essential standard 
is that which has been measured, after the most 
effective conditions for performing .a specific 
manufacturing operation have been elicited by 
work study. 
` A suggested sequence of installation procedure 
in this connection may be: work studies; work 
measurement; direct labour budget, based on 
production budget evaluated in terms of measured 
processing times; rates of pay; standard costs for 
direct labour, i.e. hourly process and ‘product’ 
standard costs. 


:- Simultaneous Consideration of Sections 
The. installation procedure will obviously be 
more quickly completed if several sections are 
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dealt with simultaneously, e.g. where a work- 


‘study engineer is dealing with methods improve- 


ment and production standards, while an ac- 
countant prepares the budgets of overhead 
expenditure. In these circumstances, short-period 
conferences among the installation staff facilitate 
the progression. 

The sections of the installation plan should be 
dealt with in sequence. The necessity for early 
formulation of the sales and production budgets 
has already been emphasized. From that point, 
normal capacity utilization in each cost centre 
must be computed as a prior requirement to 
establishing cost centre hourly rates for factory 
overhead and to measuring current utilization. 

Installation work may then proceed on, say, 
assessing time standards for direct labour opera- 
tions; setting standard specifications for materials ` 
embodied in each product; and budgeting over- 
head. 


Materials 


In each of these sections it may be desirable to 
deal successively with matters under each head- 
ing. Thus, under the generic head of, say, 
materials, the installation procedure might be 
planned thus: 


Formulate purchasing requirements from talline 

_ tion budget; 

Establish paperwork procedure for ordering; re- 
ceiving and issuing materials; 

Compute stockholding minima and maxima and— 
re-order levels for raw materials and sub-con- 
tracted parts; 

Compute stockholding levels, for completed pro- 
ducts, related to the requirements of the sales 
budget and to process-cycle times; 

Schedule product materials’ specifications in col- 
laboration with technical staff; 

. Formulate standards of production loss; 
Establish standards of ‘yield’ expected from 
specified input quantities of raw materials; 
Prepare schedule of standard purchase prices; 
Compute product materials’ standard costs; 
Devise and install the appropriate system for the 
collation of standard and actual costs of materials 
in short-term accounting periods; 

Devise and install stores accounting and perpetual 
inventory systems. 


It will be found in practice that the planning 
of the installation on logical lines will ensure 
smooth progression and will result in the early 
operation of phases of the system. This can 
produce valuable results, long before the com- 
pletion of the installation, e.g. where an effective 
control mechanism is initiated and operated in 
respect of production Joes and yield. 
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WEEKLY NOTES 


The Accountant Annual Awards 
1956 WINNERS ANNOUNCED 


The Accountant Arfnual Awards for 1956 are to be 
presented to Associated Electrical Industries Ltd and 
Folland Aircraft Ltd. 

The presentations will be made by the Lord Mayor 
of London at the Mansion House in June, when 
Lord Chandos will receive the Award for Associated 
Electrical Industries, of which he is chairman, and 
Mr C. L. Hill, chairman of Folland Aircraft, will 
receive his company’s Award. 

The full announcement regarding this year’s 
Awards appears on another page of this issue. 


New President of the Association 


As announced in a recent issue, Mr Alan Charles 
Shipley Meynell, F.a.c.c.a., of London, has been 
elected President 
of The Associa- 
tion of Certified 
and Corporate Ac- 
countants for the 
year 1956-57. 

Mr Meynell was 
admitted a member 
of the Association 
in 1926 and com- 
menced practice in 
the City of London 
in September 1927. 
He was elected to 
the Council of the 
Association in 1950 
and has served on 
the Finance, Parlia- 
mentary and Law, 
Disciplinary and General Purposes Committees. 

A member of the Friern Barnet Urban District 
Council from 1938 until last year, he was chairman 
of the Finance Committee from 1939-48 and chair- 
man of the Council for the years 1942-44. 

Mr William Jackson, F.A.c.c.a., of Glasgow, has 
been elected Vice-President. 





Excess Profits Tax Refunds Advisory Panel 
Dissolved 


As stated on another page in this issue, the Chancellor 
of the Exchequer, in a written answer to a question 
by Mr Geoffrey Stevens, F.C.A., M.P., stated on 
May tst that the Excess Profits Tax Refunds Advisory 
Panel has been dissolved. 

The panel was set up in September 1946 under 
Section 42 of the Finance (No. 2) Act, 1945. The 
chairman was Sir William Coates, LL.B., B.SC., PH.D., 
and the five members included Mr W. L. Barrows, 
F.C.A., a member of the Council of the Institute and a 
partner in the firm of Messrs Howard Smith, 
Thompson & Co, Chartered Accountants, and Mr 


R. A. Witty, F.s.A.A., a past president of The Society 
of Incorporated Accountants, and senior partner of 
Messrs Bulton, Stevens & Witty, Incorporated 
Accountants. 

Over 13,500 applications involving £260 million in 
refunds, were considered by the panel, besides 
which they received some 6,000 inquiries. The work 
of the panel had gradually tailed off and there had 
been virtually nothing for their consideration during 
the past year. They therefore advised the Chancellor 
that the tasks for which they had been appointed were 
completed. 


Charity and Income Tax 


Wills frequently contain provisions which cannot be 
implemented unless the purposes of the provisions 
are charitable. It is perhaps not surprising that the 
judicial interpretation of what is ‘charitable’ once 
tended in those circumstances to be wide rather than 
narrow. On the other hand, the Inland Revenue, in 
dealing with claims for tax exemption on charitable 
grounds have naturally tended towards a stricter 
view which in recent years has been adopted by the 
Courts. Sooner or later there was bound to be a case 
where the trustees of a trust which had been regarded 
as charitable, in proceedings in which tax questions 
did not arise, were met with a refusal of tax exemp- 
tion. This has now happened in Vernon v. C.I.R. 
(The Times, May 4th, 1956.) 

Under a will, moneys were to be held on trust for 
the benefit of the employees of a particular firm. 
Proceedings to establish whether or not this was a 
valid charitable trust were compromised in 1919 and 
an order was made by consent in 1921 setting up a 
scheme for the administration of the employees’ 
fund on what were believed to be charitable trusts. 
The Attorney-General (representing the Cron as 
parens patriae) consented to the compromise and the 
scheme. A trust for employees of a particular firm 
lacks the necessary public element to make it 
charitable. (Wernher’s Charitable Trust v. CIR. 
(16 A.T.C. 73; 21 T.C. 137.) The trustees, while 
conceding this, argued that the Inland Revenue 
were estopped by the order made in 1921 from 
contesting the charitable nature of the trusts. 
Upjohn, J., dismissing their appeal, said there was no 
estoppel. When the scheme was settled there was no 
argument about whether or not the trusts were 
charitable. Accordingly, he did not have to consider 
the interesting question (assuming the Attorney- 
General was estopped) whether that estoppel would 
also bind the Inland Revenue. 


Estate Duty Avoidance Approved by Court 


The well-known device for reducing estate duty 
liability under which the tenant for life of settled 
property buys the reversion was the subject of severe 
criticism in the House of Commons in the Budget 
debate. It is interesting to observe that the Chancery 
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Division of the High Court approved just such a 
scheme a month earlier. (Re Cockerell’s Settlement 
Trusts ({1956] 2 All E.R. 172).) 

A large fund was held under settlement A for X. 
during her life. The reversionary interest in the fund 
itself was the subject of settlement B, of which Y. 
was the life-tenant. The trustees of the B settlement 
had no power to sell the reversion before it fell in, 
so that the life-tenant Y. was receiving no income 
from it. Life-tenant X. was 65 years old. She was 
prepared to buy the reversion for some {80,000 if 
the trustees could validly sell it. If it was not sold to 
her, it was likely to yield on her death, after estate 
duty, only some £44,000. In these circumstances, Y. 
applied to the Court under Section 57 of the Trustee 
Act, 1925, to authorize the trustees to sell the rever- 
sion to X. Upjohn, J., said that the transaction was 
quite plainly for the benefit of the B trust and he 
authorized it accordingly. He added that the case 
was plainly distinguishable from Chapman v. 
Chapman. (See the article on this case, ‘Estate Duty 
and ‘Trusts’, in our issue of April 3rd, 1954.) 


The Chancellor on Inflation 


At a meeting of the National Production Advisory 
Council on Industry last week, the Chancellor of 
the Exchequer took the opportunity to comment 
about the general economic situation. He explained 
to the Council some of the considerations which he 
had in mind when he framed his Budget. He gave 
his reasons, which are by now well known, for 
emphasizing the need for saving. He pointed out 
` that, in private industry, the mood is more cautious 
than it was in the latter part of 1955, but, taken all 
round, the situation remains one of excess demand. 
Consumer demand, though not increasing as fast as 
at one time, remains high and it is kept buoyant to 
some extent by large wage increases. Investment also 
contięues, in the Chancellor’s view, to run at a high 
level and reports from various regions do not suggest 
that long-term investment programmes have yet been 
seriously modified. One way and another, the rate of 
fixed investment in 1956 is expected to be higher than 
in 1955 and it will be recalled that, in this connection, 
the Government recently said that it expected invest- 
ment to run at about {100 million higher than in 
1955. 
He pointed out at the meeting that Western 
Germany is now investing more per head of popula- 
tion than is this country and that, although statistical 
comparisons can only be approximate, there are 
signs here of one of our chief competitors building 
- up a more powerful industrial potential than the 
United Kingdom. Mr Macmillan emphasized that 
this country must earn a substantial surplus on its 
overseas account in order to maintain its economic 
osition in the world and to defend its standard of 
iving. He reaffirmed the figure of £300 million — in 
fact he put it between £300 and {£350 million — as 
the target for the external balance. ‘We cannot do 
this’, he said, ‘without improving still further on the 
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already substantial growth of exports since the war.’ 
It is quite clear that, as long as this target remains 
and is not attained, that the deflationary pressure on 
home demand must continue in order to force the 
economy to export. e 
Capital Expenditure in 1955 


Figures have now been published of the fixed capital 
expenditure of certain industries in 1955. There was a 
noticeable upward surge in outlay as the year went 
on and, for 1955 as a whole, total fixed capital 
expenditure in manufacturing industry was 27 per 
cent above 1954. The biggest increase was by the 
motor vehicle industry, which advanced by 95 per 
cent and by the paper and printing industries, which 
went up by 50 per cent. 

Expenditure on plant, machinery and vehicles 
increased by 21 per cent, of which plant and machin- 
ery showed a 20 per cent advance and vehicles 29 
per cent. In all groups, the increased outlay on 
building work was much larger than that on plant, 
machinery and vehicles. The figures are based on a 
sample of public companies with a stock exchange 
quotation, and to that extent they reflect only the 
policy of larger concerns. Nevertheless, it is not likely 
that the trend is misleading so far as industry as a 
whole is concerned, although the percentage move- 
ment in any direction may be exaggerated by having 
to-confine the returns to companies which, on the 
whole, have substantial liquid reserves and access 
to the open capital market. In certain industrial 
groups especially paper and printing, and textiles, 
the proportion of large public companies is compara- 
tively small. To judge from the sample, it is not 
possible to say how the returns have been affected 
by this fact. 


Canadian Tax Conference Report 


It is with interest that we have recently received a 
copy of the published proceedings of the ninth annual 
tax conference convened by the Canadian Tax 
Foundation and held at Toronto on November 
th and 8th, 1955. This is the first time that confer- 
ence proceedings, including impromptu discussions 
following prepared papers, have been reported 
verbatim, and the report is about as large as the final 
report of the Royal Commission on ‘Taxation. The 
findings of the Royal Commission were, in fact, the 
subject of a paper read by Mr J. Harvey Perry, 
Director of the Foundation. 

Apart from Mr Perry’s review of recent United 
Kingdom tax developments, the conference was not 
concerned with British taxation as such, but it 
inevitably figured in the proceedings. In any case, 
so many of the tax problems dealt with in practice 
are common to both Britain and Canada, not to 
mention the United States, which was well repre- 
sented at the conference. 

The reported discussions are particularly inter- 
esting. 
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FINANCE AND COMMERCE. 


Despite increasing pressure from new issues, both in 
the gilt-edged and equity sections, the stock-markets 
remain reasonably firm. General business, however, 
is highly selective and the volume of turnover is not 
e, 
P. & O. Accounts 
, The accounts of the Peninsular and Oriental Steam 
| Navigation Company (otherwise the P. & O.) which 
‘we reprint this week, are an important step forward 
in this company’s reporting. The changes are summed 
up as follows: 

The fleet is stated at the cost of all ships in service 
less depreciation on the basis of a twenty-year life. 

Payments still to be made on ships under con- 
struction are excluded both from the value of the 
fleet and from current liabilities but are shown on 
the face of the balance-sheet in a note of the commit- 
ments for capital expenditure. 

The tax saving, under the system of initial allow- 
:ances and on the excess of annual allowances granted 
iby the Revenue over depreciation provided on the 
ibasis of a twenty-year life, has been set aside for 
future taxation to meet the additional taxation pay- 
| ments arising in later years. 

Capital and revenue reserves have been increased 
br depreciation and reserves previously deducted 
‘from the cost of ships in excess of accumulated 
‘depreciation on the basis of a twenty-year life, less 
ithe amount set aside for future taxation; by reserves 
hitherto deducted from freehold and ‘leasehold 
properties etc.; and by amounts written off invest- 
[ments in subsidiary companies in years gone by 
iwhich are no longer required. 


| Group Simplification 

‘As a simplification of the Group’s financial structure, 
ithe P. & O. company has acquired from the British 
India Company its shareholdings in the Hain Steam- 
ship Co Ltd and in James Nourse Ltd, so that both 
become wholly-owned subsidiaries of the parent 
company. To finance the purchase, the British India 
‘Company declared a special dividend of £54 million 
lout of reserves which has been paid to P. & O. and 
credited to that company’s reserve account. These 
acquisitions explain the increase in shareholdings in 
subsidiaries in the P. & O. balance-sheet. 

| Finally, and very important, the balance-sheet and 
profit and loss account have been prepared without 
recourse to the Companies (Shipping Companies 
Exemption) Order, 1948. 

| A further change in the balance-sheet is the 
doubling of the issued capital by capitalization of 
eserves, which, the report puts on record, upset the 
Australian shippers. Just about the time of the 
capitalization, the Conference Lines (British and 
Continental) in the Australian trade had to propose, 
through the established machinery in Australia, an 
increase in freight rates to meet costs which had 


| 


increased since the last freights review two years 

reviously. And the P. & O. capitalization of reserves 
was freely used in Australia as an argument against 
the proposed increase in freights. In the face of all 
explanations, statements were made that stockholders 
in P. & O. had received a bonus of £14 million with 
the clear implication that they were better off to 
that extent’. 


New Spirit 


Another point from the report is the three visits 
by stockholders to the company’s ships in 1955; the 
Himalaya, Iberia, and the Arcadia. Heavy applica- 
tions had to be dealt with by ballot, the visits were 
‘highly successful’, and the directors hope to continue 
this form of good public relations. 

Those who have followed P. & O. affairs, whether 
within the company as members or as lookers-on, 
cannot fail to have noticed this new spirit in the 
boardroom. The air of aloofness which seemed to 
treat those outside rather as the Victorian governed 
his family has given way to the more human approach 
of the second half of the twentieth century. 


Law Land 


The 1955 accounts of Law Land Co Ltd show the. 
main profit items as follows: ‘Rents and other income 
from properties, after deducting ground and other 
rents, rates, service expenses, repairs and manage- 
ment expenses.’ The figure produced is £217,883 as 
compared with £201,242. 

Mr J. C. R. Durran, the chairman, explains the 
change from previous years when they showed the 
gross income figure and the outgoings separately. 

On the one hand, they had since 1953 disposed of 
three properties where they used to receive gentals 
which included rates, wages, lighting and other 
services to tenants and where the company was 
responsible for considerable repairs. They had also 
ceased to provide optional services in one of their 
large blocks of flats which were not in sufficient 
demand. 

On the other hand, they had bought a number of 
industrial premises and blocks of flats and maison- 
ettes where the rentals were exclusive of the items 
mentioned. A comparison of the separate figures for 
the gross income and outgoings with those of the 
previous year would therefore be misleading and the 
net figure now shown gave a more useful picture of 
earnings from properties compared with the ‘previous 

ear. 
: Money Market . 
For the first time since the increase in Bank rate to 
5$ per cent the Treasury bill rate is under £5 per cent. 
With the market’s bid raised to £98 15s 3d, the average 
rate on May 4th was £4 19s 0-35d per cent. Applica- 
tions: totalled {397,895,000 but only £240 million 
out of the offer of £250 million was allotted. 
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CURRENT LAW 


Company: Prospectus . 2 
For the purpose Ofgmerging, the Clan Line Steamers 
Ltd and Union- 
formed a new company to acquire the capital of each 
of the others. The offer of the new company was 
contained in a circular, accompanied by a form of 
acceptance and transfer. The plaintiffs were share- 


holders of the Union-Castle and they applied to 


- restrain the new company from proce 


, alleging 


_ that the circular was a prospectus to which ection 38 
of the Companies Act, 1948, applied and that it did 


D 


not comply with the requirements of that Section. 
Wynn-Parry, J., held that the circular was not 

such a prospectus. Section 38 applied only to forms 

of ap pies in connection with a prospectus 


: offering shares for subscription or purchase and the 
_ word ‘prospectus’ in that Section was no wider than 


was defined in Section 455. In the present case, there 


_ was no offer to purchase shares, as the shares to be 


acquired were unissued and there was no invitation 
to subscribe for shares for cash, nor any offer to the 


: public. He further held that the form of acceptance 
and transfer was’ not an application for shares 


e m 


within Section 38, but the communication of an 


‘offer to exchange shares (Governments Stocks and 


Other Securities Investment Co Lid and Others v. 


_ Christopher and Others ([1956] 1 All E.R. 490)). 


Gold Clause in Domestic Contract 
The Accountant for March roth, 1956, dealt with the 


_decision of Lord Goddard, L.C.J., in Treseder- 
| Griffin and Another v. Co-operative Insurance Society 
| Ltd, which found in favour of the plaintiffs in respect 
of a clause in a lease providing for the payment of 
rent in the following terms: ‘paying either in gold 
' sterling or Bank of England notes to the equivalent 


value in gold sterling the rent of {£1,900 . . . by 


equal quarterly payments’. The Court of Appeal 


. arman J., dissenting) have reversed this decision. 


` Denning, L.J., was not altogether sure that it was 
lawful to insert a clause in a domestic contract. The 
phrase ‘gold sterling’ did not mean gold coins 
| regarded’ as a commodity but as sterling currency 
‘and as such 1,900 sovereigns were, worth exactly 
‘£1,900. His lordship regarded the words ‘one 
ı thousand nine hundred pounds’ as fixing the amount 
to be paid. Morris, L.J.; agreed, but Harman, J., 
| agreed with the Lord Chief Justice. 

Leave was given to appeal to the House of Lords. 


| 

| Iliegality of Contract: Enforcement 

‘In Regazzoni o. Sethia (1944) Ltd (Law Times, 
: January 27th, 1956), Sellers, J., refused to enforce an 
‘agreement by which the defendants undertook to 
i deliver to the plaintiff a quantity of jute bags and, on 
their failing to do so, were sued by the plaintiff for 
‘damages. Owing to strained relations between India 
and South ‘Africa, to which country thé bags were 


astle Mail Steamship Co Ltd 


to go, India had prohibited the export So India of 
goods destined for South Africa, either direct or by 
way of other places. Both parties to the contract knew 
of this prohibition. 

Sellers, J., held, following the decision in Foster v. 
Driscoll ([1929] 1 K.B. 470), that the agreement was 
not enforceable as it could not be performed without 
violating the law of a friendly country. Thus damages 
for non-fulfilment could not be recovered. 


Bankruptcy: Husband’s Allowance to Wife | 


A husband contracted to pay his former wife {50 
monthly. The wife was adjudicated bankrupt, but 
obtained her discharge subject to suspension for two 
years. The husband asked how, as between her 
and her trustee, the monthly payments should be 
disposed of. 

_ Upjohn, J., held that the matter was settled by 
Re Landau ifr 934] 1 Ch. 549), in which it was decided 
that the sum payable was ‘income’ within the meaning 
of Section 51 (2) of the Bankruptcy Act, 1914. In 
his. view, where the bankrupt was in receipt of a 
salary or an income or was entitled to any part of it, 
the Court on the application ‘of the trustee should 
make such order as it thought fit for the payment of the 
salary to the trustee; that although the income vested 
in the trustee he must obtain an order of the Court 
ordering that the income or some part of it be paid to 
him. Only the trustee could make the application; 
the bankrupt could not (Ex parte Huggins; re Huggins, 
((1882) 21 Ch. D. 85)).: Thus Section 51 controlled 
the vesting of the property under Sections 18 and 38 
and though the payments vested in the trustee, they 
remained payable to the bankrupt until the trustee 
applied to the Court and obtained an order that they, 
or part, be paid to him (Re Tennant’s Apphcation, 
(Soltcttors’ Journal, February 11th, 1956)). 


Consent of Charity Commissioners fi 
to Sale of Land : 


The plaintiff in Milner v. Staffordshire Congregational 
Union (Incorporated) ([1956] 1 All E.R. 494) entered 
into a written contract to buy freehold land from the 
trustees of a charity. At that date the consent of the 
Charity Commissioners had not been obtained, but 
a fortnight later he was told that their consent was 
necessary to the sale. Three weeks later the plaintiff 
tried to withdraw from the sale. The consent was 
obtained a month later, but the plaintiff demanded the 
return of his deposit. 

Danckwerts, J., held that he was entitled to recover. 
A sale within the meaning of Section 29 of the Charit- 
able Trusts Amendment Act, 1855, was made at the 
time the contract was entered into and as, under that 
section, the approval of the Charity Commissioners 
was essential to its validity, the contract entered 
into before that consent had been obtained was 
unlawful and not binding on him. ` 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Electricity Supply Committee Report: 
Depreciation 


Sm, — I refer to Mr Calton’s letter published in your 
issue of March 3rd, in which he expressed the view 
that depreciation calculated on the basis of the 
historical cost of fixed assets is adequate in so far as 
those assets are financed by redeemable loan stock. 
It may be that that view is correct when applied to a 
privately-owned enterprise financed partly by loans 
and partly by ordinary shares. The Herbert Com- 
mittee, however, were concerned with a state-owned 
industry, which presents different problems from 
those of private industry. Accordingly, a fresh 
approach had to be made to the depreciation problem. 
The arguments which have appeared in your columns 
and elsewhere on the subject of ‘accounting for 
inflation’ do not necessarily apply to the electricity 
industry, since they were focused upon private 
industry. 

In connection with depreciation, the primary 
question considered by the Committee was ‘what 
casts ought to be taken into account in assessing what 
should be passed on to consumers in tariffs’. The 
criterion accepted was that the depreciation provisions 

‘in any accounting period could be considered’ 

adequate if they provided, roughly speaking, for the 

maintenance of capacity to deliver permanently the 
same number of kilowatts as the plant was capable 
of delivering in that period’. 
If such a policy is not followed (for example, if 
depreciation is provided on an historical cost basis) 
Se the cost per kilowatt of plant capacity continues 
to rise, the real capital of the industry will be partly 


stockholders. 

In times ‘of inflation the ‘erosion’ of the stock- 
holders’ real capital is inevitable: that is Mr Calton’s 
point and, of course, it is perfectly true. We are 
dealing here, however, with a state-owned industry 
with a capital of over £ 1,000 million, and any policy 
decision should have regard to the interests of the 
national economy. The policy suggested by Mr 
Calton would, in periods when price levels were 
rising, result in the consumption of a part of the 
nation’s real capital invested in the industry; or the 
maintenance of that real capital only by continual 
resort to fresh borrowings. I suggest that to follow 
such a policy would not be in the best interests of the 
economy, since it would be likely to aggravate the 
harm which inevitably accompanies inflation. 

The matters to be taken into consideration in 
drafting the accounts of the industry differ from those 
relating to a trading company’s accounts. The consid- 
erations which led the Committee to take the view 
that depreciation at current price levels should 


ed by consumers at the expense. of the-loan ` 


° 
be charged in the accounts as one item of cost are set 
out in paragraph 338 of their report. I suggest that 
the form of the accounts should have regard to the 
national point of view. To show an illusory profit 
arising from inflation would, in my opinion, be quite 


wrong. 
Yours faithfully, 
London, Wr. LAWRENCE W ROBSON. 


‘The High-speed Computer’ 
SIR, ~ In your March 24th issue, the report of a talk 


-by Mr T. R. Thompson on the detailed applications 


of high-speed computers contains a reference to` 
bought invoices and suppliers’ accounts. These are 
not usually dealt with in connection with high-speed 
computers, because speed is not an essential element 
in their processing, beyond the checking of calcula- 
tions and extensions. However, I remember a detailed 
account of the application of computers to this field, 
by means of punched cards, in an American account- 
ing publication dated 1948. It is to be assumed that 
considerable progress has been made since then. 

The same applies to sales ledger accounts where 
fully integrated procedures from order to ledger 
card are cady i in operation in the U.S.A. It is still 
fashionable to ‘knock the Yanks’ as Mr Thompson 
does in his final paragraph, but their readiness to 
‘have a go’ on the basis of a purely theoretical calcula- 
tion lies at the root of their success in this and other 
fields. If we are to wait for ‘considerable practical 
experience’ of high-speed computers before devising 
applications for them and putting them to work, we 
shall soon be completely outdistanced. 

Yours truly, 

Parts, jeme, France. KENNETH S. MOST. 
[Mr T. R. Thompson writes: I quite agree with your 
correspondent about the probable reason why high- 
speed computers have as yet not been applied to 
bought ledgers and suppliers’ accounts. As regards 
sales ledger accounts, I had not heard of any fully- 
integrated procedure from order to ledger cards, and 
I should be interested to know where this may be seen, 

With regard to my criticism of the Americans, 
perhaps your correspondent would refer to my paper, 
where he would see that the only criticism I made 
was in regard to their superficiality. I fully agree with 
the policy of not waiting for other people’s practical ` 
experience, but ‘having a go’ as the Americans do.] 


The Budget and Inflation 
Sir, — It is surprising to read in your recent leader 
on the Budget (April 21st issue), regarding Mr 
Macmillan’s decision to carry the capital needs of 
the nationalized industries in the Budget ‘below the 
line’, that ‘there is no direct economic effect arising 
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from the change’ for the reason that ‘the nationalized 
‘industries would have raised their capital on the open 
market as an alternative’. Surely this reasoning is 
' fundamentally false and the fact is that, if the national- 
ized industries do raise their capital on the open 
‘market, there would be no inflationary pressure from 
their action in so far as the money was found by the 
public, whereas if they have it raised for them by the 
_ Chancellor out of a deficit — as is intended — the effect 
Ia simply inflation. 

' How is it supposed the Chancellor will raise this 
| money? He will surely follow the normal Govern- 
ment practice of ‘promising to pay’ the Bank of 
| England, by the issue of some security, or Treasury 
bill, or the like, in exchange for the creation by the 
Bank of England of a deposit in the Government’s 
| favour of the estimated £350 million. The Govern- 
: ment will then proceed to draw on this credit and 
| payment will be made by the Bank of England, 
| transferring from the account of the original borrower, 
Le, the Government, to the accounts of the joint 
stock banks. The significant point of this is that such 
transfers increase the ‘cash’ of the joint stock banks. 
| In fact, the credit base of the country will be increased 
be £350 million, whereas it would not have been 
increased at all if the nationalized industries had 
' gone to the public for their money. A further point 
| which is so often overlooked is that if the credit base 
18 increased, credit itself is increased up to tenfold. 

_ What a contrast with the very recently declared 
| Government policy of forcing local governments into 
| the stock market for their capital requirements as a 
deflationary weapon! What a price for a Chancellor 
to pay aiming at deflation for a closer control of 
| nationalized industries’ expenditure! 

| Would it not have been quite as simple and, at the 
| same time, not inflationary to ensure that no capital 
; account borrowing could be undertaken by the 
nationalized industries without prior Government 
| approval? 

' The Chancellor himself referred to the ‘murder’ 
of his ‘beautiful overall surplus’. Is it conceivable 
i that he could have overlooked the gigantic ghost of 
| inflation that will arise from this deed? 
| 
i 


thfully, 
Fetcham, Surrey. J. P. HOURSTON, GA 


, Professional Welfare . 
| Sır, ~ I was very interested in Mr Heatherington’s 
| letter, headed “The Drift to Industry’, in your issue 
' of March 3rd, regarding some of the difficulties of 
| provincial practitioners. As a practitioner in the 
. North of England, I wish to state that I am in entire 
. agreement with him. 

It is my view that, in order to protect the provincial 
' practitioner who has the best interests of the profes- 
i sion at heart, the Institute should establish a com- 


| 


, mittee to examine and report on the problems of. 


| medium and smaller firms. Such a committee could 
| . 


THE ACCOUNTANT. 


543 


deal, inter alia, with such matters as: 
(1) Fee-fixing. 
(2) Competition (qualified and unqualified). 
(3) Standards of work. 
(4) Staff conditions. 


Many provincial accountants are trying to enhance 
the public standing of the term ‘chartered accountant’, 
but when the main consideration of most small and 
medium-sized commercial undertakings is the fee 
to be charged, accountants are tempted to omit 
necessary work in order to perform it at the client’s 
suggested fee. Such a practice is highly to be depre- 
cated in a profession such as ours. 

Furthermore, because of these low fees, it is my 
opinion that clerks’ salaries are not sufficiently con- 
sidered in fee-fixing. The salary conditions of many 
clerks are so low — and big as well as small firms 
default in this — that they are compelled to do private 
work (which should be public accountants’ work) in 
order to increase their inadequate salaries. A profes- 
sion such as ours has a responsibility to its staffs to 
ensure that their working conditions.are worthy of 
their loyalty. . E - 

Some readers of this letter may get the view that I 
an advocating a standard of minimum fees in order to 
protect incompetent practitioners. Such is not the 
case. The reason for the letter is an endeavour to get a 
better standard for all concerned. As most practitioners 
will agree, those clients whose main consideration is 
the fee are usually ‘penny wise to be pound foolish’. 
We have to educate business people to the fact that a - 
good accountant is an investment, not a luxury nor a 


nec evil, and also to the fact that considered 
advice has to be paid for. 
Yours faithfully, 
AN A.C.A. 















AN EXCEPTIONAL OPPORTUNITY 


is open to a thoroughly experienced 
TAXATION SPECIALIST 


Salary £1,500 — £2,000 
Pension Scheme 
Excellent Prospects 
Applicants must have been in long and close 
touch with taxation law and practice either 
in an accountancy office or as an Inspector of 
Taxes. Applications, which will be treated in 
strict confidence, should be addressed to 
Box TS/101, The Accountant, 
4 Drapers Gardens, London, EC2. 
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- Reports of Public: Companies 
THE ACCOUNTANT 
ANNUAL AWARDS 


Winners of the 1956 Awards Announced 


The E of the winning companies in 1956 of THE ACCO UNTANT ANNUAL | 
‘AWARDS for reports and accounts of public companies are now announced. 


It is encouraging to note a considerable increase in the number of entries. 

All those reports and accounts presented at annual meetings held within the year 
ended December 31st, 1955, which were submitted for consideration for the 1956 
Awards, were subjected to a preliminary screening by reference to standards of 


_ qualification determined by the Panel of Judges, and a number 1 were selected- for 


submission to the Panel for final decision. 
Folléwing their detailed consideration of these the Panel have made the yards 


for 1956 to: ` 
- ASSOCIATED ELECTRICAL INDUSTRIES LTD 


and 


FOLLAND AIRCRAFT LTD 


It was announced in 1955 that consideration would be given to the making of an 
Award to a ‘smaller’ company requiring less complex accounts. Folland Aircraft Ltd 


_ is the first company in this category to.win one of the Awards. - 


The two Awards, which are of equal rank, take the same form as the first Award 
presented in 1954—each being a pair of hand-made silver wall sconces inscribed 
with the name of the winning company and specially. Dee to symbolize ancient 
and modern ways of depicting commerce and accountancy. 


Presentation by the Lord Mayor of London 
The tan Mayor of London, Mr:Alderman Cuthbert arog, has kindly agreed ` 


to present the Awards in June at the Mansion House. 


The Panel of Judges 
The following are serving on the Panel of Judges: Mr Montagu Coige; OC, ewe, 
man; Mr W. L. Barrows, J.P., F.C.A.; Sir Harold Barton, F.c.a.; Lord Latham, J.P., 
F.A.C.C.A., Mr Thomas Lister, M.A., GA: Mr Bertram Nelson, CBE, , J-P., F.5.A.A.; 
Mr G. ee Mr Derek du Pré, Editor, The Accountant. 


The Awards 
THE ACCOUN TAN: T AWARDS are made annually to companies ieee! shares 
are quoted. on a recognized stock exchange in the United Kingdom, in relation to the 
form and content of the report and accounts as issued to-their members. The Panel 
of Judges attaches particular EE to the adequacy of the information given 


¿and its presentation. ` 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
‘SEVENTY-FIFTH ANNUAL MEETING 


The seventy-fifth annual meeting of The Institute of Chartered Accountants in 
England and Wales was held on Wednesday, May 2nd, 1956, at the Hall of the 
Chartered Insurance Institute, 20 Aldermanbury, London, EC2. Mr W. S., 

Carrington, F.C.A., the President, was in the chair. i 


Tae PRESIDENT said: Ladies and Gentlemen, before 
proceeding with my address I will introduce those 
whom I have with me on the platform: 

Proceeding from left to right we have: Mr F. M. 
Wilkinson, Assistant Secretary, Mr D. V. House, 
Past President, Sir Thomas Robson, Past President, 
Sir Bernhard Binder, Past President; Sir Harold 
Howitt, Past President; Sir Nicholas Waterhouse, 
Past President; Mr A. S. H. Dicker, Vice-President; 
Mr A. S. MacIver, Secretary; Mr George Freeman, 
Senior Past President; Sir Harold Barton, Past 
President; Mr G. D. Shepherd, Past President; Mr 
C. W. Boyce, Past President; Mr James Blakey, Past 
President; and Mr C. H. S. Loveday, Assistant 
Secretary. 

It has been customary in recent years to dispense 
with the reading of the notice convening the meeting 
and the auditors’ report. Is it your pleasure that we 
save time again by following that procedure? (Agreed.) 
‘Thank you. 

Jubilee 


Although this is the seventy-fifth annual meeting of 
the Institute, we are in fact within a few days of the 
end of our seventy-sixth year. The seventy-fifth 
anniversary of the grant of our Royal Charter on 
May ch, 1880, took place last year, when our 
celebrations included the dinner in Guildhall at 
which we were honoured by the presence of His Royal 
Highness The Duke of Edinburgh. 


Membership and Finance 


When we look at our membership figures it is quite clear 
that we certainly had something to celebrate. By 
January 1st this year the total had reached 18,772, 
an increase of 621 over the figure at the beginning of, 
1955, and as I speak to you today the total has exceeded 
the 19,000 mark. Without exception, every one of 
these members has received his or her training in 
public accountancy and has passed our Final examina- 
tion. We can look upon this position with at least some 
degree of modest satisfaction. 

‘The excess of income over expenditure in 1955 at 
£7,197 was some {11,000 less than that for the 
preceding year, but I do not think there is any cause 
for alarm on that score. A number of special items, 
which are evident in the accounts, were the main cause 
of the reduction. 

Our accumulated fund now amounts to £212,583, 
but in considering this I would remind members 
of what is stated in paragraph 85 of the annual 
‘report, namely, that the fund is subject to what- 
ever initial contribution is necessary when the revised 
atrangerments are introduced for retirement benefits for 
Institute staff, and also subject to any contributions 


which may be required to maintain the solvency of the’ 
existing fund when the pending actuarial valuation has 
been taken. Moreover, we must not ignore the fact 
that the Institute building in Moorgate Place is no 
longer large enough for the greatly increased activities 
and much larger membership, so that -substantial 
capital expenditure will probably have to be incurred 
within the next few years. 

The only other comment I have to make in regard 
to our finances is that, at the balance-sheet date, the 
middle market value of our investments exceeded their 
cost by some £35,000 and when one looks at the 
constitution of this surplus one findg that, whereas our 
fixed interest investments, all of which were, and still 
are, in dated stocks, had a market value of £2,400 less 
than cost, our variable dividend investments showed an 
unrealized appreciation in December of close on 
£38,000 over their cost of £60,000. At the end of April 
we still had an overall surplus over book value of 
approximately £35,000. These figures demonstrate 
the importance of the greatly extended powers 
of investrnent taken under the new Bye-law 24 
in 1948. The Council’s present policy is to invest in 
equity stocks and shares, in suitable circumstances, up 
to a maximum of two-thirds of the funds available for 
investment. The 1955 accounts show that the major 
part of our variable dividend investments is in the 
ordinary stocks of insurance companies and investment 
trusts, which provide a much wider spread of under- 
lying investments than could otherwise be achieved 
with the available funds. A substantial sufm has, 
however, also been invested directly in ordinary 
shares of selected industrial companies. Our investments 
are made and kept under regular review by a small 
investment sub-committee which has power to act 
within the general policy I have outlined. While 
speaking of investments I would add that I think it is 
to be regretted that in the absence of special provisions 
in the trust instrument, trustees in general are still 
without powers correspontling to ours in the field of 
investment and are still bound to invest in ‘money’ 
stocks. 


Publications during the Year 


Two very important publications were issued by the 
Institute during the past twelve months. The first, a 
pamphlet entitled Reports on Accounts of Sole Traders 
and Partnerships, was issued to all members of the 
Institute last May, and a copy will be supplied without 
charge to anyone applying to the offices of the Institute. 
The purpose of this pamphlet (like most Council 
statements) was to indicate to members what the 
Council regards as the best practice. It concerns 
directly the bread-and-butter work on which our 
practising members are engaged and it applies, in the 
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main, to the large number of members whose practices 
are small or medium-sized and where therefore a 
high proportion of the clients usually consists of sole 
traders and some partnerships. There has been great 
diversity in the manner of reporting on the accounts of 
such clients and while uniformity is neither possible 
nor desirable the Council felt that some guidance would 
be appreciated by members. 

Apart from clients for whom an audivi is undertaken 
and who are therefore entitled to an appropriate 
audit report, there are three broad categories of client. 
First, those where the work we have been able to do 
and our confidence in the records enable us to feel 
satisfied that the accounts we prepare do give a true 
and fair view. Second, those where we have no reason 
to doubt the records but where our instructions do not 
enable us to undertake sufficient examinations and 
inquiries to be able to express any opinion on the 
accounts. Third, those where the records, combined 
with the explanations we obtain, are such that when we 
have prepared the accounts their reliability must be 
open to question. 

Clearly the same form of report is not suitable for 
each of these very different categories. Equally clearly, 
the absence of any report at all leaves the reader in 
ignorance of the significance he can properly attach to 
the appearance of the member’s name on the accounts 
and he may well draw wrong conclusions. If therefore 
‘the accounts we prepare are to be of value, we must 
make a report; and if a report is to have significance it 
must contain enough to ensure that the appearance of 
the member’s name does not imply that the accounts 
are more reliable than the circumstances warrant. 

Our contractual obligation is of course to our 
clients and to them alone and it is to them that we 
should report. A client should then be in no doubt 


as to the degree of responsibility a member can. 


accept for a particular set of accounts. We must 
not forget, also, that accounts will often be sub- 
mitted by a client, or on his authority, to a third 
party and in particular the Inland Revenue. Anyone 
who sees the accounts should be made aware of 
the nature of the responsibility which the member 
has umdertaken towards his client. It is therefore 
important that our reports should either appear on the 
face of the accounts or be referred to thereon. 

As professional men, highly respected for our 
integrity and independence, it is not our concern if a 
client regards with some degree of distaste a report 
based on fact and honestly. expressed. It is up to him 
to extend our instructions or, as the case may be, put 
his records in order. Our function is to provide skilled 
professional services, not to provide a cloak of respecta- 
bility as a cover for a clients deficiencies, whether due 
to carelessness or other causes. 

The other important publication by the Institute 
during the year was the book entitled Standard Costing: 
` an Introduction to the Accounting Processes, prepared 
by that most active and extremely helpful body, the 
Taxation and Research Committee. It is the outcome of 
a long period of preparation and I hope it will receive 
the careful study it deserves. 

Great attention is being paid within the accountancy 
profession to the subject of management accounting; 
there is a growing body of experience on it and much is 
being done under the aegis of the Institute, both 
centrally and in the districts, by way of research and 
study of this all-important subject. 
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The constructive purpose of accounting as now 
understood and practised represents a reversal of the 
old procedures in cost accounting. Enlightened business 
men no longer rely on costs which are merely the 
arithmetical result of calculations from past figures. 
Instead, they develop predetermined costs related 
directly to their plans for the of materials and 
production facilities, taking account of all known price 
factors. If actual experience later differs from the goal, 
this indicates that something needs to be looked into 
immediately. Either the estimate is wrong, or there is 
something faulty in performance, or new factors have 
arisen. These are matters of extreme importance and 
whatever may be the cause of the divergence it needs 
immediate detection and investigation if efficiency is 
to be maintained. | 

The world is a competitive place and, whatever may 
have been the case in the past, no longer is it enough 
for management, particularly in the export field, to 
have as its philosophy that to earn a profit it must 
contrive somehow or other to get enough money for 
its product, no matter what that product costs. If we 
are to succeed in a world-wide competitive economy, 
the problem is one of getting costs down to where 4 
company can quote prices that are competitive and 
that the buyer is willing and able to pay. How much is 
the buyer willing and able to pay and what is competi- 
tion offering. These are the things that determine 
prices and determine the limits within which costs will 
have to be held. 

The services of the modern chartered accountant do 
SEN stop at accounting, audit and taxation; by reason of 

his training and diverse experience, coupled with his 
knowledge of the operations and conditions of his 
client’s business, the auditor is often fully prepared to 


offer, when asked, sound and constructive advice on 


matters of organization, method and policy and 
should the problem involved be such as to require 
specialist assistance this is available to the auditor. 
Business men who do not already do so would be well 
advised to make of their auditor a guide, philosopher 
and friend and to seek his constructive advice and 
assistance in regard to the planning and conduct of 
their businesses. 

Financial Problems of the Professional Classes 


Much has been said in various places about the effects 
of high taxation and inflation on the finance, trade 
and commerce of this country and I shall be referring 
to these matters in relation to the national scene later 
in this address, but I would not like anyone to think 
that practising accountants are immune from the 
effects of these burdensome and, to my mind, tragic 
phenomena. The practising accountant has been, and 
still is, at the mercy of ever-rising costs, particularly 
salaries, travelling and hotel expenses; these, in my view, 
constitute a more than adequate reason for a revision . 
of professional fees. Even where fees were settled 


‘only two or three years ago the increase in costs since 


then has been such as to merit a material uplift in 
our scales of charges. Our clients must surely know 
this only too well from their own experience in con- 
ducting their businesses. 

It is worthy of note that, according to the Economic 
Survey 1956 (Cmd. 9728), whilst wages and salaries 
went up in 1955 as compared with 1954 by 84 per cent, 
and rent, dividends and interest received. by persons 
rose by 8 per cent, the income of self-employed persons 
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rose by only 2 per cent. Likewise, whilst the income 
of the self-employed represented 13 per cent of the 
total domestic incomes in both 1938 and 1948, by 
1955 the proportion had dropped to ro per cent. 
Moreover, this category comprises incomes of farmers, 
professional persons end sole traders and partnerships, 
and is computed before providing for depreciation 
and stock appreciation. It seems a fair inference, 
therefore, that even without taking account of the 
fall in the value of money, the position of the profes- 
sional self-employed has deteriorated considerably. 
The impact of rising costs also manifests itself in 
the amount .of working capital required to finance 
work in progress and outstanding charges and many 
accountants are finding this a most difficult problem. 
In some instances, however, a palliative may be avail- 
able by arranging with clients for payments on account, 
and where the work on audits or other matters extends 
over a lengthy period, I consider that the accountant 
should be entitled, without any loss of dignity, to 
apply for payments on account as the work proceeds 


Overseas Relations 


Next year in Amsterdam there will be the seventh 
International Congress on Accounting, which is being 
organized by our good friends the Dutch. I hope that 
many of our members have noted the dates — Septem- 
ber 9th-13th, 1957 ~and that when the congress com- 
mittee announces the registration procedure there will 
be a good and enthusiastic response from our members. 
Anyone who examines the history of the profession in 
almost any country in the world cannot fail to be 
impressed by the major part played by chartered 
accountants from the United Kingdom in the world 
development of the profession. These little islands are 
truly the birthplace of public accountancy as it is 
understood in the English-speaking world, and we 
can rightly be proud of the contribution we have made 
to its world development. Let us continue that contri- 
bution in every way we can and make our representa- 
tion in Amsterdam worthy both of the achievements of 
the past and of our present standing in the field of 
accountancy. 

Such congresses have in recent years assumed even 
greater importance than they had in the past. There 
has been a persistent and most regrettable tendency, 
especially since the last war, for overseas countries to 
adopt a restrictive outlook and introduce artificial 
barriers which we, with our long experience of profes- 
sional development, regard as detrimental not only to 


' the profession but also to the interests of the countries - 


imposing them. The whole aim of the profession is 
to provide skilled services for the assistance and protec- 
tion of business activities wherever they are carried 
on. There is nothing in this worthy aim which calls 
for barriers based on nationality, residence, partner- 
ship association or otherwise. On the contrary, the 
introduction of such impediments can only deny to the 
profession its proper development and react unfavour- 
ably on trade and financial relationships with countries 
imposing them. 

Over Io per cent, that is upwards: of 2,000, of the 
Institute’s members are overseas and they are spread 
throughout the free world. Indeed, our current list of 
members shows that there are members residing or 
having offices in nearly one hundred countries. 

Your Council has been at pains in recent years to 
emphasize its firmly held belief in world freedom of 
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practice rights for suitably qualified accountants. We 
believe that the ideal arrangement is reciprocity, in 
all parts of the world, of the right to practise under the 
professional designation which the individual account- 
ant has obtained by suitable training, experience and 
examination, without restrictions on the right to enter 
into partnership or agency arrangements with properly 
qualified accountants, whatever may be their nationality 
or country of residence. 

We can well understand that in many of the rapidly 
developing countries there is a keen desire to build 
up a strong accountancy profession based on local 
needs. But there is really no enduring strength to be 
gained by removing valuable links — and preventing 
further links — with the profession in other countries. 
Congresses themselves are not enough. Real progress 
and development can only come through freedom to 
associate in practice throughout the world. 


National Affairs 


We remain in the throes of inflation, the root cause of 
which is that as a nation we are making demands on 
our resources — for current consumption, defence, 
capital construction and overseas investments — which 
collectively are too large to be met in full by production 
at its present level. The result of this is put very 
succinctly in paragraph 59 of the Economic Survey, 
where it states: ‘In 1954 the sterling area had a surplus 
with the non-sterling world of £97 millions; in 1955 
there was a deficit of £181 millions. Practically the 
whole of this worsening was in the current balance of 
the United Kingdom which in 1955 was in deficit to 
the extent of £318 million.’ This sad state of affairs in 
regard to the United Kingdom was caused by home 
demand rising to a point which could not be sustained 
by our own production, and imports rose more than 
exports. Moreover, and this is extremely important 
from a long-term standpoint, our exports did not 
expand so fast as those of our main competitors. The 
official statistics show that in the first nine months of 
1955 United Kingdom exports and manufactures were 
about 7 per cent higher in value than a year previously. 
The corresponding increases for the U.S.A., Western 
Germany and Japan were about o, 18 and 27 yer cent 
respectively. 

An increasing volume of exports is clearly necessary 
to meet our vital needs and maintain the value of our 
currency in world markets. As I have already stated, 
the world is a competitive place, and to succeed in the 
export market we require quality of product, prompt- 
ness of delivery, good after-sales service and, above all, 
prices that buyers are willing and able to pay. 

The inflationary element can only be reduced by 
increasing production or reducing consumption or 
reducing capital expenditure or by a combination of 
these three possibilities. In my view, British in~ 
dustry will require a vastly increasing and not a 
diminishing investment in plant and machinery and 
power facilities if it is not to lag even further behind 
its main competitors, the U.S.A., Western Germany 
and Japan, which, as I have stated, increased their 
production in 1955 at a much greater rate than we did. 

There is also a need for a higher degree of utiliza- 
tion of our existing plant and a lessening of restrictive 
practices. A more efficient use of our existing plant 
would have an immediately beneficial effect and 
I regard this as one of the major tasks now confronting 
management and their advisers. 
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‘Wealth cannot be created by book entry or the 
bases upon which financial accounts are prepared. The 
only way out of our present difficulties is by hard 
work and saving —hard work to increase production, 
saving to build up resources for capital investment and 
future betterment. 

Budget 
This is clearly the underlying theme of the recent 
Budget. 

I entirely agree with the Chancellor that if we are 
to press on with investment and the means of produc- 
tion at home and overseas our first and most urgent 
need is to restore, maintain and develop among all 


classes of our people the habit of saving, and I share ` 


his obvious preference on a long-term view for personal 
saving as compared with what is called ‘public saving’, 


which is, as the Chancellor has said, an excess extracted. 


from the citizens singly or corporately above what is 
necessary to carry on the work of government. For 
saving to become once again a popular and regular 
habit of individuals there must be confidence in the 
maintenance of the purchasing power of money — in 
other words, a general belief in the stability of prices 
over an extended period. I think it fair to say that 
the present Budget has been designed with ‘that end 
in view. As to details, I am sure that the members of 
this Institute, and “indeed the profession as a whole, 
will be with me when I say that we welcome the 
introduction of proposals to implement, albeit on a 
modest scale, the recommendations of the Second 
Millard Tucker Committee for taxation relief to the 
self-employed in respect of provision for their retire- 
“ment. Likewise, I welcome the proposals to relieve 
from income tax the annuity funds of life assurance 
companies in so far as they represent invested premi- 
ums arising from deferred annuity business for the 
self-employed, or from approved superannuation 
funds, and also the amendment in regard to the tax 
treatment of purchased life annuities. These are not 
concessions; they merely represent long overdue 
reforms required in -the interest of natural justice. 
(Hear, hear.) 

The proposed changes relating to the basis of taxa- 
tion ofeforeign employments and particularly the one 
which will have the effect that in future an employee 
of a company who goes to work wholly abroad will 
have his tax liability dealt with on the same basis, 
whether or not he continues to maintain a house in 
this country, will rationalize a hitherto EE 
illogical position, 

The increases in the rates of profits tax represent 
additional burdens on company profits which I consider 
were already more than sufficiently taxed. I was 
pleased to note that the Financial Secretary to the 
Treasury stated that the increases in the rates of 
profits tax are not to be taken as signifying rejection 
by the Chancellor, as a long-term objective, of the 
Royal Commission’s recommendations for a single 
undifferentiated rate of tax on company profits. A 
great deal of work would be saved and, in my view, a 
fairer basis of taxation would be the result if we had a 
flat rate of profits tax. Company financing would then 
be simplified and we should be able to dispense with 
all the complications attendant upon non-distribution 
relief and the anti-avoidance legislation relating to 
profits tax which so often tends to hamper reasonable 
and otherwise legitimate transactions and reorganiza- 
tions. ` 
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Finance Legislation. / 

The time has surely come when a really determined 
effort should be made to have Finance Acts drafted 
in language that can readily be understood by those 
whose work is concerned with the computation or 
assessment of tax liabilities or with advising clients on 
where they stand on any partitular issue. May I 
quote the Royal Commission: ‘We are disturbed by the. 
criticism that much of the anti-avoidance legislation 
is obscurely worded and drawn more widely than its 
purpose requires’ and the report went on to say that 
no one who tries to read through and understand the 
legislation relating to surtax on private companies 
would say that the twenty sections. concerned are 
really intelligible. Further, the Commission doubted 
whether many lawyers could expound with confidence 
the effect of the twenty-six sections of the Income Tax 
Act relating to the taxation of settlors in respect of 
settled or transferred income. . 

The number of skilled man-hours which must be 
spent every year in this country on wrestling with 
legislation such as that to which I have referred must 
be quite incredible and so far as the nation is con- 
cerned I suggest that such time is, from an economic 
standpoint, wasted time. I do hope therefore that 
the Chancellor can be prevailed upon to accept the 
view of the Royal Commission that the opportunity 
should be taken to conduct an expert review of the 
avoidance sections of our tax legislation on terms to 
inquire to what extent, if any, the relevant legislation 
may have been shown in the light of experience to have 
been drawn too widely for its purpose and to recom- 
mend modifications of the legislation which will make 
it shorter, briefer and more precise. . 


Conclusion 

In conclusion, I should like, as President, to express 
my most sincere thanks to the Vice-President and. 
other members of the Council, the staff of the Institute, 
the Presidents and Secretaries of the District Societies, 
and the members of their Committees, and to the 
Secretaries and members of the Committees of the 
Students’ Societies throughout the country for the 
great amount of work which they do on behalf of 
the Institute and its students, which work is often 
unheralded and unsung but-is nevertheless of vital 
importance to the continued development and success, 
not only of this Institute, but of the profession as a 
whole. (Applause.) 

Now I formally move the adoption of the aoe 
and accounts of the Institute for the year 1955, 
together with the auditors’ report thereon and I ask 
the Vice-President to second that. 

Mr A. S. H. Dicker, M.B.E., F.C.A. (Vice-President), 
seconded the motion. 

The President: The report and accounts are now 
open for discussion. 


DISCUSSION 
Mr L. H. WRIGLEY, F.C.A.: Mr President, with erari to 
the surplus on the income and diture account, my 
view is that it is still far too high. It is over £7,000, and 
on a membership of 17,000 that represents some 8s per 
member surplus. Over the last ten years there has been 
an average surplus each year of around 18s 6d to 21$ 6d per 
member and we were told in the early years that it- was 
necessary to build up a reserve fund. That is now £212,000: 
I do feel that we should not go on building this up inde- 
finitely and that at some stage the EE fees Geen 
be reduced. 
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Mr P. G. HesLor, F.c.a: Mr President, Ladies and Gentle- 
men: In supporting the motion for the el gia of the 
report and accounts I would like to speak both on my own 
behalf as a partner in what might be described as a ‘small- 
medium’ practice and, I hope, on behalf of members who 
are in a somewhat similar position, although they may very 
well disown most of what I am going to say. 


Firstly, Mr President, I would like to convey to the 
Council and to the Taxation and Research Committee 
at least one member’s de of the splendid work 
they have done ~ both in the past year and in the past few 
years — in Pree such immense help to us in so many 
different ways, bo 
yet attended one of the summer schools or autumn meetin 
because, like many others, I have not been able to find the 
time, but I have heard, from fellow members, of the excellent 
education they provide and, more important still, what a 
fine spirit pervades these activities. 


It is because of this healthy development in the Institute’s 
work in the past few years that I feel encouraged to raise my 
second point, Mr President. It is to inquire whether the 
Council has in mind the effect on our profession of nation~ 
alization and take-over bids. These are days of social 
security and pension funds -— and here also the Institute 
does not lag behind, as we know from today’s agenda — 
but the pre-condition for benefit is, in most cases, contri- 
bution, and contribution presupposes a source from which 
the contribution can be provided. The salary or 
earner has his salary or wage and, in conditions of fall 
employment, he has his security, the self-employed has 
nis proi and his goodwill, and he should have his security 
rom t. 


Now I am not going to preen that small and medium 
practitioners are not making profits. I am merely directing 
attention to what is, in many cases, happening to their 
source of profit — their goodwill. The effect of nationaliza- 
tion, Mr President, is probably felt by all practising 
members, and probably more particularly by the larger 
practices, but the effect of the take-over bid, and, indeed, 
of any absorption, is, in nine cases out of ten, that our 
co letters — ‘have we any objection and so on’ — 
come from the larger accountants acting for the large 
concern or the powerful financial interests which have 
swallowed our own cherished clients. 

To a great extent, Mr President, this process is inevitable 
and I think we realize that, but I also think that some of the 
practitioners to whom this happens rather more frequently 
than they would like, would be glad to know that the Council 
has this problem in mind, and that the concern which the 
Council no doubt feels will find practical expression in 
trying to keep some sort of balance in the profession. I 
know that to a very large extent it is the luck of the draw, 
but we must also remember that we are all bound to rules 
which are ~in my view quite rightly — restrictive of activi- 
ties, such as advertising, which might permit us to make up 
for the lost goodwill. We would like to feel, sir, that the 
Council is aware of this problem .and is rather more 
concerned about our future than was Alice’s Walrus about 
the fate of the Oysters. 


THE PRESIDENT: Any other observations? 

Mr F. A. J. COULDERY, A.C.A: Mr President, I have 
read with interest paragraph 68 of the report, concern- 
ing the Sugar Bill, and I note that the accounts of the 
Sugar Board i if established, will now be subject to audit by 
professional auditors. But may we be practical? How many 
members of this Institute will be affected by the terma of 
this Bill, and how many of those are likely to be outside the 
City of London? 

I should like to inquire what is being done about a 
matter which is infinitely more far-reaching in scope, and 
one which would benefit practising members not only in 
the City of London but throughout the country. I refer 
toa topic on which the report is silent, the Public Account- 
ants’ Bill. I understand that the Council of the Institute 

ig against such a bill, and I am well aware of some of the 


THE ACCOUNTANT 


theoretical and practical. I have not ` 


549 


reasons advanced for this view, but I should like to draw the 
attention of the Council to two points. 

In the first place, we have been told that we are separately 
identified from other accountants by our description and 


. designatory letters. That is quite true, but it is also true 
_that the majority of the public consider that all persons 


concerned in any way with sccountancy are ‘chartered. 
accountants’. All of us have met people who are unaware 
of the subtle distinctions of professional allegiance; most 
of us have also seen newspaper reports of criminal pro- 
ceedings against a so-called ‘chartered accountant’, and 
have read the apology printed the next day that the person 
named was not in fact a member of our Institute. 

The general public do not know the difference between 
the professional accountancy bodies, and would be pro- 
tected by a Public Accountants’ Bill; those persons who are 
aware of the difference are usually our clients already, and 
would not be affected by such a bill. With respect, Mr 
President, I feel that the Council would be better advised 
to consider the matter again in that light, rather than to 
continue to believe that we belong to something of the 
nature of a different profession from other public accountants. 

Secondly, I should like to draw attention to the fact that 
there are several thousand professional accountants who - 
belong to one of the four ‘unrecognized’ bodies of account- 
ants. Some of these persons have been indiscriminately. 
labelled ‘quacks’ by the ill-informed, but it is yet to be 
established whether the passing of two examinations 
confers more worldly wisdom than fhe passage of forty 
years of practical experience. l 

Members of the four bodies to which I have referred 
have, for a great number of years, conformed to a code of 
po rofessional ethics which varies but little from our own.. 

hey do not advertise for work, their fees are on a proper 
basis, and they carry on their task of earning their daily 
bread and butter in ways similar to our own. 

I am convinced that the main reason why they have 
conformed to the accepted code of ethics has been that 
they believe one day they may receive some form of 
recognition — if not by us then by Parliament. The majority 
have no desire to undertake the audits of public limited 
companies; indeed, like many members of our Institute 
in practice, they are unlikely to have the chance of such 
work. The Companies Act, 1948, is, therefore, neither help 
nor hindrance to them. 

If we, the Institute of Chartered Accountants, acting 
through the Council, choose to ignore these thousands of 

ed ‘unqualified’ practitioners, if we try to pretend 
that they do not exist, I feel that once those persons are 
convinced that their own recognition as public accountants 
will never come, they will lose patience with us all and 
start advertising. Indeed, why should they not? They have 
nothing to lose, and clients to gain. 

Such an eventuality, Mr President, would be appalling 
indeed, but may I point out to the members of the Council 
that it would be the provincial and particularly the country. 
members of our Institute who would suffer — myself 
included — and not those of our number who are in the 
largest firms in the largest cities? [ have spoken to many 
of my colleagues in different parts of the country about this 
matter, and of those a majority ~ a very large majority — are 
in favour of a Public Accountants’ Bill. 

If you will. accept my remarks, Mr President, as being 
representative of those of m members, I think you will 
agree that it is quite ible Sahat the views of our Council 
on the matter of the Public Accountants’ Bill are not 
necessarily those of a cae of members. May I ask that 
this matter be the subject of further consideration by our 
Council, and that, in particular, the views of district 
societies be sought after, and only after, a full and impartial 
statement has been made giving both sides of the question? 

THE PRESIDENT: I will deal first with the point about the 
annual surplus. It shrank to very small durin ir 
war and we have had to build it up again. It may look 
but personally I do not think it is too large in view of the 
needs and requirements of the Institute. We have no share 
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capital or debentures; we have.our accumulated funds. 
The finance of the Institute is most carefully watched and 
immediately (be Council feels that the accumulated fund 
has arisen to a size which is safe in relation to the size 
of the membership, cur commitments and our needs, I 
have no doubt that the question of reducing subscriptions 
will be reviewed. This is in fact never out of tind because 
we all pay them. 

Dealing with Mr Heslop, I am grateful to him for his 
remarks in regard to the Taxation and Research Committee 
and the publications which have been issued by the 
Institute. The matter of nationalization, you will recall, has 
been referred to in previous annual reports, which referred 
to the work that the Council, with the Councils of other 
bodies on the Joint Parliamentary Committee, had put in to 
preserve the rights of professional accountants in regard to 
nationalized industries. They are referred to in the Members’ 
Handbook. We have succeeded in establishing the principle 
that nationalized industries should have their accounts 
professionally audited but we have not succeeded in our 
endeavour to secure that displaced auditors should receive 
compensation. We tried, we argued and we fought for it 
but we did not succeed. 

In regard to take-over bids and their effect on the pro- 
fession, there has been no Council statement on that subject 
and, as far as I am aware, it has never been the subject of 
consideration by the Council or a committee, but Mr 


Heslop’s remarks have been noted and will be considered at . 


a future time. 

With regard to the'last speaker’s remarks, I am sorry that 
he thinks we waste our time on Parliamentary matters in 
preserving the rights of the profession in regard to such 
matters as the Sugar Bill. Much work has been done by the 
committee jointly representative of this Institute, the 
Scottish Institute, the Irish Institute, the Society and the 
Association. It is the constant aim and endeavour of that 
committee to watch all Parliamentary proceedings and take 
all possible steps to preserve the rights of the professional 
auditor and to see that when joint boards are set up they 
should have the right to opt whether they should have 
professional audit or district audit, which means Civil 
Service audit. The Sugar Bill was an example of that. 
These things are always taking place. Only last Friday I 
signed a petition to the House of Commons in regard to 
another such bill. 

I am not going into details of the Public Accountants’ 
Bill. That bill was fully explained to members of the 
Institute and it was fully explained why it could not go on, 
becausę of the impossibility of getting a satisfactory 
definition of ‘accountancy’, one which would have preserved 
what we know as accountancy: other bodies have rights, or 
think they have, in regard to many of its activities and some 
of those rights are actually older than ours. 

The subject of the development of the profession is never 
absent from our minds. We have it constantly under review 
and it may be that in days to come things will change but 
at the moment I cannot see an accountancy bill on the lines 
of the last one possible. I am not going to be drawn into any 
discussion concerning bodies which are not recognized 
. under Section 161 of the Companies Act. I have not had 
notice of that point. It is a big point, a wide point, and I am 
not going to run any risk of mis-quotation or mis-statement. 
Therefore I am not going to say anything at all about it. 
(Laughter.) 

‘The report and accounts were then unanimously adopted. 

The appointment to the Council during the past year of 
Mr Joseph Howard Bell, B.A., F.c.A., to a vacancy was 
confirmed and the retiring members of the Council, namely: 

Mr Thomas Austin Hamilton Baynes, M.A., F. CAL 

Sir Bernhard Heymann Binder, F.c.a. 

Mr James Blakey, F.c.A. 

Mr Charles William Boyce, C.B.E., F.C.A. 

Mr Douglas Archibald Clarke, LL.B., F.C.aA. 

Mr Wilfrid Guy Densem, F.c.A. 

. Mr Paul Francis Granger, F.C.A. 
Mr Charles Urie, Peat, M.C., M.A., F.C.A. 


— 
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Mr Ernest Frederick Golden Whinney, M.A., F.C.A. 
were re-elected. 

The auditors, Mr Geoffrey Bostock, F.c.a., ge Mr 
L. W. Bingham, F.c.a, were reappointed. 

THe Presipenr: We now come to Resolution No. 5 on 
the notice of meeting, which is: “That the Council be 
authorized (a) to establish a contribwtory pension fund for 
employees of members in public practice and, when 
legislation permits, for members in public practice; (b) to 
contribute from the funds of the Institute a sum not 
exceeding three thousand pounds in all within a period of 
three years from the establishment of the fund towards the 
management expenses of the fund.’ 

It has been pointed out that there may well be members 
who are neither in public practice nor employed by 
practising firms but are employed in industry or some other 
walk of fen in which no pension arrangements exist but 
who ought to have the benefit now that legislation has 
permitted membership of a fund, and that the Institute 
should make arrangements for those members to participate 
in this arrangement. Of course, everybody has got to pay 
contributions. 

I have full sympathy with that and, although it has not 
been considered by the Council, I have discussed it with 
the chairman of the Council Committee which is responsible 
for this matter and with the concurrence of the meeting I 
should like to add certain words at the end of ‘(a)’, namely, 
the following: ‘and for other members of the Institute for 
whom pensions are not otherwise provided by their 
employers’. We may want to alter the wording slightly 
but that is it substantially. I do hope that those present will 
agree that those words be added to this resolution. Is that 
agreed? (Agreed.) 

Sir RUSSELL KETTLE, F.c.A.: Does that exclude members 
employed by practising members for whom pension funds 
exist in their own firms? 

‘THE Presrpent: No, it will not because the acheme will 
permit those firms to come into it if they so wish or to carry 
on. They can close their own funds and put their members 
into the comprehensive scheme. 

Str Russet. Kerrie: They cannot run the two? 

Tue PRESIDENT: I do not think you could run two funds. 
I am not a lawyer and I hesitate to express an opinion but 
my reading of the Bill would be that it would have to be 
one or the other. I have pleasure in proposing that resolu- 
tion and I think a member who is very concerned in the 
matter would like to second it. 

Mr H. A. Kinney, F.c.a.: Mr President and gentlemen, 
I should like to make it clear that what I am going to say is 
being said in my personal capacity. This resolution falls 
into two parts and I am delighted to have the opportunity 
of seconding it because it was in 1952 that this matter 
originated in a resolution put forward by me and the 
necessary support for it was obtained by merely selecting 
names out of the year-book in different parts of the country. 

The first part is rightly and deliberately vague because at 
this stage one has not seen the rules. I hope, Ma President, 
that the Council will, before finalizing this matter, circulate 
a draft to the district societies because, as I have seen them 
since the war, I would say that they started as turbulent 
children, became valuable articled- clerks and are now 
definitely junior partners of the Council. It is necessary to 
keep your junior partners fully conversant with what is 
happening. 

I am only too ready to appreciate that there is a mass of 
evidence which cannot be published, but please will the 
Council bear in mind that the members of the district 
societies are perfectly capable of sustaining the trust which 
you place in them and that their advice from time to time 
may be valuable to you? I speak as a joint London and 
Brighton man and I know that my outlook in London is 
entirely different from the way I think in the provinces. 
(Laughter.) 

‘The second part of the resolution makes one look forward 
to seeing the trust deed and rules of membership. The real 
problem is how to deal with the funding of the matter. 
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We are not dealing with it because the recommendation is 


to place £3,000 over three years to the management 
expenses of the fund, less than one-third of what we are 

putting aside this year to the staff pension fund of the 
Institute. I did hope that something more could have been 
done in the initial stages, which are the difficult stages, of 
the fund, but, if that @atter has been solved otherwise, so 


‘be it. I hope for an assurance that before it is finalized an 


opportunity will be given to the district societies to consider 
the details. I second the resolution. 

‘THE PRESIDENT: I can give you the assurance that before 
the matter is finalized and when the draft has been com- 
pleted the committees of the district societies will be 
given an opportunity of seeing it and expressing their views. 
Does anyone else wish to speak on the resolution? 

Sır Russet. KETTLE: Mr President, I know that a lot of 
consideration has been given to this and I would only 
express the hope that this Institute will not itself undertake 
the management of the investments of the fund, but will 
place the risks with insurance companies. Although the 
Institute has been fortunate in its own investments, I do 
not think it should take the risk of trying to manage the 
investment of the funds. 

Mr L. J. GARDNER, F.c.A.: I am grateful for the words that 
the meeting has added to this resolution. May I suggest 
that the word ‘adequately’ might be inserted? (Laughter.) 

‘THR PRESIDENT: You put me in a difficulty. Who is to 
determine the degree of adequacy, the employer, the 
Institute or yourself? (Laughter.) They would probably 
give three different answers. I think the best thing I can 
do is to ask you to leave this resolution in its present form 
and we shall keep the Parliamentary progress of the bill 
under review. We cannot deal with it until the bill has been 
passed into law and I give you this undertaking, that if 
necessary we will discuss the matter with our lawyers. 
Therefore, while asking you not to press for the insertion 
of the word ‘adequately’, I assure you that we will see 
what we can do in regard to it and any decision we may 
come to will be introduced into the literature which will be 
sent to members of the Institute when the position has been 
finalized. Will you accept that from me? 

Mr Garpner: Thank you. 

‘THE PRESIDENT: Those in favour of the resolution; to 
the contrary; it is carried with one dissentient. ‘That 
concludes the business of the meeting and I thank you for 
your attendance. I hope that as many as possible will 
remain for the meeting of the Benevolent Association. 


THE ACCOUNTANT 


551 


Mr W. PARKEER, C.B.E., F.C.A.: Ladies and gentlemen, I 
propose a vote of thanks to the President for his conduct of 
the meeting and the help he has given to the interests of 
the Institute. I take the opportunity of congratulatin g yor si 
sir, on the way in which you have represented it 
your year of office and have carried out the many Dee 
which fall upon the President. Some of us know that for 
some time you have been carrying out those duties with 
unabated vigour and diligence~I may say fervour- in 
spite of the handicap of a slipped disc which must have 
caused you a great deal of pain and discomfort. I hope you 
will ae an early and complete recovery. (Applause.) 

You must be getting bored by references to the Millard 
Tucker Committee, but nevertheless, we hope it is a 
matter of particular satisfaction to you to see that this year 
has been marked by the first steps — the first faltering 
steps—of the Government to implement at last some 
fractional part of the many recommendations which you 
have made. (Applause.) 

THE PRESIDENT: Ladies and gentlemen, thank you very 
much for those more than kind words. It is a matter of 
extreme personal satisfaction to me that at long last after 
some eight years we look like having something on the 
Statute Book in regard to the provision of retirement 
benefit for the self-employed. It is my firm conviction 
that this country needs the continuance of people in the 
professions who can carry on their work without undue 
financial worry, knowing that when the time comes they 
can go into honourable retirement and that their widows 
will have some degree of provision made for them, because, 
if we do not have that state of affairs, the professions will 
be denuded as time goes on and we shall find a correspond- 
ing increase in the powers of the bureaucracy 

It would be a sad outlook for this country if th the individual, 
the partnership and the company were unable to obtain 
free advice — I mean intellectually free advice — to support 
them in their contentions with the executive and in the 
determination of their responsibility as against either the 
Government or other people. It is essential for the develop- 
ment of the strength of the commercial and trading com- 
munity of the country that the professions, whether they be 
legal, accountancy or architectural, should be strong and, 
unless some provision for retirement is made, I think the 
position of the professions will gradually slip away. That is 
what I have worked for for so long and that is why I am 
glad to see it coming to fruition. (Applause.) 

The proceedings then terminated. 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, May 2nd, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


Mr W. S. Carrington, President, in the chair; Mr A. S. H. 
Dicker, Vice-President; Mr W. L. Barrows, Sir Harold 
Barton, Messrs T. A. Hamilton Baynes, J. H. Bell, Sir 
Bernhard Binder, Messrs J. Blakey, C. W. Boyce, c.B.z., 
W. G. Campbell, P. F. Carpenter, D. A. Clarke, J. Clayton, 
E. C. Corton, W. G. Densem, W. W. Fea, G. D Freeman, 
Sir Harold Gillett, MG, Messra P. F. Granger, D. V. 
House, Sir Harold Howitt, G.B.E., D.S.0., M.C., Messrs 
W. H. Lawson, c.3.g., R. P. Leech, M.B.E., T.D., R. "McNeil, 


. 5. J. Pears, C. U. Peat, M.C., P.M. Rees, M.C., P. V. Roberts, 
' L. W. Robson, Sir Thomas Robson, M.B.E., Messrs G. F. 


— n ee i ee 


The President welcomed Mr J. Howard Bell, 


i 
t 


Saunders, Gilbert D. Shepherd, was. K. G, Shuttleworth, 
C. M. Strachan, opp, E. D Taylor, G. L. C. Touche, 
A. D. Walker, Sir Nicholas Waterhouse, K.B.E., Messrs 
M. Wheatley Jones, E. F. G. Whinney, R. P. Winter, M.C., 
T.D., with the Secretary and Assistant Secretaries. 


`. Welcome to new Member of the Council 
. of 


Manchester, who was attending for the first time as a 
member of the Council, and Mr Bell briefly replied. 


Reduction in Period of Service under Articles 
One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


National Service - Deferment 
As forecast in the White Paper issued in October 1955, 
the normal age of call-up for national service is being 
raised progressively. Consequential alterations have 
been made to the deferment regulations. 

Deferment will now be granted provided that a man 
enters articles before the date on which he is due to 
register for National Service (instead of before his 
eighteenth birthday) or within three months of the end 
of any deferment which may have been granted to 
enable him to remain at school. This should be read in 
conjunction with the remainder of the deferment 
regulations. The full regulations, as amended, are given 
in the edition of the booklet, General Information and 
Syllabus of Examinations for the November 1956 
examinations, copies.of which are now.available. 
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Annual Meeting of Representatives of 
District Societies and of the Council 


The Council decided that the annual meeting in 1956 
of representatives of district societies and of the Council 
should be held on Tuesday, November 13th, 1956. 


Exemption from the Intermediate Examination 
Two applications under bye-law 85 (a) for exemption 
from the Intermediate examination wére acceded to. 


One application under bye-law 85 (b) for exemption ` 


from the Intermediate examination was not acceded to. 


Articled Clerks engaging in Other Business 
The Council acceded to one application under bye- 
law 57 from an articled clerk to engage during his 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
application. 


Articled Clerks: Industrial Experience 


One application under bye-law 58 (c) from an articled 
clerk to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles was not acceded to. 


Final Examination 


Two applications under bye-law 86 from articled clerks 
for permission to sit an earlier Final examination were 
acceded to. 


Bankruptcy Law Amendment Committee 


On the report of the Parliamentary and Law Com- . 


mittee, following consideration of a memorandum from 
the Taxation and Research Committee, the Council 
approved a memorandum for submission to the 
Bankruptcy Law Amendment Committee appointed 
by the President of the Board of Trade under the 
chairmanship of His Honour Judge Blagden. 


Certificates of Practice ` 
It was resolved: 
That certificates of practice be issued to the following 
fifty-eight associates who have commenced to practise: 


Bardrigk, e Joseph Woolston; 1984 tae (*S. A. V. 
Wood & Co), Brook House, 31 k Green Road, 
Hammeramith, London, W6. 

Barton, Basil David, M.A.; 1951, A.C.A.; (Barton, Mayhew 
& Co), Alderman’s House, ‘Bishopsgate London, EC2 
(for other towns see Barton, Mayhew & and *Barton, 
. Mayhew & Co). 

, Alan Peter; 1956, A.C.A.; (J. & A. Bearman & 
Co), 86-87 Wimpole treet, London, Wi. 

Beecroft, Kenner Stanley; 1952, A.C.A.; (Nicholson, 
Beecroft & Co), 5 Cheapside, London, EC2. 

Bowden, Raymond Owen; 1936, A. CA: (*Fox & Co), 192 
Corporation Street, Birmingham, , and at Coventry. 

Brenner, Alan Maurice; 1956, A. A. 24 Westminster 
Gardens, Barkingside, Ilford, Essex. 

Brooks, David Read, B.A; 1952, A.C.A. (David Smith, 
Garnett & Co), 61 Brown Street, Manchester, 2. 

Caird, David Eric; 1932, A.C.A.; (C. F. Burton & Co), 5 
Queen Street, London, EC4. 

Cook, Ronald Albert; 1950, A.C.A.; (Peters, Elworthy & 
Moore), Norwich Union Buildings, Downing Street, 
Cambridge, and at Saffron Walden. 

Cooper, Kennedy Martin; 1948, A.C.A.; 23 St Chads 
Avenue, Headingley, Leeds, 6. 

Danbury, Norman Baron, MA: 1940, A.C.A.: (*Cassleton 
Elliott & Co), 4-6 Throgmorton Avenue, London, ECa. 

*placed, against a firm name signifies that the firm is not 

exclusively composed of members of the Institute. 
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Dent, Edward Arthur; 1949, A.C.A.; (Peters, Elworthy & 
Moore), Norwich Union Buildings, Downing Street, 
Cambridge, and at Saffron Walden. 

Eyley, Eric; 1955, A.C.A. (S. Gothard & Co), 30 Union 
Street, Burton-on-Trent. 

Flint, William Leslie; 1938, A.C.A; Salem Street, Manor 
Row, Bradford, r. 

= Michael Algar dda aden A.C.A. (Wilkinson, 

ater & Co), 28 Queen Street, London, EC4; also at 
Brighton (Wilkinson, Chater, Kinney & Co). 

Graff, Gerald Michael; 1956, A.C.A; (G. M. Graff & Co), 
135 Uxbridge Road, Hanwell, London, W7. 

Grant, Peter [eathain Fraser; 1952, A.C.A.; (David Smith, 
Garnett & Co), 61 Brown Street, Manchester, 2. 

Hart, Oliver Nicolas Norwood; 1956, A.C.A.; (*Stephenson, 
Smart & Co), 69 Wrawby Street, Brigg, Lincs, and at 
Barton-on-Humber and Scunthorpe 

Harris, Malcolm Barry; 1956, A. CAL: (M. B. Harris & Co), 

. 176 Stoke Newington Road, London, N16. 

Hillier, Lionel Clifford; 1952, A.C.A.; (Harrison Hill & 
Co), 196 High Street, Bromley, Kent. 
Hilton, John Alfred; 1951, A CA: E F F. Kellett & Co), 
142 Uxbridge Road, Hanwell, London, Wy, and 6 Byron 

Road, Ealing Common, London, Ws. 

How, Alan Thomas; 1952, A.C.A.; (Thomas H. How & 
Co), Radnor House, 93 Regent Street, London, W1. 

Hulton, Dennis; 1951, A.C.A.; (Webb & Davis), Northern 
Assurance Buil , Albert Square, Manchester, 2 

Hutchinson, Kenney Ernest; 1949, A.C.A.; (R. R. Preston 
& Son), 9 New Street, Leicester, and (Russell & Bishop), 
St Martins Chambers, 8 New Street, Leicester. 

Jones, Joseph Chamberlain; 1954, A.C.A. (C. Pollard & 
Co), Williams Deacons Bank Chambers, 2. The Downs, 
Altrincham, Cheshire. 

Keep, Antony Frank William; 1952, A.C.A.; (Owen West 
& McGregor), Globe Buildings, 38 Friar Street, Reading. 

Lowry, Falconer David Malbon; 1952, A.C.A.; (Harmood 
Banner, Lewis & Mounsey), 24 North John Street, Liver- 
pool, 2, and at Chester, London and Manchester. 

Makings, Peter William; 1954, A CA: (G. Dixey & Co), 9a 
Sackville Street, Piccadilly, London, Wr. 

Mellstrom, Graham Frederick Charles; 1954, A CA: 
‘Lynton’, St Leonards Road, Thames Ditton, Surrey, 
Mills, Raymond Leonard; 1956, A.C.A; Joseph Miller & 

Co), 28 Mosley Street, Newcastle upon Tyne, 
Moore, Michael Franklyn; 1948, A.C.A.; (Edward Moore & 
Sons), Thames House, Street Place, London, EC4. 

Oliver, John Alfred; 1951, A CA: ("R L. Tayler, Hounsfield 
& Co), Coventry House, 3 South Place, Moorgate, London, 
EC2, and 10 Station Parade, Balham, London, SW12. 

Palk, Kenneth Leonard; 1951, A.C.A.; (*Sheen, Stickland 
& Co), 6 High Street, Alton, Hants, and at Farnham and 
London. 

Pargeter, Eric Leslie; 1948, A.C.A.; (Carter, Son & White), 
Ce House, 16 Northumberland Avenue, London, 

2. 

Reader, John Grove; 1951, A.C.A.; (Frank A. Hogbin & 
Co), 140 Sandgate Road, Folkestone. 
eeder, George Bilton, DEG: 1950, A.C.A.; (Harold 
Titterton & Co), 79a Wellington Road South, Stockport. 

Robinson, Ian Harold Musgrave; 1950, A.C.A.; (John 
Gordon, Walton & Co), Legal & General Building, 7 
South Parade, Leeds, 1 


. Sadler, James Derek; 1952, A.C.A.; (Morris, 


Co), 3 York Street, Manchester, 2, and at EN Ti 
and Widnes; also at Oldham (Morris, Gregory & Co) and 
(Berry & Fullen). 

Seligman, David Lionel; 1956, A.C.A.; 176 Wanstead Lane, 
Ilford, Essex, 

Sergeant, Peter; 1953, A.C.A; ae & Sergeant), 47 
High Street, Aldershot, and at Woki 
Simons, Sidne * 195 ACA.: (Simons 
Road, Stamford i, London, N16. 
Smith, Reginald; 1952, A.C.A.; (*Walker, Fullerton, ` 
Hartley & Co), 10 Clarendon Road, Leeds, 2, and at 

Harrogate. 
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Sunderland, Oliver; 1956, A.C.A.; (Sunderland, Mount- 
stephen & Co), and (O. Sunderland & Sons), 15 East- 
cheap, London, EC3. 

Swinstead, Peter Gerald; 1936, A.C.A; 40 Kensington 
Gardens Square, London, W2. 

Sykes, Eric; 1942, A.C.A.; (Morris, Gregory & Co), 3 York 
Street, Manchester, e, and at Macclesfield and Widnes; 
Get oo (Morris, Gregory & Co), and (Berry & 

ullen). 

Thomlinson, Robert Douglas; 1953, A CA: (James Watson 
& Son), Lloyds Bank Chambers, Lowther Street, Carlisle. 

‘Thorndike, Cyril William; 1951, A.C.A; (Fogg, Tatlow, 
Thomas & Jones), 22 Trinity Square, Llandudno, and at 
Bangor. 

Trudgeon, Eric John; 1952, A.C.A.; (Metherell Gard & 
Co), 1 Trevanion Road, Wadebridge, Cornwall. 

Verity, George David, B.coM.; 1953, A.C.A.; (Bailey, Verity 
& Rayner), Devonshire House, 32 North Parade, Brad- 
ford, 1, and at Bingley and Ilkley. 

Vickers, Gurney Randall; 1949, A.C.A.; (Holmes, Widlake 
& Gibson), 2 Paradise Street, Sheffield, 1. 

Ward, Michael; 1951, A.C.A.; (*Henry Chapman, Son & 
Co), Barrington Street, South Shields, Co. Durham. 

Ware, John Robin; 1953, A.C.A; (H. C. Richardson & 
SE 3 Broad Street Buildings, Liverpool Street, London, 
DA? 

Waring, John Fletcher; 1955, A.C.A; (J. H. Waring & Co), 
18 Hotel Street, Bolton. 

Watling, John Martin Paul, pa: 1956, A.C.A.; (Watling & 
Partners), 40 Broad Street, Bristol, 1. 

Whitfield, William Norman; 1949, A.C.A.; 143 High Park 
Street, Princes Park, Liverpool, 8. 

Wight, ffrey Glendinning; 1951, A CA: (*Hays, Akers 
& Hays), 1 Queen Victoria Street, Mansion House, 
London, EC4. 

Wilson, Kenneth, wa: 1950, A.C.A.; (*Cassleton Elliott & 
Co), 4-6 Throgmorton Avenue, London, EC2. i 
Wood, Anthony Hampden Browning, M.A.; 1948, A CA: 
(Carter, Son & White), Craven House, 16 Northumber- 

land Avenue, London, WC2. 


Election to Fellowship 
It was resolved: 

(a) That twenty-seven associates be elected to 
fellowship under clause 6 of the supplemental Charter 
(bye-law 31). 

(b) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye-law 


31). 


THE ACCOUNTANT 


553 


Admission as Associate 
It was resolved: 
‘That two applicants be admitted as associates under 
clause 5 of the supplemental Charter (bye-law 31). 
A lst of those who complete their fellowship or 
membership before May 15th, will appear in The 
Accountant of May roth. 


Registration of Articles 
The Secretary reported that 76 articles of clerkship 
were registered during the month of April 1956 as 
compared with 53 in April 1955, making a total of 


- 476 since January et, 1956, as compared with 409 for 


the same period in 1955. 


Change of Name 
The Secretary reported that the following change of 
name had been made in the Institute records: 
Hubert Scipio Alison Macnair-Smith to Hubert Scipio 
Alison Macnair. 


Resignations 
The Council accepted the resignation from membership 
of the Institute of: : 
Mr Frank Catterall, a.c.a., Anglesey. 
„» Arthur Ernest Cockbill, A.C.A., Sheffield. 


Deaths of Members 
The Council received with regret the Secretary's report 
of the death of the following members: 
Mr Percival David Beadle, A.C.A., London. 
„ Harold Beattie, F.c.a., Manchester. 
» John Harold Bennett, A.C.A., Farnworth. 
» Jobn Bower Brown, A.C.A., Sheffield. 
» Stuart John Colven, A.C.A., Newcastle upon Tyne. 
» Dudley Greville Cooke, M.A., A.C.A., Leicester. 
» Philip Henry Darbyshire, F.c.a., Bristol. 
» Tom Douglas Ensor, A.C.A., Hobart. 
» Francis Darwin Fox, A.C.A, Londen. 
o» Thomas Dudley Goord, a.c.a., Toronto. 
» Thomas Allen Hope, A.C.A., Oxshott. 
» Ernest Leonard Lawrence, A.C.A., Rickmansworth. 
» Albert Walter Mills, r.c.a., London. 
» Kenneth Meek Moyes, A.C.A, Sunderland. 
» Albert Royle, F.c.a., London. f 
» William Knight Wenham, B.A., F.c.A., London. 
„ Charles Hilary Westron, A.C.A., London. e 
» Ronald Woodford, A.c.a., São Paulo. 


MEMBERS’ LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
n by purchase and gifts are the following: 


Charter of Incorporation and Bye-laws. (Institute of Chart- 
ered Accountants in Ireland.) 1955. (Gratis.) 

A Classified List of Large Companies engaged in British 
Industry. (National Institute of Economic and Social 
Research). 1955. (N.I. of E. & S., R., 5s.) 

Companies (Reconstitution of Records) Act, 1924. Dublin. 
1924. (Eire S.O., 1s.) 

Data Processing by Electronics. (Haskins & Sells.) New 
York. 1955. (Presented.) 

Handbook of Modern Accounting Theory; edited by 
M. Backer. New York. 1955. (Prentice- ett) 

Personnel Management: principles and practice; 3rd edition 
by C. H. Northcott. 1955. (Pitman, 30s.) 

Productivity Accounting; by H. S. Davis. Philadelphia. 
1955. (University of Pennsylvania Press, 40s.) 

Ranking, Spicer and Pegler’s Executorship Law and 
Accounts; by D. F. de L. H. ing, E. E. Spicer, 
F.c.A., and E. C. Pegler, F.c.a. 19th edition by H A. R. J. 
Wilson, F.c.a. 1956. (H.F.L., 35s.) 


Rating Valuation Practice; 4th edition by P. R. Bean and 
A. Lockwood. 1956. (Stevens, 455) l ` 

The Rule Against Perpetuities; by J. H. C. Morris and 
W. B. Leach. 1956. (Stevens, 55s.) 

The Secretary’s Guide to the Law of Town and Country 
Planning; by R. S. D Knowles. 1956. (Corporation of 
Secretaries, ras 6d.) 

Tax Relations between the United Kingdom ...and... 
Sweden ... double taxation .. . as it affects the internal 
legal provisions of both countries; by F. E. Koch and ` 
O. Ekenberg. 1956. (International Bureau of Fiscal 
Documentation, 173.) 

A Treatise on the Law of Sale of Personal Property; by 
J. P. Benjamin. 8th edition by Sir D. L. Finnemore and 
A. E. James. 1950. (Sweet & Maxwell, £5 10s od and 
sup. 1956, 48.) 
oodfall’s Law of Landlord and Tenant; by W. Woodfall; 
25th edition by L. A. Blundell. 1954. (Sweet & Maxwell, 
126s.). Permanent supplement to 25th edition by L. A. 
Blundell and V. G. Wellings. 1954. 315. second. supple- 
ment, 1956. 6s 6d. 
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THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


The seventieth annual general meeting of the Chartered Accountants’ Begevoient 

Association, followed by a special general meeting, was held at the conclusion of 

the Institute’s annual meeting. Mr George R. Freeman, F.C.A., the President, was 
in the chair. 


The seventieth annual general meeting of the Chartered 
Accountants’ Benevolent Association was then held. 

Mr Grorcze R. FREEMAN, F.C.A., the President, said: 
Ladies and gentlemen, the report and accounts have been 
in your hands i for some time and I trust you have studied 
them carefully. To some of you the outstanding feature 
may be that we have a surplus this year of £3,818 compared 
with £2,237 last year. I hope nobody is going to suggest 
that we should declare a dividend because we have a decent 
surplus. When we have a surplus it is very different from the 
position of a limited company. It might suggest to some 
that we have not done our duty to our beneficiaries but I 
can assure you that we have on the information we have 
obtained from the staff of the Institute, particularly Mr 
Loveday, Mr Harvey and Miss Arkell, with regard to the 
cases which come before the Committee. 

The Committee now feels that the amount we have been 
able to give in the omse of children can be increased and we 
have passed a resolution that the amount should, in certain 
cases, be substantially increased, which we hope will have 
the effect of relieving anxiety further. This will cost us 
about £2,000 more in the coming year and that will mean, 
I expect, that our surplus for 1956 will be smaller than it 
has been this year. That is apart from any further claims 
we may receive. 

You will see that while some dropped out others were 
added to our list. New cases assisted last year were fifteen 
and allowing for those who dropped out we had an increase 
of nine in the course of the year. The funds of the Associa- 
tion are in a healthy state and I think we can say that that is 
caused by two main factors; firat of all our investment 
portfolio has been moat carefully and skilfully looked after 
by our Investment Sub-Committee, Mr Davis, Mr Eke and 
Mr Touche, and the Executive Committee are very grateful 
to them for the wise way in which they have invested our 
funds. The value at ete market prices shows an increase 
over get e of GE eg ,o00, which is a nice cushion against any 
drop in th 

EE reason for our fairly satisfactory financial state 
is that the honorary secretary and his staff have been very 
careful in seeing that any benefit which local authorities 
and public and other bodies may be able to give us has been 
carefully looked after and that has meant a considerable 
decrease in the amount which we have been giving to our 
beneficiaries because that comes out of public funds. 
I think that is on the right lines from our point of view and 
it has meant that our beneficiaries are able to get not only 
what we are able to give them but also something from 

ublic funds. We are thus able to make their position a 
ittle better. 

The subscriptions have been fairly good but they are not 
too good in my opinion. Relief was just on £10,000 last 
year and subscriptions were £7,c00. In other words, only 
7o per cent of our expenditure comes from subscriptions 
and the balance is made up by interest on our investments. 
That comes from funds accumulated in the past and I do 
feel that our subscriptions should really be nearer the 
amount we expend every year. 

I do not think I have anything more to say and I move 
the adoption of the report and accounts for the year ended 
Feb 29th, 1956. 
| Mr W. S. CARRINGTON, F.c.a., seconded the tesohition 
and it was carried unanimously. 
` THR PRESIDENT said that they were very grateful to the 
honorary auditors for the large amount of work they did 


and the fact that they did their work without making any 
charge was a big contribution to the expenses. 

Tae Honorary AvupiTors, Mr George Bostock, F.c.a., 
and Mr L. W. BINGHAM, F.C.A., were unanimously re- 
appointed. 


Special General Meeting 


A special general meeting was then held to consider the 
following resolution: 

“That the Rules and Regulations of the Chartered Account- 
ants’ Benevolent Association be amended in manner following: 

‘Delete existing Rule 3, insert new Rule 3 as follows: 
‘3. The qualification for a vice-president shall be a dona- 
tion of fifty guineas or an annual subscription of not less 

ten guineas; that for a governor a donation of 

guineas or an annual subacription of not less than three 
guineas; and that for an ordinary member a donation of 
ten sr Sam or an annual subscription of not less than one 


ac each of the above cases the making of the prescribed 
donation shall qualify the donor to become a vice-president, 
governor or o member as the case may be for the 
period of his life and the payment of the prescribed sub- 
scription shall qualify the subscriber to become a vice- 

resident, governor or ordinary member as the case may be 
or the financial year of the Association during which the 
subscription is paid. 

‘Any person who was a vice-president, a governor, or an 
ordinary member by reason of donations made to the 
Association prior to May and, 1956, shall be entitled to 
retain his status as vice-president, governor or o 
member,’ 

"THE PRESIDENT said: Practically the only alteration is that 
a member shall be entitled to be called a Vice-President by 
giving an annual subscription of ten guineas, which will be 
income for the Association, whereas the fifty guineas 
donation was capital and could not be used for income 
purposes. The committee think that an annual subscription 
of ten guineas should be sufficient to qualify somebody as a 
vice-president, and that the guineas for a governor, 
and ten guineas for a life member should continue and also 
the annual subscriptions of three guineas for a governor and 
one guinea for a member. 

The only other new point is that the aggregation of 
donations until they amounted to fifty, thirty or ten guineas 
will now cease and if one wants to become a vice-president, 
governor or life member, he will have to pay in one amount. 
I move the resolution. 

GTON seconded the resolution and it was 
carried unanimously. 

Mr R. E WaRLow, T.D., F.c.A.: Mr President, I feel that 
all of us here would like to thank you for your conduct of 
this meeting and I would also like to say how much we 
appreciate the work that has gone on under your able 
leadership during the past year and years before. It is a 
great labour of love and one knows that such work often 
goes unsung. I am sure that those present join me in voicing 
their feelings when I say how grateful we are for what you 
have done a our brothers and their widows who have been 
less fortunate than ourselves, and how pleased we are to 
think that in the future they will continue to have your 
help, leadership and guidance. (Applause.) 

‘Tue Presipent: Thank you, Mr Warlow and gentlemen; 
I should just like to say that I do not do much work; the 
Executive Committee do not do very much; the work 
really devolves on Mr Loveday and his staff. 

The proceedings then terminated. 


EI 
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LIVERPOOL SOCIETY ` 
OF CHARTERED ACCOUNTANTS 
EIGHTY-SIXTH ANNUAL GENERAL MEETING 


The eighty-sixth annual general meeting of the 
Liverpool Society of Chartered Accountants was held 
at the Constitutional Club, Liverpool, last Monday. 


Mr E. N. Macdonald, D.F.C., F.c.a., President of the - 


Society, was in the chair. 

The Committee’s report for 1955 shows the total 
membership of the Society at December 31st, 1955, as 
626 — thirteen more than last .year~composed as 
follows: Liverpool Society, 476; Chester and North 
Wales Branch, 86; South Lancashire Branch, 64. 

A year of continued activity is recorded. Two 
particularly outstanding features of the Society’s year 
were the Institute’s autumn meeting, held last October 
at Southport and a residential course on management 
accounting at Chester. Both events were highly suc- 
cessful. 

The Institute’s Autumn Meeting 


in the course of his address, Mr Macdonald said: 


‘During the year, one or two things have happened which, 
although they are referred to in the report, ‘are deserving 
of special mention. First, I would like to say a word about 

e autumn meeting of the Institute, for which we acted 
as hosts at Southport. It is not an enn Wes in the 
report which describes it as highly success We received 
innumerable compliments while it was running and a most 
gratifying fan-mail when it was over; in addition, in my 
travels round the country on the serious business of eating 
dinners, obviously sincere congratulations have been given 
to me again and again. An autumn meeting does not come 
round very frequently — the last one in Liverpool was in 
1937 ~ ~ and it is indeed gratifying to know that this Society 
can still rise to an occasion. It may be true that the nearest 
title to immortality which this autumn meeting. achieved 
derives from the repeated failure of the electric lights on the 
night of the banquets—beginning with the sweets and 
continuing at short intervals through the dessert, the 
coffee and the speeches, but at least that is a more humane 
method of seeking fame than getting a member scratched 
by a lion, which was the plan adopted at Torquay. (Laughter.) 
But that sort of thing has little to do with success or failure; 
‘What made the autumn meeting a success was a great deal 
of hard work, by a large number of people, to whom we 
are all most grateful, and especially to Mr J. M. Harvey, 
the Hon. Conference Secretary. (Hear, hear.) 


Management Accounting Course 


‘Last year, in his speech, the President, Mr Edward 
Denton, referred to the proposal to hold a management 
accounting course, and the annual report mentioned the 
possibility of forming a discussion group for members in 
industry and commerce. You will see from this year’s 
report that both these things came about, and indeed the 
course “touched off” the discussion group, so to speak, 
because our members in industry realized, I think, how 
much benefit and enjoyment there i is in this congenial 
business of exchan g problems and their solutions and 
generally talking “shop”. Management accounting is not a 
dark and hidden EE and I commend to members in 

ractice, as well as to members in industry, our next 
residential course: on the subject. Perhaps I may remind 
you that our students are having the subject commended 
to them by the simple but compelling method of including 
it in the Final examination. syllabus from May 1957 
onwards,’ 


After a warm tribute to Mr A. D. Walker and 
Mr G. F. Saunders for their indefatigable work on the 
Council of the Institute, and a reference to the next 
annual dinner of the Society, Mr Macdonald went on: 


The Finance Bill 


‘Last month saw the publication of the Finance Bill, and 
while this is not the occasion to examine the state of the 
nation, I cannot refrain from two brief comments. One is to 
deplore that the Chancellor found it necessary to aggravate 
still further the mischief of the ill-conceived profits tax by 
increasing the rates on both distributed and retained profits 
and widening the margin between them. We have grown 
to accept the fact, I suppose, that taxation is nowadays an 
economic weapon instead of being purely the means of 
raising the money to run the country, but it is distressing 
to see sound canons of taxation disregarded for considera- 
tions which one cannot help suspecting to be political 
rather than economic in origin. All companies making up 
their accounts between Apri and October 1956 will have 
to use two rates of profits tax on their retained profits and 
three rates on their distributed profits to calculate their 
liability for the one year. Adam Smith must be turning in 
his grave. We must draw what consolation we can from the 
statement by the Financial Secretary to the Treasury that 
this latest bedevilment of a bad tax (those are not his words) 
does not mean that the Chancellor has rejected the recom- 
mendation of the Royal Commission in favour of a flat rate. 

“The other comment on the Finance Bill which must be 
made is to welcome, at long last, a measure of relief to 
self-employed persons and to others for whom superannua- 
tion schemes are not available, on provisions for retirement. 
The Bill does not go as far as the recommendations of 
either the Second Millard Tucker Committee or the Royal 
Commission, but it is a big step forward. In particular, it 
is good to see that’ insurance companies are not the only 
permitted medium for the provision of pensions and, with 
this in mind, it is especially interesting to note in the annual 
report of the Institute that the plan for a pension fund for 
the staffs of members in practice is to be drawn Widely 
enough to cover members themselves. It is not unreason- 
able to claim for the Institute a considerable share of the 
credit for this part of the Finance Bill.’ 


` Mr Macdonald concluded by expressing his thanks 

to the officers and committee of the Society, with 
particular reference to Mr C. C. Taylor, F.c.a., and 
Mr J. F. Allan, F.c.a., who started the year as Hon. 
Secretary and Hon. Treasurer, respectively, and 
exchanged offices after the autumn meeting. 


Elections 
Messrs C. J. Peyton, A.C.A., J. F. Allan, ¥.c.a., and 
J. H. Bradley, a.c.a., were elected members of the 
committee. 


The Hon. Auditors, Messrs G. F. Elsworth, F.c.a., 
and P. S5. Cooper, F.c.A., were reappointed. 


Vote of Thanks to President 
A vote of thanks to the President for his services to the 
Society during the past year, proposed by the immedi- 
ate past President, Mr E. T. Denton, B.A., F.C.A., was 
passed with acclarnation. Mr Macdonald suitably 
replied. 
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LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 
FOURTEENTH ANNUAL REPORT * 


We reproduce below the report of the Committee of the London and District Society 
of Chartered Accountants for the year ended March 31st, 1956, which is to be 
presented at the fourteenth annual general meeting of the Society on Thursday, 
May 24th, in the Oak Hall of the Institute, Moorgate Place, London, EC2, at 6 p.m. 


Committee 
Mr R. P. Matthews, B.com., J.P., Chairman, Mr W. E. 
C.B.B., Vice-C M G. F. Ansell, G. 

C. W. Aston, B. D. 
Se A. H Chen . C. Cross, 
G. D. F. Dillon, B.A., L. t. Elcombe, N. Cassleton Elliott, M.A., 
Sir Harold Gillett, m.c., Messrs G. B. C. Hughes, B.A., J. A. B. 
Ke , D.F.C., M.A., J. H. Mann, M.B.E., M.A., J. R. Robinson, 
W. Ro inson, J. D. Russell, M.A., Miaa Ethel Watts, B.A., Messrs 
W. K. Wells, B.A., E. F. G. Whinney, M.A., E. K. Wright, M.A., 
J. W. G. Cocke, T.D., M.A., Hon. Secretary. 

Early in the year Mr H. Norris, who was first elected in 
1947, felt unable, through pressure of business, to continue 
a member and Mr J. A. B. Keeling was elected by the 
Committee to fill the vacancy. Recently Mr R. E. Davis, 
who was elected in #954, also felt obli to resign through 

ressure of business, which vacancy been left unfilled 
in view of the forthcoming election. Mr B. D. Barton, 
elected in 1953, has been taken into partnership in his 
firm and Mr O. C. Cross, elected in 1955, has taken a posi- 
tion in commerce, 80, as they were elected as members 
employed in practice, they retire at the annual meeting 
under Rule 7. 

Mr G. D. F. Dillon retires in the ordinary course of 
rotation, but does not seek re-election. He has served 
continuously since he and others of the London Members 
Committee the first members of the Committee 
of this Society when it was formed in November 1942. 
He was Chairman in 1951-52. 

The Committee wishes to record the deepest appreciation 
of the services rendered by him and the other members 
retiring from the Committee. 


Report for the year ended March 31st 1956 


S Membership 


The membership of the Society on March 31st, 1956, was 
2,684 against 2,590 last year, being a net increase of 94. 
The area of the Society includes the counties of London, 
Middlesex, Hertfordshire, Bedfordshire, Buckinghamshire, 
Berkshire and Surrey and part of Essex, Kent and Oxford- 
hi 


All members of the Institute registered as residing, 
practising or employed in the area of the Society are entitled 
to be admitted to membership without payment, on 

application to the GE Those registered outside the 
area may, with the approval of the Committee, also join the 


Society. 
Functions for Members 
(a) Evening Meetings 
The following addresses were given in the Oak Hall of the 
Institute at evening meetings: 

_ November roth, 1955. Been aspects of the variation 
or termination of trusts’, by Mr J. A. Brightman, 
Barrister-at-Law.+ 

December 6th, 1955. “The British Exchange Control 
system’, by Mr F. D. Forgan, M.COM., A.I.B.? 

January rith, 1956. (i) “The principles of electronic 
devices and their epplication to accountancy’, by 


1 Reproduced in The Accountant of February 18th and 25th, 1956. 
1 Reproduced in The Accountant of March roth and 17th, 1956. 


Mr F. Clive de Paula, T.D., A.c.a. (ii) ‘Applica- 
tions of high-speed computing devices to office 
work’, by Mr T. R. Thompson, M.A., B.8C., Director, 
Leo Computors Ltd. 

February 7th, 1956. ‘Automation — a general review’, 
by Mr Frank G. Woollard, M.1.MECH.E., M.I.PROD.E., 
M.LI.A., M.S.A.E.* 

March 6th, 1956. ‘Profit-sharing schemes’, by Mr 
E. Duncan Taylor, F.C.A. 

April 23rd, 1956. “The 1956 Budget’, by Mr J. E. 
Talbot, F.C.A. l 


(b) Luncheons 

Two luncheons were held at the Connaught Rooms, Great 
Queen Street, London, WCa, followed by short addresses, 
namely: 


October 24th, 195 5. ‘Maintenance of capital in times of 
changing prices’, by Professor F. W. Paish, M.C., 
M.A., of the London School of Economics." 

January 16th, 1956. “The Board of Inland Revenue 
and the accountancy profession’, by Sir H D.’ 
Hancock, K.C.B., K.B.E., C.M.G., the 
Board of Inland Revenue." 

The Committee desires tò express its appreciation and 
gratitude to all these gentlemen for their addresses. 


(c) Dinner and Dance 
A dinner and dance was held at The Park Lane Hotel, 
Piccadilly, on March 16th, 1956, and was well attended. 


An invitation to these meetings and functions was 
extended to Scottish and Irish Chartered Accountants in 
London. 


(d) Annual General Meeting 


Refreshments were available after the annual general 
meeting and an opportunity was given to members to meet 
London members of the Council, members of the at. 
tee and officials of the Institute. 


(e) Management Accounting Conference 

A residential conference on Management Accounting 
has been arranged, in conjunction with Birmingham and 
District Society, at the Queen’s College, Oxford, for the 
week-end July 6th—8th, 1956. 

Applications have been more than double the number of 
available places, thereby necessitating a ballot. In these 
circumstances active consideration is being given to the 
making of arrangements for holding a further conference. 


Chairman o 


Activities of Sub-Committees 
(a) Regional Taxation and Research Committee 
The Regional Taxation and Research Committee under the 
chairmanship of Mr E. K. Wright, met on three occasions 


for the purpose of considering current legislation and various 
matters Ve to it by the main Taxation and Research 


+ Both reproduced in The Accountant of March a4th, 1956. 


“Reproduced in May sth, 1956, issue. 
t Reproduced in December 17th, 1955, issue. 
* Reproduced in March 3rd, 1956, issuo. 
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Committee or raised by members: memoranda on these 
subjects were forwarded to the main committee. Mr A. P. 
Hughes was co-opted to this committee. 


(b) Students’ Societies Committee ` 
A meeting was held with representatives of the Chartered 


Accountant Students’ Society of London at which questions 
‘of mutual interest were discussed. 


(c) Advice to Members and Articled Clerks Committee 

A number of applications for advice have been received 
from members, who have been given opportunities of 
consulting members of this committee. 


(d) Programme Committee 
Members of the Society received in the autumn a pro- 
gramme of activities with diary slips and particulara of 
discussion groups. 


Groups Outside London 


The local groups of members at Reading and Southend have 
had meetings for discussion and to hear lectures and also 
social functions which were visited by the Chairman of the 
Committee. 

Their hon. secretaries are: 


Reading and Disirict Group 
J. Sewell, a.c.a., 81 Caversham Road, Reading. 


Southend Group . 
K. B. Price, a.c.a., 39 St. James Gardens, Westcliff-on-Sea, 


Discussion Groups in London 


‘The discussion groups in London have held meetings during 
most months at which subjects of topical interest for 
discussion are introduced, either by members or guest 
speakers. The meetings are informal, and after short 
opening remarks, all members are given the opportunity 
of contributing to the discussion. 

New members are always welcome and those interested 
in joining any of the groups mentioned below should write 
to the honorary secretary of that group. 


Central London Discussion Group ` ` 
Meets at The Lamb and Flag, 33 Rose Street, Covent 
Garden, London, WCa, at 6.30 p.m., once a month on 
varying days of the week, September to April. The subscrip . 
tion is 10s per annum. 
eo Secretary: S. J. Dent, A.C.A., 187 Wardour Street, 
I. 


l City Discussion Group 
Meets at The Mitre, Fish Street Hill, London, EC3, at 
6.15 p.m. on the second Wednesday of each month. The 
subscription is 10s per annum. 

Hon. Secretary: A. J. Nicholls, A.C.A., 2a Godstone Road, 
Purley, Surrey. 


North London Discussion Group 
Meets at The Masons’ Arms, 38 Maddox Street (off Regent 
Street), London, Wi. at 6.30 p.m. once a month between 
October and April inclusive. The subscription is 5s per 
annum. 
Hon. Secretary: J. G. Shepherd, A.C.A., 11 Shepherds 
Way, Rickmansworth, Herts. 


South West London Discussion Group 

Meets at The Kingston Hotel, Wood Street, Kingston upon 
, Thames, at 6.45 p.m. on the first Monday of each month, 
| October to May. The subscription is ros 6d per annum. 
sor Secretary: J. Mitchell, C.A., 122 Leadenhall Street, 
F 3- 2 ‘ 

| Council Membership ` 

‘The Committee considered the names of the London 
! members retiring by rotation from the Council at the 1956 
‘annual general meeting, who offered themselves for re- 
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election, namely, Sir Bernhard Binder, Messrs D. A. 
Clarke, W. G. Densem, C. U..Peat and E. F. G. Whinney, 
and decided not to submit any other nominations. 


Vacancies on the Committee 
In Practice — Three Vacancies 


Mr R. P. Matthews and Mr W. E. Parker retire in con- 
formity with Rule 7 and being eligible and willing to serve 
are deemed to be nominated for re-election. 

In addition there is a further vacancy because Mr 
G. D. F. Dillon also retires under Rule 7, but does not seek 
re-election. 


Employed in the Service of a Practising Accountant — 
Two Vacanctes 
There are two vacancies, since Messrs B. D. Barton and 
O. C. Cross have retired on ceasing to be employed in 
practice. 
Not tn either of the Foregoing Categories — 
Two Vacanctes 
Mr J. A. B. Keeling, who was elected by the Committee 
to fill the vacancy caused by the resignation of Mr H. 
Norris, retires in conformity with Rule 18 and being eligible 
and willing to serve is deemed to be nominated for re- 
election. 
In addition there is a further vacancy caused by the 
resignation of Mr R. E. Davis. , 
General 
Meeting of District Societies and the Council 
A meeting of representatives of district societies and 
members of the Council, with the President of the Institute 
in the chair, was held at the Institute on November 8th, 
1955, when an exchange of views took place on matters of 
general interest to members of the various societies. 
Pension Fund 
An outline of a pension scheme for members of the staff 
of practising chartered accountants was considered at the 
request of the Council. A report on the proposals was 
submitted and arrangements made also for twenty-five 
representative firms in the area of the Society to forward 
their comments. 
. Dinner to the President 
The Committee of the Society, together with London 
members of the Council, will be entertaining the Prgsident 
and Vice-President of the Institute and the Presidents of the 
district societies to an informal dinner on May 2nd, 1956. 


Liatson with the Inland Revenue 


Your Committee has been informed by the Council of the 
Institute that in September 1955 the Chief Inspector of 
‘Taxes asked for permission to let each Inspector in charge 
of a district have a copy of the text of the Council’s statement 
of May 1955 dealing with ‘Reports on Accounts of Sole 
Traders and Partnerships’. This request was made in the 
hope that such circulation of the Council’s statement would 
tend to reduce or restrict inquiries issued by Inspectors 
on the occasion of any change in the wording of such a 
report. The required permission was given and the Inland 
Revenue was supplied by the Institute with copies for dis- 
tribution to the Inspectors in charge of districts. 


Educational Guidance 
At their request a member has been nominated to the 
Commerce Advisory Committee of the Croydon Technical 
College. Another member addressed school-leavers at the 
invitation of the Middlesex County Council on the subject 


_of accountancy as a career. 


Benevolent Work . : 
At the request of the Chartered- Accountants’ Benevolent 
Association, members were chosen to visit certain applic- 
ants. 
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Badge of Office for Chairman 

For some time it has been felt desirable that the Chairman 
of the Society should have a badge of office to wear when 
attending functions in his representative capacity. Expert 
advice was obtained and a suitable badge has been designed 
and made by a craftaman nominated by the Goldsmiths 
Company. The design incorporates the City of London 
shield at the top of an oval of translucent enamel on white 

id with the Institute coat of arms in the lower half. 

tween the shields there is an emblematic representation 
of the River Thames whose basin forms the area of the 
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Society, with the name of the Society in scrollwork around 
the edge. The badge will be on view at the annual general 
meeting. 

Suggestions by Members 
The -Committee welcomes suggestions for consideration 
and discussion on any matters of interest to mem 


For and on behalf of the Committee, 
April 26th, 1956. R. P. MATTHEWS, 
l Chairman 


NOTES AND NOTICES 


Personal 


MESSRS WenuamM BROTHERS & Co, Chartered 


Accountants, of 15 Took’s Court, London, EC4, 


announce with regret the death, on April 30th, 1956, 
of their senior partner, Mr WAN KNIGHT 
WENHAM, B.A., F.C.A., after more than sixty years’ 
- service with the firm. 

Messrs ‘STRINGER, Hiccs & Co, Chartered 
Accountants, and Messrs HAROLD EDWARDS & Co, 
Chartered Accourftants, of 67 Moorgate, London, 
ECz, announce with deep regret the sudden death of 
Mr Harotp H. E. Epwarns, F.c.a. The practices 
will be continued by the surviving partner, Mr Davip 
G. HIGGS, F.c.a. 

MESSRS STEAD, TAYLOR & STEAD, Chartered 
Accountants, announce that, as from May 14th, 
their address will be changed from 10 The Temple, 
Liverpool, 2, to 10 James Street, Liverpool, 2. 

Messrs ALFRED GREEN & Co, of Stanley Chambers, 
High Street, Runcorn, regret to announce the death 
of their senior partner, Mr ALFRED GREEN, F.C.LS., 
F.A.C.C.A., on April 27th, at the age of 74. Mr GREEN 
was in London for many years as secretary of a 
- group of West African oil-mining companies, before 
moving North in 1926 to establish the present 
practice. He was joined by his son, Mr H. U. GREEN, 
Saa A, some years ago, and the practice is being 
continued by him under the same firm name. 

Messrs H. R. Hanns & Co, Incorporated Account- 
ants, of 50 Aldridge Road, Birmingham, 22B; 82 High 
Street, West Bromwich; and Devereux House, 
Church Hil, Coleshill, announce that they have 
taken into partnership Mr JACK NEWSOME, A.S.A.A. 
The practice will be continued under the’ name 
H. R. Hanns & Co.. 


International Book Exhibition 


The Accountant will be among the exhibits in the 
British section of the trade and professional periodicals 
stand at the International Book Exhibition to be held 
in Washington, D.C., U.S.A., from May 27th to 
30th, 1956. 

The British section will be one of the largest in the 
exhibition, which is being held for the first time as 


part of the annual convention and trade show of the 


American Booksellers’ Association. | ae 


Professional Notes 


Mr G. H. Cann, M.B.E., F.C.A., has been | to 
the board of Allen West & Co Ltd. 

Mr H. R. Hands, F.8.A.A., has been appointed a 
director of J. W. Wassall Ltd. 


In Parliament 


INCOME TAx: SAVINGS ACCOUNTS . 
Lieut.-Col. BROMLEY-DAVENPORT asked the Chan- 
cellor of the Exchequer if the income tax concession 
made to those earning {15 a year interest in the Post 
Office Savings accounts and Trustee Savings Banks 
will be extended to those with similar savings in joint- 
stock banks; and whether he will consider giving a 
similar concession in this connection. 

Mr H. MACMILLAN: The answer to both parts of 
the question is ‘No’. 


Hansard, May ist, 1956. Written Answers. Col. 27. 


Excess Prorits Tax REFUNDS ADVISORY 
PANEL 
Mr GEOFFREY STEVENS asked the Chancellor of the 
Exchequer if he will make a statement about the 
future of the Excess Profits Tax Refunds Advisory 
Panel. 

Mr H Macmiuian: Yes. The Panel was set up on 
September 2nd, 1946, under Section 42 of the 
Finance (No. 2) Act, 1945, to approve the arrange- 
ments for the use of the refund in cases where it was 
not to be used in the original trade.or business by the 
person who carried on that trade or business, or where 
there had been a change of ownership, and to inquire, 
after the event, in such cases as it thought fit into how 
the net amount of the refund had been dealt with, so 
as to ensure that all statutory undertakings had been 
observed. 

Section 32 of the Finance Act, 1953, in effect 
abolished all functions of the Panel except inquiry 
into the use to which refunds had been put, and that 
was restricted to cases where breaches of under- 
takings had been committed before the commence- 
ment of the Act. 

The Panel has now reported to me that its work is 
completed and has recommended that the Panel 
should be dissolved. I have accepted this recom- 
mendation, and the Panel is formally dissolved today. 
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I wish to record my appreciation of the valuable 
work done by the Panel during its period of office and 
to express my thanks to the chairman, Sir William 
Coates, and to all its members for the generosity 
with which they have given their services whenever 
called upon. S 

Hansard, May 1st, 1956. Written Answers. Col; 28. 


Business EXPENSES: SCHOOL FEES 

Mr ALBU asked the Chancellor of the Exchequer 
: whether payments by a firm of the school fees of a 
.selected number of its employees are reckoned as 
expenses wholly and exclusively laid out for the 
‘purposes of the firm’s trade. | 

Mr H. Brooke: The application of the law to 
particular cases depends on the precise facts, but J am 
‘advised that for tax purposes such payments would 
normally be expenses’so laid out, and would accord- 
‘ingly be admissible as a deduction in computing 
‘trading profits. 

Hansard, May 3rd, 1956. Written Answers. Col s5. 


l INCOME TAx: SCHOOL FEES 
Mr G. M. THomson asked the Chancellor of the 
‘Exchequer if he will take steps to ensure that, where 
business undertakings make grants to their employees 
for private school fees, such grants shall be subject 
to income tax, payable by the recipient. 

Mr H. Brooxe: The application of the law to 
particular cases depends upon the precise facts, but 
I am advised that suck grants are normally assessable 
to tax as emoluments of the employee. 

Hansard, May 3rd, 1956. Oral Answers. Col. 586. 


INVESTMENT ALLOWANCE: 
BRITISH SHIPPING COMPANIES 

Lieut.- Comdr. BaLtpock asked the Chancellor of the 
Exchequer whether he will take action to assist 
shipping companies flying the British flag to compete 
‘with ships registered in countries where the incidence 
of taxation is relatively light. 

Mr H. Brooke: British companies are to retain the 
‘benefit of the investment allowance in respect of 


‘expenditure on new ships, and my right hon. friend 


hopes that this may be of material assistance to them. 
‘Hansard, May 3rd, 1956. Oral Answers. Col. 588. 


The Sheffield and District Chartered 
Accountant Students’ Society 
The report of the committee of the Sheffield and 
‘District Chartered Accountant Students’ Society 
for the year 1955, presented at the sixty-fifth annual 
“meeting, records a further increase in the Society’s 
. membership. At the year-end there were 246 mem- 
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bers compared with 216 at e 31st, 1954. 

The joint lectures with the Sheffield Incorporated 
Accountant Students’ Society were continued during 
the year and proved very successful, there being a 
marked increase in attendance. Lectures were again 
held on Saturday mornings, but _attendance was 
disappointing. 

Other activities included a lively debate, which 
was attended by guest speakers from Nottingham 
and Birmingham, and visits to two companies where 
their machine accounting systems were viewed. 
Several enjoyable social occasions were also arranged 
— one being the first annual dinner-dance — while at 
sport, cricket and football matches were played and 
a tennis tournament held. 

The following officers and committee have been 
elected for the ensuing year: 

President: Mr B. Thomas, F.C.A. 

Vice-Presidents: Messrs A. G. Thomas, P.C.A., R. G. 
Beard, F.C.a., C. A. Whittington-Smith, LN. E.C.A., 
PBA A. 

Chairman: Mr V. Outram, B.A.(ECON.), A.C.A. 

Ft. Hon. nar area Messrs B. E. Smith, c/o- J. E. 
Foredike & Campo Chambers, Campo: Lane, 
Sheffield, 1, Kei B. Shaw. e 

Hon. Treasurer: Mr P. Braithwait. ; a 

Committee: Messrs F. e R. Boddy, J. K. Boothroyd, 
D. R. Britton, D. Gardiner, E. Hobson, J. G. 
Jervis, B.A.(COMM.), e be K. Sharp, K. M. Thomas. 

Hon. Auditors: Messrs B. Thomas, Sch, and L. Ettling, 
F.C.A. 


The Institute of Cost and Works Accountants 

HAMPSHIRE BRANCH. 
Some seventy members and guests attended the 
recent annual dinner and dance of The Institute of 
Cost and Works Accountants’ Hampshire Branch at 
The Court Royal Hotel, Southampton. The Branch 
President, Mr K. B. Tennant, F.c.w.a., welcomed 
the guests, among whom were ` 

Mr I. K. Angell, a.c.1.s. (Chairman, Hampshire and Isle 
of Wight Branch, Chartered Institute of GE and 
Mrs Angell; Mr B. A. Apps, A.8.A.A. (President, South of 
England District Society of Incorporated Accountants) and 
Mrs Apps; Mr S. J. D. Berger, M.C., F.c.1.8. (Director of 
the Institute); Mr H. M. King, PH.D: (Member of Parliament 
Itchen Diviston of Southam a and Mrs King: Mr G. 
Nicholson, F.C.W.A. Ee of the Institute) and Mrs 
Nicholson; Mr J. M. S. Risk; PH.D., C.A., F.c.w.aA. (Past 
President, Hampshire ‘Branch and Member of Council) and 
Mrs Risk; Mr S. E. Whitehead, opp, M.INST.GAS E., J.P. 
(Deputy Chairman, Southern Gas Board). 

The toast of the Institute was proposed by Dr 
King, who referred to the vital role of the cost 
accountant in industry at the present time. 

In reply, the President of the Institute said that he 
shared Dr King’s well-known interest in the new 
scheme for technical education and, while he felt 
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that there may be some difficulty in obtaining the 
necessary teachers to carry out the scheme, he 
expressed the hope that employers would seriously 
consider releasing members of their staffs in order 
that adequate training of a practical nature could be 
given to the young technicians and technologists 
that the country so badly needs. 

The health of the guests was proposed by Mr 
Tennant and Mr S. E. Whitehead replied. 

Dancing followed dinner, and the evening included 
a performance by Nat Gonella, the famous British 
jazz trumpeter. 


Cost Accountants’ Regional Conference 
The Midland Regional Cost Conference of the 
Institute of Cost and Works Accountants was held at 
The Imperial Hotel, Birmingham, on April 28th, and 
was attended by representatives from the Birmingham 
and district, Coventry and district, Nottingham, 
Derby and district, and Leicester and district 
branches. 

Two papers were presented: ‘Profit control in the 
small firm’, by Mr N. I. Bond-Williams, B.SC., A.I.M., 
MILA, managings director, Aston Chain and Hook 
Co Ltd, and ‘Future trends’, by Mr W. G. Jones, 
F.C.W.A., budget officer, Fisons Ltd. 


Seminar at Incorporated Accountants’ Hall 
Professor F. Sewell Bray, F.c.A., F.S.A.A., Stamp- 
- Martin Professor of Accounting, has arranged for a 
seminar to be held at Incorporated Accountants’ 
Hall on Thursday, June 7th, at 6 p.m., when Professor 
B. C. Lemke, of the College of Business and Public 
Service, Department of Accounting, Michigan State 
University, U.S.A., will read a paper on ‘The 
development of accounting theory in the United 
States’. Accountants and students wishing to attend 
are asked to notify Mr T. W. South, at Incorporated 
Accountants’ Hall, Victoria Embankment, London, 
Wa? 

Professor Bray will deliver the next Stamp-Martin 
Research Lecture at Incorporated Accountants’ Hall 
on Thursday, June 14th, at 6 p.m. The subject will 
be ‘Capital charges’. The meeting is open to all 
accountants and students who may be interested. 


Management and the Electronic Computer 
A successful afternoon conference on ‘Management 
and the electronic computer’ was held at The Grand 
Hotel, Birmingham, . recently, by the Birmingham 
Branch of the Office Management Association in 
conjunction with the Midland region of the British 
Institute of Management. Two papers were given, 
one being by Mr Dudley W. Hooper, M.A., A.C.A., 
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chief organizing accountant, National Coal Board, 
under the title ‘A survey of computer equipment’. 

A ‘follow-up’ study course on electronic computers 
has now been arranged under the chairmanship of 
Mr H. W. Holt, a.c.a., and seven lecture meetings 
will be held at The Grand Hotef, Birmingham. The 
meetings will commence at 2.45 p.m. and will take 
place on alternate Wednesdays, commencing on 
May 16th. 

Our Weekly Problem 


No. 118: New Loox 
Mr L. U. Sidate was giving a lecture on ‘Published 
accounts’. He had collected 100 sets to see how many 
had adopted the north-south, or vertical, arrange- 
ment compared with the more old-fashioned east-west 
ement. He found that 50 used the north-south 

form of balance sheet and 85 the north-south form of 
profit and loss account. Only five were completely 
traditional in the east-west form for both balance 
sheet and profit and loss account. 

How many had adopted the north-south arrangement 
for both balance sheet and profit and loss account? 

The answer will be published next week. . 


ANSWER TO No. 117: FLORAL TRIBUTE 


If x is the number of students 
y pence the cost of lunch 
z pence the cost of the flowers 


(x+-2)y-+2—=4,860 
and IX=2y 
and 2H= 2 


From which x= 36, y==126 and ¢=72. 
The lunch cost ros 6d and the flowers 6s. 


SEVENTY -FIVE YEARS AGO 
From The Accountant or May 14TH, 1881 


Extract from a contributed article entitled 
AUDITS (No. 3). 

lad to see a communication in your columns 
signed ed X. Y. Z., with the spirit of which I am entirely 
in accord, but which gives me an opportunity of 
entering upon practical considerations which the 
writer may not have met with in his experience. I 
think he will agree that one should be very careful 
not to assert more than is true, and “complete verifi- 
cation” is a form of words so comprehensive that in 
many cases it could not be tru ly applied. 

I am content to believe that what he: public look 
for from an auditor is, that he should do for them those 
things which had they the necessary time, skill, and 
opportunity they might do for themselves: and that 
so long as an auditor’s certificate shows that he has 
re ie things, they will not think the description 
of the work done which it embodies to be other than 
a desirable feature in such certificate. . 
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AUTOMATION 


EW reports on scientific and industrial problems have been 
F= eagerly awaited as the Department of Scientific and 

Industrial Research report on automation!. And on equally 
few occasions can the publication of a report have been so timely. 
The DSLR emphasizes that it is not a statement of policy, but 
a study prepared by the Intelligence Division in order to provide a 
basis for serious thought and discussion on the part of industrialists, 
trades unionists and administrators. As such, it deserves the 
highest commendation. 

In common with many other writers, the auihors of the report 
find automation difficult to define. They use the term to include 
all technical developments that make automatic production more 
possible. The ultimate end of such developments will be the 
completely automatic factory or office, and this they describe as 
‘full automation’. In this sense automation is notmew, it continues 
a process of mechanization which began before the industrial 
revolution. There are three rapidly developing independent 
streams of technical progress and these now tend to merge into 
one another. These streams are first, mechanization, including 
transfer machines, mechanical handling and assembly; second, 
the automatic control of machinery and processes; and third, 
the use of electronic computers. Where these streams have joined, 
the near-automatic factory is found. Two examples of such a 
factory are instanced by way of illustrating these principles: a 
nearly-automatic piston factory which is said to have been estab- 
lished in the U.S.S.R. and the Bartrev factory of Vere Engineering ` 
Company in Essex, which produces building-board. But these 
examples obviously do not exhaust the list. Electronics haw made 


-` two main contributions to automation; it has greatly extended the 


range of automatic control, and it has made the processing of 
information rapid and automatic. 

‘Technical innovations of the kind which can be included under 
the term automation clearly involve considerable risk. The report 
rightly stresses that in the present exploratory period progress 
will depend very much upon the willingness of individual firms to 
take the first imaginative steps, urged on, no doubt, by the desire 
to be technically advanced, or by an optimistic assessment of 
future demand. In the long run, however, automation will make 
progress wherever it has demonstrable economic advantages over 
existing processes and equipment. There is an urgent need, the 
report says,. for comparative information on the capital and 
running costs of automatic and conventional equipment. Account- 
ants, please note! A few examples are given, perhaps the most 
interesting of which is the comparison of costs per hour of operating 


1 Automation: A report on the technical trends and their impact an management 
and labour. H.M.S.O. Price 6s. 
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- -a thirteen-station aes madine ad with 
the equivalent standard machines. This works ont 
at: {3.135 3d arid Hemd respectively. Added to 
this, the direct labour cost per hour for the 
transfer machine is reckoned at 11s for an out- 


put of 3,000 a week, compared with £2 17s 2d on 


Standard machines for an output of 2,500 a week. 


It seems clear that during the next decade or 


two'the impact of automation will be heavy and 
extensive, even though many industries will 
probably remain little’ affected. Large firms 
are, asa rule, more favourably placed to adopt 
automation but many small firms may find their 
factories suited to automatic processes on both 
economic and technical grounds. The report 
considers that in terms of national accounting 
there should be no difficulty in finding enough 
resources for investment in automation. There 
may be a shortage of machinery. A rapid expan- 
sion of the machine-tool industry seems necessary, 
but it is recognized that the present steel shortage 
hampers the construction of automatic machinery. 
It might have added that inflationary pressure 
may persist unless the rate of saving is stepped up. 
The most powerful brake on the rate of progress 
is likely to be the shortage of technical and 
scientific man-power although individual firms 
may have some financial worries. To combat this 
prospective man-power shortage the report recom- 
mends a wide scheme of training of two main 
kinds — the training of engineers and technicians 
to give them a specialist knowledge of the tech- 
niques used in automatic production, and. training 
in management for those who have ‘the general 
control of automatic processes. - | 

The impact of automation on management 
will be very great. ‘Ihe use of automatic techniques 
of production involves an increase in the technical 
complexity of production, a large expansion in 
the need for technical integration within processes, 
and a high degree of capitalization. All these add 


to the responsibilities of management and increase 


the need for planning and control abilities of a 


very high order. Techniques of management 
that are now needed to handle labour will give 


way to those that suit automatic processes such as 
the study of operations, the use of computers, 
and the control of costs. At the same time these 


electronic. computers will help to solve the prob-: 


lems of management by taking over routine 
clerical work and achieving the integration of 
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control necessary in the automat 

::Perhaps the greatest problem w 
mation brings is its effect on employ) 
this depends upon its speed of ir 
which itself is limited by- scientific 1 
this, may not be very rapid. But 


_ automation will require switches in sk 


require some degree of geographical 
labour. The transaction will be eased i 
problems and feelings of the worke 
sidered at every stage, and if the trade 
consulted in advance of each step. If 
there is no reason whatever to expec 
and economic dislocation. that marre 
history of the industrial revolution. O 
side automation seems likely to u 
national requirement for skill, and ` 
reduce the number of dull, heavy, í 


jobs. Sir BEN LOCKSPEISER, former : 


the Department of Scientific and 
Research, sums up this aspect in 1 
when he says: ‘Automation will not 1 
of us all. On the contrary it will de 
knowledge, greater ability and a high: 
skill from worker and manager alike’. 

The report insists that for the Unite 


‘there is no alternative in a world 


steadily more competitive but to ex] 
possibilities of automation. It offers 
increasing efficiency, adding to L 
raising living standards. But the re 


„admits that the technical possibilities 


tion are better understood than the 
economic effects which it may bring 

The problems are clearly great, bv 
of success are glittering ones. The 
failure will be industrial EE 
retrogression. 

It is earnestly to be ee that em 
trade unions will rise to the chall 
automation brings; the .D.S.LR. re 
plainly the way that the nation ou 
and in spite of some opposition on thi 
rank and file there is much-evidence t 
the trade union movement'as a | whe 
this path. 

‘The country should Se BE? t 
and his colleagues for their valuable « 
to the knowledge and appreciation of 
the amicable development of which is | 
importance to the future well-being o 
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THE SOCIETY’S YEAR 


and extra¢ts from the report of the Council 
of The Society of Incorporated Account- 
ants for 1955; elsewhere-in this issue-is repro- 


T WO weeks ago, we reproduced the accounts 


duced the presidential address at the seventy-first ` 


annual general meeting of the Society, held in 


London on Wednesday. The events chronicled 


indicate that the cultural activities which are 


earried on both at Incorporated Accountants’ 
Hall and at the branchés and district societies 
continue to develop rather than to diminish. 


The membership of the Society at December 


21st, 1955, Was I0 784, a net increase of 450 


over the figure at the end of 1954. The number of 
articled clerkships registered during the year was 
635 and 624 bye-law candidates were enrolled. 
This is first time in the past seven years that the 


intake of articled clerks has exceeded that of bye- 


law candidates. The 1955 examination results 
showed further improvement. Only in the Inter- 


mediate examination was there a small drop in the 


percentage passes: 597 of the 1,344 candidates, or 
44 per cent, being successful as compared with 
667 out of 1,499, or 45 per cent, in 1954. In Part I 
of the Final examination; 46 per cent passed as 
against only 38 per cent in the previous year. In 
Part II of the Final examination the percentage 


pass in both years was 66. Of the 146 candidates 


who sat both parts of the Final examination 


| together, 39 or 27 DÉI cent passed at one sitting 


in 1955, 2 per cent moré than in 1954. 


There was a deficit on the Society’ s income and 
EE account for the year of £1,876 as 
compared with {196 for 1954. As from January 
ist of this year, the new rates of annual sub- 
scription come into operation so that 1956 should 
restore a favourable - balance. The. EE 
fund is now £102,861. 


. In his- presidential address last year, Mr 
BERTRAM NELSON, C.B.E. , J.P., F.S.A.A., discoursed 


" on what he called flies areas of TE DEE in 


the pattern of British industry — the trend towards 
creating large industrial units through national- 


ization, amalgamation and mergers; the harm 
' caused by oppressive taxdtion and by restrictive 


trade practices; and, finally, the field of techno- 
logical development. It cannot truthfully be said 


that in the past twelve months any of these 
‘areas’ has. become more quiescent and in his 
address this year, the President, by way of 


heaping Pelion on Ossa, refers to three ‘further | 


outstanding current problems — how we are to 
increase savings in order to provide the capital 


necessary for ordered industrial progress; how 


we may-ensure that we are making the best use of 
our intellectual man-power by giving every young 
man a chance to develop to the full his natural 
abilities; and thirdly, . the question whether we 
are right in assuming that profitability is the 
criterion of industrial success or whether there 
may not be other standards, not yet fully appreci- 
ated, which are more in oe wih the: wider 
public interest. SS 
‘These are all very. large queries, too, Key Io De 
answered in the course’of a presidential address, 
and Mr NELSON wisely does not attempt to do so, 


He does, however, offer some original lines of 


thought on them which many, no doubt, will 
delight to develop ‘for themselves. It must 
not be assumed, because the first problem is 


‘apparently political and the second and the third 
are a mixture of the ethical and the social, that 


none of them has anything to do with accountants. 
The scope of accountancy work is. being 
broadened, not only by accountants themselves 
but by’ a changing society which is compelling 
the’ profession to play an ever more préminent 
part in current affairs. Mr Jonn L, CAREY, 
executive director of the American ` Institute’ of 
Accountants, wrote recently that: 


`. s. . one end (of the accountancy profession) is ; 


still based on book-keeping, where accounting 
originated, while the other end reaches the highest 

- levels of industrial and SE finance ani 
management’. 


Mr CAREY, in his aide foresaw the time E 
accounting would be completely liberated from 


book-keeping and, instead, would be associated ` 


mainly with the more creative aspects of manage- 
ment such as ‘organization, planning, communi- 
cation (and) measurement of progress’. It may 
be that in this exciting vision of the accountancy 
profession of the not too distant future lie the 
answers to some at least of Mr NELSON’S GE 
questions. : ES 
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FINANCE BILL, D 
SECOND READING DEBATE 


HE debate on the second reading of the 
Finance Bill last week, occupied some 
seven hours of Parliamentary time during 


which the Financial Secretary to the Treasury. 


filled in some of the gaps in the story of the Bill 
and a vigorous attack was made from the Opposi- 
‘tion against the Government’s alleged failure to 
deal with tax avoidance. 

Mr HENRY BROOKE made it clear that the new 
provisions for granting relief in respect of 
premiums for deferred annuities for the self- 
-~ employed and controlling directors would not be 
operated so as to permit the payment of a lump 
sum on retirement. He said it was quite true 
that lump sums were provided for employees by 
statutory pension gchemes; on the other hand the 


large numbers coming under approved super- 


annuation funds got no lump sum. 

Dealing with the failure of the Bill to implement 
the recommendation that persons who had been 
_ self-employed since 1939 should be allowed to 
pay a higher percentage of their income in 
premiums to make up for past years, Mr BROOKE 
said it was contrary to precedent to have retro- 
spection of this kind in a new tax relief. Ad- 
ministratively it would be extraordinarily difficult 
to go back to 1939; the precise facts might be 
exceedingly hard to establish. Late entrants would 
have ta, be content with the provision to exempt 
the capital portion of purchased life annuities. 

_ A Budget which introduces. a State lottery -is 
perhaps not the best one in which to appeal to 
precedent. Moreover, the recommendation was 
not for retrospection in any sense in which it is 
understood in taxation circles, but simply that 
higher maxima should be granted for the current 
premiums of those who had begun saving for a 
pension rather later in life. When the annual 
allowance for expenditure on industrial buildings 
was introduced in 1945 it was not even confined to 
current expenditure, but was allowed on ex- 
penditure incurred up to fifty years before. 
Although the exemption of the capital portion. of 
an annuity is a welcome recognition of a common- 
sense principle, it is doubtful if many people were 
_ suffering very much as a result of the old rule. It 
has been the, practice for years now to take out a 


fixed term annuity for the period of probable life, 
and a deferred annuity to arise thereafter, if the 
annuitant is still alive. The fixed term annuity 
is only taxed on the interest element. 

Another drawback to the new provisions is 
that they exclude any person who is a member of 
a pension scheme which provides benefits below 
the usual level — in other words a person who is 
what the Tucker Committee called a ‘partially 
provided-for employee’. The exclusion does not 


rest on principle but because the Tucker proposal ` 


is regarded as unworkable. 

It seems that where a self-employed person 
accepts a pensionable office or employment, no 
matter how meagre the pension benefits, he will 
lose his right to relief in respect of his deferred 
annuity payments, which may in such circum- 
stances become a burden which he can no longer 
afford to bear. This hardly makes for mobility of 
labour. A different facet of the same picture was 


illuminated by a member who suggested that 


no employee superannuation scheme should 
be approved without a proper arrangement for 
carry-over of pension rights to anew employment. 
The more generous a scheme was, the more 
difficult it was for a man to show independence 
and move to another employer. On this and other 
grounds there was some support in the House of 
Commons for a national supplementary pension 
scheme on a voluntary basis. 

As we pointed out last week, the application of 
the principle of granting relief for premiums for 
deferred annuities is left very largely to the 
discretion of the Inland Revenue. A plea was 
made that the legislation itself be made more 
definite and the extent of delegation reduced. It 
is true, as the ECONOMIC SECRETARY TO THE 
‘TREASURY pointed out, that there is a precedent in 
the legislation which was introduced in 1947 in 
relation to retirement benefit schemes. However, 
it is unsatisfactory to be entering into a contract 
without having any certainty whether or not the 
Inland Revenue will approve it, when the 
obtaining of tax relief is vital. 

Mr Harop WILson, the first speaker for the 
Opposition, drew the attention of the CHANCEL- 
LOR to the use of trusts and covenants for avoiding 


et ët 
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tax liabilities. He referred to a document circu-- 


lated by a firm of tax consultants and said 


that the ‘principal instrument-in this Poujadist. 


Utopia’ was the use of the discretionary trust 
and covenant. Hg asked why the CHANCELLOR 
had not acted on the recommendation of the 
Royal Commission, that covenants of that kind 
be rendered nugatory for tax purposes. He also 
quoted from paragraph 159 of the final report, 
condemning arrangements under which the 
recipients of covenanted payments refund them 
under a “gentleman’s agreement’. 

Mr Wilson dealt too with the buying and 
selling of tax loss companies. He said one had only 
to look at the advertisement columns of the 
accountancy and other journals in order to see 
a number of advertisements for companies in 
various trades which had tax losses. These 
schemes were legal, he said, but should be made 
illegal. The film industry, he continued, spent 
almost more time buying and selling tax loss 
companies than in producing films. 

Dealing with the difference between Schedule E 
and Schedule D in the matter of expenses, the 
speaker said that the vicar who was visited by his 
bishop on some official business and gave him a 
glass of sherry could not deduct the cost for 
income tax purposes, while the business man 
could get away with thousands of pounds, 
including, in the words of the Royal Commission, 
those | 

‘who enjoy the reality of personal income from 

escaping taxation upon it because it is not received 

in monetary form or in a form that i is convertible 

into money’. ` 
When the CHANCELLOR was invited to business 
dinners he was probably paying for a large part 
of them in the form of tax reduction. He might 
be pleased with the buoyant revenue from the tax 
on spirits but a large part of it was lost again 
because the cost of the spirits was charged in 
arriving at taxable profit. 
_ In his reply to the debate, the Economic SECRE- 
TARY TO THE TREASURY dealt specifically with 
the complaint about the traffic in tax losses. He 
- said it was genuinely difficult to separate what he 
called ‘the rigged cases’ from the continual and 
bona fide changes in shareholdings which were 
going on all the time, or bona fide amalgamations 
which were happening continually. As to ex- 
penses, directors or employees earning more than 
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- {2,000 a year had to treat them as remuneration 


subject: to deductions for genuine expenses. 


-. He rejected -the--suggestion that a definite 


proportion of expenses of entertainment should 
be disallowed, as being too arbitrary and working 
out unfairly between one individual and another. 

Sir E>warpD BoyLE also touched on the capital 
gains tax advocated in Mr Katpor’s recent book, 
to which Mr Witson had drawn attention. His 
remarks were not very explicit but he made it 
fairly clear that a capital gains tax was not in the 
Government’s contemplation. 

In opening the debate, Mr HENRY BROOKE said 
that clause 9, which we discussed last -week, 
was intended to remove anomalies relating to the 
tax liability of people who worked in the United 
Kingdom for foreign concerns and also people 


-working wholly or partly abroad for United’ 


Kingdom concerns. He confirmed that a foreigner 
working here for a foreign employer would have 
to pay tax on the whole of his earnings, whether 
remitted here or not. Of course, the clause did not 
affect double taxation agreements where they 
existed. He also mentioned clause 10, which 
deals with the question of residence. 

For the purpose of deciding whether or not a 


„person is resident or ordinarily resident in the 


United Kingdom for tax purposes, the statutory. 
rules are meagre. A body of case law has grown up 
under which a good deal of importance is attached’ 
to the question whether or not there is a place of 
abode maintained in the United Kingdom for his 
use. If there is, he is normally treated as resident 
for. any tax year in which he visits the United 
Kingdom, no matter for how short a period and 
whether he actually uses the place of abode or. 


“not. As the Royal Commission pointed out, this 


practice bears with obvious harshness upon the 
man who keeps up a home here for bis family: 
while he is abroad. They recommended the’ 
abolition of the rule in all questions of residence. 
Clause 1q of the Bill abolishes it only in 
favour of a person who satisfies the following 
conditions: 

(a) he performs the duties of one or more 
offices or employments full-time and wholly 
outside the United Kingdom; and 

(b) immediately before fulfilling condition (a) 
he was resident or ordinarily resident in 
the United Kingdom. : 

(To be continued.) 
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VOLUNTARY OR COMPULSORY LIQUIDATION 
THE QUESTION OF CHOICE 


by W. H. D. WINDER, M.A., LL.M. 


HETHER a company should go into 
\ \ | voluntary liquidation or be wound up 

compulsorily is a question which turns 
in the first place on the respective preferences 
of the company. and the creditors and on the 
unanimity or otherwise of the creditors them- 
selves. Ultimately, the question may turn on the 
weight which the Court attaches to the various 
. preferences which have been put forward. 

In Re B. Karsberg Ltd ([1955] 3 All E.R. 854) 
the Court of Appeal decided, against the wishes 
of a minority of creditors who petitioned for an 
order for compulsory winding-up, that a voluntary 
winding-up should continue in the hands of a 


chartered accountant as liquidator. Lord Justice. 


Romer had no doubt that the liquidator was 
a responsible and reputable professional gentle- 
man’ who would ‘approach the petitioners’ 
position and claims with impartiality’, and if he 
was ‘satisfied as to the bonafides of the debt’ 
would ‘treat the petitioners with complete fairness 
and justice’, 

The choice between the alternative forms of 
procedure involves the consideration of con- 
flicting opinions which may be very firmly held 
by the parties. It may not only be a question of 
a difference of opinion between the company or 
the directors on the one hand and the creditors 
on the other; there may be a difference of opinion 
among*the creditors. 

In settling the question, the task of the Court, 
if appealed to, may have been made somewhat 
easier by the interpretation which has been put 
upon certain provisions of the Companies Act, 
1948; and an alteration in the law introduced by 
the Act of 1929 had previously clarified the situa- 
tion. 


‘Right’ of Creditors to Winding up by Court 


It is provided by Section 310 of the.present Act 
that 
“The winding-up of a company shall not bar the 
right of any creditor or contributory to have it 
wound up by the Court, but in the case of an 
application by a contributory the Court must be 
satisfied that the rights of the contributories will 
be prejudiced by a voluntary winding-up.’ 
This principle was introduced by Section 255 of 
the Act of 1929. That Act altered the law with 
` regard to the burden of proof that had to be met 


by a creditor who desired a compulsory order for 
winding-up when there was a voluntary liquida- 
tion already in progress. He used to have to 
show that the position of the creditor would be 
prejudiced in some way, otherwise he did not get 
the compulsory order. 

This was explained by the Court of Appeal in 
In re joer Millward "gs Co Ltd ([1940] Ch. 
333). As Lord Justice Scott put it in that case: 


‘Section 255 explicitly, and without any am- 
biguity whatever, removes that burden of proof 
and leaves the position that the creditor is entitled 
ex debito justitiae to an order... . As it stands today ` 
he has not to prove any facts beyond his judgment 
debt, that the debt has not been satisfied, and that 
he desires a compulsory winding-up.’ 
Scott, L.J., later repeated the Latin phrase to 
emphasize that the creditor could claim a com- 
pulsory winding-up order as a matter of legal 
right, not of mere judicial discretion, and even 
went so far as to say that he had that right just 
as a judgment creditor serving a bankruptcy. 
notice is entitled to have an order made by the 
bankruptcy Court: 
“The same principle underlies both, and gives 

to the creditor the same kind of remedy by way of 

a particular form of judicial execution, whether 

the debtor is an individual person or a company.’ 
But this is a misleading simplification of the pro- 
blem, as later judicial pronouncements show. 

There can be no doubt, however, that the 
actual decision in In re James Millward & Co Ltd 
was correct. The creditor who petitioned for an 
order for compulsory winding-up had obtained 
judgment for £5,500 on July 24th, 1939; on 
July 31st the company, at an extraordinary gen- 
eral meeting, passed a resolution that the company 
should be wound up voluntarily. Later, at a meet- 
ing of creditors a majority in number voted in 
favour of the liquidator appointed by the com- 
pany, but a majority in value (including the 
petitioner) voted against him. He presented his 
petition on August 29th. The judge of first in- 
stance dismissed the petition but the Court of 
Appeal granted it, making an order for winding- 
up. The important factor in the case was that 
the majority in value of the creditors favoured 
this procedure. 

The liquidator, who opposed the petition, 
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put in an affidavit but the directors did not. In 
‘this connection Lord Justice Clauson said that in 
such a case he would place little reliance on the 
affidavit of a liquidator, however eminent or 
however respectable, who filed evidence founded 


entirely, or almost entirely, on information and ' 


belief: 

‘I should very much hesitate to regard the onus 
as discharged in a case where those who must 
necessarily be conversant with the whole matter, 
namely, the directors, do not put in any affidavit 
and are, therefore, not subject. to cross-examina- 
tion.’ 


Regard for Majority Opinion of Creditors 


Although, notwithstanding a voluntary liquida- 
tion, a creditor can petition for a compulsory 
order under Section 310, the general principle 
is that the Court will pay great regard to the wishes 
of the majority of the creditors. That was clearly 
faid down by Mr Justice Simonds in Re Home 
Remedies Ltd ([1943] Ch. 1). In that case it was 
decided that the rule still prevails that where a 


company is in voluntary Liquidation and a petition ` 


is presented for its compulsory winding-up, 
the Court is bound to have regard not only to the 
wishes of the petitioning creditor, but also to those 
of all the creditors. It was made clear, contrary 
to the impression which the decision in Inre James 
Millward & Co Ltd may have left, that the rule 
was not affected by the provision of Section 255 
of the Companies Act, 1929 (now Section 310 of 
the Companies Act, 1948), that the voluntary 
winding-up of a company should not bar the right 
of any creditor to have it wound up by the Court. 
In Ré Home Remedies Ltd the great majority 
‘of creditors were in favour of the continuance of 
the voluntary winding-up and no suggestion 
had been made that in such winding-up the inter- 
est of any creditor would be prejudiced. After 
observing that no reason had been shown why a 
compulsory order was necessary to protect the 
rights of the petitioning creditor or of any other 
creditor Simonds, J., said, referring to In re James 
Millward & Co Ltd: 
“That case, however, did not decide that the 
old rule of the Court, that, where a company is in 
_ voluntary liquidation, the Court is bound to have 
regard not only to the wishes of the petitioner 
_ but also of the other creditors, has been abrogated. 
It is true that Section 255 of the Companies Act, 
_ 1929, has made an alteration in the law so that it is 
no longer necessary for a petitioning creditor to 
show that he is prejudiced by a voluntary liquida- 
tion, but, as between -himself and the other credi- 
, tors the old rule, as-I see t, remains, and the Court 
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the majority of the creditors wish to continue the 
voluntary liquidation and no valid reason is shown 
why effect should not be given to their wishes, 
the Court will not make a winding-up order. There 
is nothing in the decision i in In re James Millward G 
Co Ltd to the contrary,’ 
bt cannot, therefore, be right to say that a 
petitioning creditor has the same rights as has a 
petitioning creditor under the bankruptcy laws 
relating to private persons. 


Minority Opinion in Special Circumstances 


The Court of Appeal was ready to concede in 
Re B. Karsherg Ltd that cases could be imagined 
where the Court would make a compulsory order 
against the wishes of the majority of the creditors. 
An old example of such an exceptional case is 
Re Northumberland & Durham District B 

Co ((1858) 2 De G. & J. 357), but the Court of 
Appeal did not think that any principle could be 
extracted from that case. It was a very special 
case, and, having regard to the very peculiar 
circumstances which were proved to exist, the 
Court thought it right to make a compulsory order 
in preference to allowing the voluntary liquidation 
to continue. 

A more recent special case is Re Ithaca Shipping 
Co Lid ([1951] 84 Lloyd’s Rep. 507). The peti- 
tioning creditor was a judgment creditor for some 
£60, being supported by a creditor for £133. As 
against the company, the petitioner and his. 
supporting creditor would be entitled to a winding- 
up order ex debito justitiae, said Mr Justice 
Roxburgh. But it was argued on behalf of a credi- 
tor for £3,000, who opposed the petition, that an 
order ought not to be made as it was opposed 
by a majority in value of the creditors. As a gen- 
eral proposition, that was quite true, said Rox- 
burgh, J., but he added that it was a proposition 
which was always subject to the proof of special 
circumstances and, in his judgment, those special 
circumstances had been demonstrated. 

The view taken by Lord Justice Turner was that 

‘the Legislature, not having thought proper to 

provide that the majority of creditors should have 

the power to bind the minority in the choice of 
proceedings (a provision which, though introduced 
into the Bankrupt Acts, has not been introduced 
into this Act [Joint Stock Companies Winding-up 

Act, 1847]), the Court should not be disposed to 

give any decided weight to the opinion of the 

majority of the creditors against the minority 
upon the question as to the choice of proceedings’. 

The Court should be fully satisfied by the facts 
of the case that the minority interests would be 


has to consider the wishes of all the creditors. If protected by the procedure available. 
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- Need for Investigation and © 
‘Special Circumstances’ 


The Court of Appeal in Re B. Karsberg Ltd 
thought that the necessity of investigation might 
constitute in some cases ‘special circumstances’ 
within the language of Roxburgh, J., but that 
it ought not to have much weight in the present 


case as the liquidator and all’ the creditors who. 


stood behind him in the matter and who consti- 
tuted practically the whole of the creditors would 
obviously take full advantage of the means for 
investigation and inquiry which are afforded in 
voluntary liquidations. 

: The position in this recent case was as follows. 
On July roth, 1955, the receiver of a private 
limited company (who was appointed . under 
a debenture issued on July 15th, 1955) informed 
the creditors of the company that it was proposed 
to put the company into liquidation. On July 2oth,. 
1955, a petition was presented by two creditors for 
the compulsory winding-up of the company. On 
September 2nd, Tore, a meeting of the creditors 
held pursuant to the Companes Act, 1948, Section 
293, passed a resolution that the company should 
go into a creditors’ voluntary liquidation and the 
receiver (who was a chartered accountant) was 
appointed liquidator. The two petitioning credi- 
tors claimed that the company owed them £5,350. 
Fifty-one creditors (out of a total of fifty-six 
-creditors) whose debts amounted to over £41,000, 
E the petition. 

The state of the company’s affairs was such 
that a thorough examination of the way in which 
the company had been managed seemed to be 
needed. The petitioners contended, among other 
contefitions, that for this purpose the fact that 
' power to order persons to attend for public 
examination would be available under Section 
270 (1) of the Act in a compulsory winding-up was 
a ground for making an order for compulsory 
‘winding-up. The Court of Appeal held, reversing 
the decision of Mr EES Kei that no order 
should be made. 


Investigation Procedure . 


"The appeal succeeded on the ground that har 
practically the whole of the company’s creditors, 
both in value and in number, oppose a compulsory 


‘winding-up order, the Court should regard their ` 
-wishes in the matter, and should not force an order - 


-on them merely because the petitioners themselves 
‘want it. The creditors as a whole, there was no 
-doubt, had faith in the accountant whom their 
committee had appointed liquidator. The Court 
of Appeal thought that there were probably many 
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` ` matters which would require thorough investiga- 


tion and that it would obviously be in the interests 
of the creditors themselves to see that every 
possible investigation was made with stringency. 
It was held in Re Campbell Coverings Ltd (No. 2) 
([1954] Ch. 225) that under Secfion 307 of the Act 
e Court has jurisdiction to order the public 
examination of a director, pursuant to Section 270 
(1). This form of investigation is available now 
both in a voluntary winding-up and compulsory 
winding-up. Section 307 provides: 
= ‘(1) The liquidator or any contributory or 
creditor may apply to the Court to determine any 
question arising in the winding-up of a company, 
or to exercise, as r neS the enforcing ‘of calls or 
any other matter, all or any of the powers which 
the Court might exercise if the company were being 
wound up by the Court. (2) The Court, if satisfied 
that the determination of the ‘question or the 
required exercise of power will be just and bene- 
ficial, may accede wholly or partially to the applica- 
tion on such terms and conditions as it thinks fit 


_ or may make such other order on the applicata 
as it thinks just.’ 

The fact that it has been established that this 

procedure is available under both forms of 

liquidation weakens the case for preferring a 

compulsory winding-up to a-voluntary liquidation. 

It was certainly held by the Court of Appeal in 
earlier proceedings (In Re Campbell Coverings 
Lid ([19§3] 2 W.L.R. 1135)) that the Official 
‘Receiver cannot avail himself of these stringent 
powers in a voluntary winding-up. This aspect 
of liquidation procedure was examined in my 
article entitled ‘Public examination of directors 
in winding-up’ in The Accountant for August rst, 
1953. But the creditors can initiate this investiga- 
tion procedure, as can the liquidator and con- 
tributories. That being so, the case for abiding 
by the choice of the majority of the creditors is 
strengthened. 

Furthermore, as was pointed out in the judg- 
ment in Re B. Karsberg Lid, Section 334 of the 
Act, of which subsection (1) is applicable to 
compulsory liquidations and subsection (2) to 
voluntary liquidations, provides: 

‘If it appears to the liquidator in the course of a 
voluntary winding-up that any past or present 
officer, or any member, of the company has been 
. guilty of any offence in relation to the company for 
which he is criminally liable . S 


he shall report the matter to E Director of 


Public Prosecutions. ‘There are no superior powers 
in a compulsory liquidation in this respect. to 


outweigh the creditors’ choice of a oe 
liquidation. S , | 
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Sndustrial Securities 


Limited 


The Midlands Issuing and Finance House providing a 

complete service for industrial companies to obtain 

capital and for the proprietors of private companies to 

market their holdings, and make provision for Death 
Duties. ` 


Public offers for Sale and placings during 1947-56 


Concentric Manufac- John Hawley & Co 
; turing Co Ltd - (Walsall) Ltd 
George Edmonds Ltd Bilston Féundries Ltd 
The Hill Top Craddock Brothers Ltd 
Foundry Co Ltd John Folkes (Lye Forge) Ltd 
Fletcher, Houston Gibbs & Dandy Ltd 


& Co Ltd Belgrave (Blackheath) Ltd 


Prima Industries Ltd aa noe SE Ge Ltd 
ers. ewca 

Job Whenay, ff ee Elliot Paisley Ltd 

Fordham Pressings Ltd Alfred Clough Ltd 

F. H. Tomkins Ltd Menace 

J. T. Price & Co Ltd TER Lid 

Zinc Alloy Rust- Arthur Wood & Son 

Vigel (Longport) Ltd . 
Onions & Sons C. E. Ramsden & Co Lid 


` (Levellers) Ltd Prestage Ltd 

- Fry's (London) Ltd 

Sankey Green Wire 
Weaving Co Ltd . 

J. ER & Son (Fenton) Ltd 





Ee 


G. ROLAND DAWES, F.C.A., F.C.W.A. 
E, CARL REEVES, B.SC(LOND.) 
SIR GREVILLE F. LAMBERT BART., F.C.A. 


Secretary: 
NORMAN E. HURST, A.C.A., F.C.LS. 


Aebille House, Materloo Street, Birmingham, 2 


Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM". 


Telephones: MIDLAND ‘5677-8-9 


Subsidiary Company: 
NEVILLE INDUSTRIAL SECURITIES (S.W.) LTD ` 
Baltic House, Mount Stuart Square, Cardiff. 


Telephone: CARDIFF 32255, 
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INVESTMENT 
REGISTRY a 
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Establishe 
tablished 1880 | E can help 


_Undertakes the following services SS 
‘for owners of established private 
_ businesses, and those concerned | Tia: Enie Dudes Taemin 
. with provision for death duties, NEE EE E EE 
deceased estates, etc.: i -- estate duty problems—actual or 
l . prospective — by purchasing 
i Flotation through recognized . - ‘|| minority shareholdings in private 
Stock Exchanges by Public "companies. | 
Issue, Offer for Sale or Intro- The trust has funds at its disposal 
duction of all or part of and is able to invest in suitable . . 
cases. 


existing share capital. 


Provision of new -capital for 
Eora or the funding of 
, Bank Loans. 


The ebe of large shares 
holdings in Companies 
already having a Stock Ex- 
change quotation. 


The keeping of Company 
Share Registers and the 
handling of share certificates, 
dividend payments, etc. 


.6 GRAFTON STREET, LONDON, WI 


Telephone: Hyde Park 6455 


Trustees and executors may there- 
fore discuss their problems with 

. Edith with confidence in spite of 
to-day’s difficulties. 


WEE 
ESTATE DUTIES 
INVESTMENT TRUST 
LIMITED 


. HEAD OFFICE: 
7 Drapers Gardens, London, .C.2 =Natlonal 0231 


BRANCHES : 
BIRMINGHAM—214 Hagley Road. Edgbaston 4181 


" LEICESTER—31 Friar Lane. Granby 854 


MANCHESTER—73 Whitworth Street. Central 5429 


 LeEDs—Headrow House. Leeds 2-2727 


EDINBURGH—33 Charlotte Square. Edinburgh 30212 
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© THE ANTIQUITY OF AUDITING ` ` 


by R. ROBERT, A.C.LS. 


os Egypt, long before the advent of 


money, had devised means of preventing 

losses through peculation. When, for ex- 
ample, corn was delivered to the granaries of the 
Pharaohs, the sacks were filled under the eye of an 
overseer, who made a note on papyrus. A second 
official saw the sacks into the storehouse, and made 
his own record, The simple expedient was adopted 
of making one man check the work of another. — 
The Greeks, with their more highly-developed 
system of accounting, inaugurated the auditing 


of public accounts by skilled ‘checking clerks’. - 


Rome, even in the days of the Republic, kept a 
close watch on the accounts of officials whose 
duties included the handling of cash. Medieval 
Italy, which was to dévelop double-entry book- 
keeping, was no less vigilant, and audits- in 
England may be traced back to the twelfth 
century. : 


Exchequer and Royal Wardrobe Audits - 
During the reign of Henry 1 (1109-1135) there 
was compiled at the Treasury in Westminster 
a great “Pipe Roll’ of Exchequer receipts. The 
Chancellor’s deck prepared a second such Roll, 
and the King’s representative a third. Independ- 
ently maintained, the three records had to agree 
in, every detail, and any differences discovered 


at the end of the year were investigated. The | 


word probatum was written against the adjusting 
entry. 

A similar set of accounts was kept to record 
the financial transactions of the Royal Wardrobe, 


or Household, each being- independently - pre- 


pared. The accounts, in accordance with Ex- 
chequer rules then in force, corresponded page 
to page, line to line, and the probatum, or mark 
of audit, was affixed to the sum of every page. 
‘At about the same period, county . sheriffs 
responsible for collecting taxes on the King’s 
behalf, were required to attend at the Exchequer 
twice yearly, at Easter and Michaelmas, to make 
payments and render account to officials known as 
Auditores Comptorum Scaccari; and here, too, 
a thorough audit was undertaken. Charges against 
the Crown, not properly vouched for, would be 
disallowed, and all necessary steps were taken 
to ensure that the King received his just dues. 
The issue of wooden tallies, by way of receipt, 
was a further, protection against fraud. When, 
as sometimes happened, a chamberlain, bailiff, 


E 


or other servant failed to ‘yield accompt’, the 
auditors under a statute of Edward 1, 1285, 
could testify and cause the offender to be arrested, 
and consigned to the nearest gaol. | 

Reference may be made here to the excellent 
systems of accounting in use in English manors 
during the thirteenth century. The record known 
as the Extenta wasa list of the buildings, pasturage, 
stock, villeins on the estate, and so on. In the 
Inventory were detailed the circulating items such 
as livestock; implements, utensils, and certain 
articles of furniture. Between them these records 
gave an accurate picture of the lord’s assets — 
and they also revealed his revenue. Once a year, 
stewards and. bailiffs were called upon to answer 
to auditors. | WW l 

A thirteeńth-century French writer, dealing with 
manorial accounts, laid down the rulé that audits 
should only be entrusted to men who were “prud- 
ent and reliable’, and who ‘thoroughly understood 
their business’, ` 


City of London Records 


As a great centre of commerce from the time of 
the Romans onwards, London holds much of 
interest for the inquirer into early accounting 
history. It is clear, for example, from the ‘Calendar 
of Letter Books of the City of London’ that there 
were regular audits of the chamberlain’s accounts 


in 1298, for in that year the mayor, alderman, 


ointed 
ter, in 


sheriffs, and ‘certain others’, were a 
collectively as auditors. A decade or so 
1310, we learn that | 
‘six good men of the City, elected in the presence 
of the whole Commonalty’ k 


were filling the same office. In 1311, a ‘Comp- 
troller against the Chamberlain’ was appointed 
with instructions to - 

‘assist in auditing and determining the accounts of 

divers Chamberlains and other officers for the 

time past’. 
Some irregularity, perhaps, had come to light! 
~ The City fathers, no less than the merchants, 
were becoming extremely ‘audit-conscious’ and 
left nothing to chance. The English Commons, 
too, in the fourteenth century, were demanding 
audited accounts before voting fresh funds into the 
royal purse. Monarchs naturally objected, and 
Henry IV, in 1406, declared bluntly: ‘Kings do not 
render. accounts’ and, obviously had no intention 
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of doing so. But. he thought better of it in. the 
following year. `. 

Allusions to auditing are to be found in the 
records of many of the City companies. The 
Worshipful Company of Grocers, at the con- 
clusion of their annual banquet, used to hand 
the fraternity’s money and valuables to newly- 
elected wardens in the presence of members 
who were to ‘supervise the accounts’. The 
Pewterers, in an ordinance of 1564, agreed 

‘that there shall be four auditors chosen every 

year to audit the Craft accompt, and they to peruse 

it, and search that it be perfect’. 
The task had to be completed between Michael- 
mas and Christmas each year, and, in default 
of an end by Christmas, they were liable to a fine 
of six shillings and eightpence each. Items dis- 
allowed by the auditors of this Company, not 
infrequently, were sundry sums ‘spent in the ale- 
house near the Halle’ and there were even occa- 
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sions. when the accounts were rejected and 


. referred to the membership for appropriate 


action. . 
Pitt at the Exchequer 

The Exchequer audits, once so strict, had, by the 
eighteenth century, become very‘much less so. At 
the time when Pitt became Chancellor, the audit- 
ing of the national accounts was indeed little more 
than pretence. The office of auditor had degener- 
ated into a sinecure and, according to the historian 
Lecky, the duty was performed by clerks who 
merely verified the arithmetic, and made no real 
investigations. Fraud and collusion were much 
in evidence. 

This state of affairs prompted Pitt to abolish 
the ‘Auditors of the Imprest’ and appoint a Board 
of Commissioners in their place. Armed with 
formidable powers, they took upon their shoulders 
the important task of squaring-up the. public 
account, and of restoring the integrity of the audit. 


WEEKLY NOTES 


The Society’s New President 


Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A.. Was 
elected President of The Society of Incorporated 
Accountants at a 
meeting of the 
Council held on 
May 16th. Mr 
Edward Baldry, 
F.S.A.A., was elected 
Vice-President. 
Sir Richard 
Yeabsley is a part- 
ner in the firm 
of Hill, Vellacott 
and Co, of London, 
with branch offices 
at Cambridge and 
Deal, and in the 
firm of Hill, Vella- 
cott and Bailey, of Belfast and Downpatrick. In 
earlier years, a partner in Messrs Hill, Vellacott 
and Co, was: President of The Institute of Chartered 
Accountants in England and Wales and another was 
President of The Institute of Chartered Accountants 
in ‘Ireland. The whole of Sir Richard’s professional 
career has been spent with the firm: he became a 
partner in 1935 having been admitted to membership 
of The Institute of Chartered Accountants in England 
and Wales in the same year. Throughout the First 
World War he served in the 3rd Battalion (City of 
London Regiment) Royal Fusiliers. 
Sir Richard qualified as an incorporated’ accouint- 
ant in 1923. He was elected a.member.of.the Council 
of the Society in 1945, and has served as Vice-Presi- 





dent for the last two years. He is a past Chairman of 
the Incorporated Accountants’ London and District 
Society. 


Sir Richard was awarded the C.B. $. in 1943 and 
was knighted in 1950. He is accountant adviser to the 
Board of Trade and a member of the Monopolies 
and Restrictive Practices Commission, the Board of 
Referees and the panel of arbitrators under the Coal 
Industry Nationalization Act; he has also served on 
the Hosiery Working Party and on Government 
committees on the distribution of building materials, 
the resources of minerals in the United Kingdom; 
resale price maintenance, and Supreme ` Court 
practice and procedure. He is a member of the Council 
of the British Institute of Management, chairman of 
Brown Brothers Ltd, and a director of other public 
companies. 


The New Vice- President of the Society 


The new Vice-President of the Society, Mr Edward 
Baldry, F.S.A.A., is senior partner in the firm of 
Allen, Baldry, ‘Holman & Best, Incorporated Ac- 
countants, of London. He became a member of 
the Society in 1919, after serving articles with the late 
Mr J. M. Fells, F.s.a.a., who was then a member of 
the Council. 

~ Mr Baldry has been in public practice for twenty- 
six years. He has been a member of the Council since 
1949 and has served on many of its committees. 
Since 1945 he has represented the Society on the 
Council of the London Chamber of Commerce. He 
is a Freeman of the-City of London and a member of 
the Fruiterers’ Company. , 
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bringing the total 
‘170 Fellows in practice and 17 not in practice; 


The Irish Institute’s Year 


The report of the Council of The Institute of Char- 


tered Accountants in Ireland for the year 1955, 
which was presented at the sixty-eighth annual 


meeting held in Dublin on May 5th, records an. 


increase in membership of 44 during. the year, 
to 965. Of this figure, there were 


the total of Associates in practice numbered 139, 
while there were 639 Associates not in practice. 

The new bye ee which were approved by 
members in 1954, were allowed by both the Republic 
Ireland and the Privy Council of Northern Ireland 


` during the year and became operative from November 


14th, 1955. The report states that the Council of 
the Institute has appointed representatives to a joint 
committee set-up on the invitation of The Incorpor- 
ated Law Society of Ireland to study the taxation 
treatment of provisions for retirement in the case of 
self-employed persons. 

The Institute’s income and expenditure account 
shows a surplus of £269 for 1955 compared with a 


. deficit of £761 in the previous year. 


A report of the annual meeting together with the 


address of the President, -Mr Frank Cleland, F.c.A,, - 


EES on another page of this issue. 
Eire Budget 


_ The keynote of the Budget presented to the Dail in 


Dublin, on May 8th, by Mr Gerard Sweetman, 
Minister for Finance, was the encouragement of 
saving, chiefly by the discouraging of consumption. 
Cigarettes went up from 2s 5d to 2s rod per packet 
of twenty, pipe tobacco went up by 6d an ounce, and a 
box of matches from 14d to e) 

4s 3d a gallon for the higher grade, the tax having 
been increased by 6d. The betting and gambling 
duty goes up from 74 to 10 per cent and there is to be 
ar per cent stamp duty on Totalisator transactions 
and a {40 excise tax for licences under the Gaming 
Act. The tax on dancing is to be rermposed. 

In direct taxation there are to be reductions. The 
first {25 of bank interest is to be exempt from income 
tax. An initial allowance of 20 per cent will be granted 
on plant and machinery, other than motor-cars, 
and the personal allowance for married couples and 
persons with dependents is to be increased by fro. 
The 25 per cent stamp duty on non-nationals 
buying industrial premises or houses is to be reduced 
to the 5 per cent already paid by nationals. 

Food subsidies are to stay unchanged, pensions 
increased, and social insurance benefits extended. 


: Taxability of Value Payments 

The question whether a value payment constituted 
part of the trading profit of a property dealing 
company has now for the first time been determined. 
The point was decided in the taxpayer’s favour in 
London Investment and Mortgage Co Lid o CLR. 
(The Times May 11th, 1956). . 

: The War Damage. Acts made provision for the 
payment of two types of compensation for. war 
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. Petrol now costs. 
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damage to land. If the damage was repairable, a cost 
of works payment, equivalent to the cost of the execu- 
tion of the necessary repairs, would be awarded; if 
on the other hand the damage was so extensive that 
restoration would not be economic, a value payment 
would be made in respect of the depreciation in the 
value of the property as the result of the damage. 

The tax aspects of the matter, however, were not 
apparently fully appreciated. Section 28 of the War 
Damage (Public Utility Undertakings etc.) Act, 1949, 
expressly provided that war damage contributions, as 
well as expenditure on war damage repairs, in so far 
aa the cost of the latter was met by a cost of works 
payment, were not deductible in arriving at profits. 
Expenditure on such repairs, in such circumstances, 
moreover, was not to rank for relief as management 
expense or as excess maintenance relief. Con- 
versely, it is only rational to hold that war damage 
compensation cannot be regarded as a trading profit. 
The decision in the above case, although it dealt 
specifically with the position as to value payments, 
must, it seems, equally apply to cost of works pay- 
ments. 

Domestic Appliance Sales 

Although there were reports about two months ago 
that the stock of radio and television sets had piled 
up rather alarmingly, following the most recent 
hardening of hire-purchase contract terms, the sales 
of domestic appliances as a whole were responding 
very unevenly to the credit ‘squeeze’. There were 
reports in the first quarter of this year that there had 
been a deterioration below the corresponding quarter 
of 1955 but there have since been reports of a recovery. 
The improvement seems to have been concentrated 
mainly on refrigerators, washing machines and vacuum 
cleaners. It may be too soon to see in the recent 
improvement more than a seasonal recovery but it is 
at least apparent that the downward trend has been 
arrested. - 

Stocks of certain domestic appliances have been 
substantially reduced and this is beginning to have a 
favourable effect on production. There seems to be 
agreement that it is-the high statutory minimum 
hire-purchase deposit which is holding back sales 
rather than the high rate of purchase tax. It 
would appear that the restrictions imposed during the 
winter have hit washing machines, gas cookers and 
electric cookers more severely than refrigerators, but 
allowance has to be made for the fact that about 80 
per cent of the output of refrigerators is exported. 

That there was a sharp reduction in sales and 
production of domestic equipment in the latter part 
of the winter, there is no doubt. It now remains to 
be-seen whether the improvement noticed in the last 
few weeks is a seasonal change or whether the public 
is getting used to the present levels of purchase tax 
and the hire-purhcase terms now available. If it should 
be the latter, the lesson will follow that at a time of 
buoyant wages, restrictions must be not only severe, 
but frequently reinforced if a policy of deflation i is to 
be maintained. 


ve 
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FINANCE AND COMMERCE 


American economic uncertainties have brought 
renewed uncertainty to the London stock-market. 
Selling has been light, ‘but prices have been marked 
generally lower. 


| United Serdang 


. A new form has been adopted for the accounts of 
The United Serdang (Sumatra) Rubber Plantations 
Ltd, which we reprint this week. In previous years, 
a note explains, assets. and liabilities in Indonesia 
were brought into the balance-sheet under their 
respective headings. Rupiah profits earned by the 
parent company and proposed dividends of sub- 
sidiaries were expressed in the profit and loss account 
` in sterling at the approximate ruling exchange rate. 

In these accounts, the net book amount of the 
parent’s fixed assets in Indonesia at August 1947 is 
now shown in the balance-sheet as Investment in 
Indonesia. Also included under this heading are the 
book cost of shares in subsidiary companies and the 
balances of inter-company indebtedness at August 
1947, all subsequent sterling payments and receipts 
by the parent company on account of subsidiaries 
being dealt with in the relevant profit and loss ac- 
counts. 

The profit and loss account has been adjusted to 
exclude the unremitted portion of profits earned in 
Indonesia by the parent company since August 1947 


and unremitted dividends declared by subsidiaries. - 


United Kingdom taxation provisions have also been 
adjusted to exclude any deferred taxation previously 
provided on unremitted income. 


` Assets, liabilities and reserves of the parent in 


Indonesia are given in a separate rupiah statement 
and there is a form of profit and loss account relating 
to transgctions in Indonesia adjusted to show the 
unremitted portion of the profits since August 1947. 


Indonesian Law 


This change in the form of the accounts has been 
` prompted by the new regulations promulgated by the 
Indonesian Exchange Control in June 1955. Overseas 
companies were ordered, before remitting profits of 
financial years ended between July ist, 1954, and 
June 30th, 1955, to deposit with the Bank Indonesia, 
40 per cent of the fiscal profit remaining after payment 
of Indonesian company tax. They were allowed to 
remit three-fifths of what remained, the other two- 
fifths being required to pay the levy imposed on 
remittances by Emergency Law No. 5 of March 
and, 1954. 

In Se words of the official pronouncement, the 
funds ited with the Bank Indonesia ‘may 
generally ny See in accordance with the judgment of 
the management of the bank for the maintenance 
and improvement of conditions within the relative 


enterprises’. 


~ 


Mr Aston Writes: e 


The following letter is from Mr Charles Aston, A.C.A. 
He writes: ‘In a recent comment an the accounts of 
Imperial Tobacco Company, you charged the board ` 
with taking a retrograde step in omitting the chair- - 

man’s statement. Nevertheless, you did agree that 
there had been extra effort to make the publication as 
informative’ as possible with a lengthy explanatory 
statement and notes. 

‘If an explanatory statement contains all the ` 
necessary information’, Mr Aston asks, ‘is there any 
valid reason why it must be labelled ‘“‘chairman’s 
statement”? If, in the case of the Imperial Tobacco 
Company, it had been headed “‘chairman’s state- 
ment”, would the board have received your com- 
mendation instead of censure?” 

Mr Aston points out that ‘normally an Si 


meeting does not take place until about five weeks 


after the content of the report and accounts have 
been agreed, and that much can happen in that time. 

‘Is it really your intention’, he continues, ‘to 
muzzle chairmen by precluding them from com- 
menting at annual meetings on events that have 
happened since the contents of the report were 
agreed? If the report and accounts are as informative 
as possible, I cannot see any special virtue in the 
term “‘chairman’s statement” which justifies its use in 
preference to such heading as “explanatory notes”, 

“appendix to the directors’ report”. 

‘I shall be interested to know, however, if any of 
your readers share my view.’ 


How It Happened 


Our contribution to the discussion will be to trace the 
origin of the chairman’s statement and to re-state 
the views which, constantly reiterated in this column, 
did- much to bring about the statement with the 
accounts. 

Twenty-five years ago, company accounts which 
hid something — profits, reserves, bank loans, credi- 
tors, etc. — were still an accepted ‘thing. 

They were accompanied by little more than a report 
giving the profit — or what was called profit- the alloca- 
tions, and forward. For any more information, 
shareholders attended the meeting to sit, sometimes 
in real discomfort, while the chairman read a prepared 
statement, called ‘speech’. 

We maintained that all available information ` 
which directors felt should be given to shareholders 
should be given with the report and accounts. That 
still left chairmen to bring the position up to date, if 
necessary, at meetings. We hold these views as 
firmly now as we did then. 

The ‘speech’ with the accounts came to be called 
‘chairman’s statement’. But it is not the title that 
matters. What matters-is that the information is 
given. i 
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CORRESPONDENCE 
Letters must be authenticated by the name and address of the writer, not necessarily for EE i 
The Editor does not necessarily agree with, or hold himself a Jor, the opinions expressed. 


Annual Returns: Floating Charges 


Sir, — Replying to your correspondents’ (P. & S.) 
letter in The Accountant of May sth, we quote a 
reply given by the Companies Registration Office in 
1952 to this same question: 


“The correct interpretation of “‘total indebtedness” 
is the total amount -of all mortgages and charges 
registered at this office.’ 


= Yours faithfully, 
~. CROWTHER, EVANS & SON. 
Liskeard, Cornwall. 


Employment of the More Mature 
Sir, ~ As one concerned with the ‘hiring and firing’ 


- of staff in a large public company I can sympathize ` 


with Mr Clothier’s letter to you (April 28th issue) 
regarding the difficulties of persons over age 40 
obtaining employment. 

- I suggest two main reasons are: 


(1) In a large concern one trains for executive 
_ replacement and to introduce a senior person 
-~ , Often reacts unfavourably. on existing staff. 


of such age. 

As regards the latter, my company has decided 
that pension premiums paid for new staff over 40 
will, irrespective of age, be limited at the beginning 
to the amount which would have: been paid if the 
new recruit had been aged 40 next birthday. This 
gives a somewhat reduced pension but enables us to 
recruit ‘over-4o’ staff. This we do and sometimes 
those aged 60 and over; a very good source of supply 
of these being from Government departments. 


I hope this letter may encourage other companies .. 


to follow suit. 
Yours faithfully, 


COMPANY SECRETARY. 


An Interesting Problem 


Sir, ~ In Mr Striker’s problem of the two tribesmen 
(April 14th and May sth issues) it seems to me that 
only one question is necessary: 
‘If you were a member of the other tribe, which 
would you say is the way to the village?’ 

Whichever tribe the man belongs to, he will give 
the wrong answer, 80 by taking the other path, 
safety will be found. 

Yours faithfully, 


A. L. BUNNEN. — 


Accounting for Inflation 


Sm, — I notice that Mr Frank Bower, in his letter 
which you published in your issue of April 21st, 1956, 
is concerned with the welfare of this country and 
would like our Institute to sponsor the replacement 
method of calculating profits because the higher 
profits reported by orthodox methods are used by 
trade unions to support their claims for increased 
wages, thus accentuating inflation itself. This, I think, 
is a wrong approach to this subject, because I believe 
that in our professional capacity we are concerned 
with the truth, not the welfare of the country. 

Ina drought a water board might hope to frighten 
their customers into economising by reporting their 
reserves at half what they were in fact, but after a, 
time the people would take little notice, having learned 
from experience that available supplies were always 
better than reported. Similarly, if business men were 
given the benefit of renewing their assets in perpetuity 
at 1939 prices as the result of the replacement cost 
method of calculating profits, the trade unions would 
in due course realize that the rich grew ever richer in 
monetary terms and, embittered by this injustice, 
would discredit our profession and pursue still more 


-*~unreasonable wage demands. -~--~ = 
Gei The high cost of pension premiums for persons- 


Even orthodox accountants depart from the truth, 
since they write down stocks to market value, use 
excessive depreciation rates and make other reserves, 
all of which they would provide by allocation out of 
profit, if they were concerned to report what is true 


„rather than what is prudent, but they have not 


succumbed to the temptation which Mr Bower 
advocates. My contention is that only one profit 
figure can be true for each business transaction, all 
others being false. Keynes showed that, subject to 
the minor departures just mentioned, the orthodox 
method is true. The economists on whom the 
replacement accountants rely for their theory have 
not shown that Keynes is wrong, in fact they often 
admit that he is right, but brush his results aside as 
mere arithmetical equations useless to them in their 
search for ways and means of benefiting mankind. 
Basically, this is a simple problem, and I believe 
that the equality of income with the value of the 
product: has been proved absolutely by Keynes. 
That equality is destroyed if profit is calculated by 
the replacement cost method, hence I suggest that 
Mr Bower should first address himself to the task of 
showing that Keynes is wrong or admit that he is a 
pragmatist seeking, not the truth, but what in his | 
opinion is good for society, 


Yours faithfully, 


Birmingham. H. A. BRISCOE. 
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They ‘framed’ me into making a speech 
... but the laugh was on them when I held them spellbound! 


SO I was scheduled to play the clown, eh? 
It was with mixed feelings of anger and 
amusement that I listened to Hanley’s glee- 
ful explanation of his scheme through the 
half-open door of the private office. 


‘It’s bound to come off,’ he explained to 
his listeners. ‘TH tell the Boss that Burton 
bas some ideas about the new advertising 
campaign. He doesn’t know about this 
conference. And when the Boss calls bim in, 
watch him stutter and swallow his tongue. 
Dein afraid of his own voice.’ 


If this had happened three months ago, I 


would have stayed away from the office that . 


day. Three montis previously, I had been 
just the type that Hanley bad me labelled. 


eA good conscientious worker— but con- 


/ 


stantly handicapped by an inferiority com- 
plex whenever a business superior spoke to 
me. I was bashful, nervous and timid when 
called on to speak at length to a group of 
men. And I soon realized that my Inability 
to speak effectively and persuasively was 
limiting my future and causing people to 
class me as an incompetent. 


And then something happened. Reading 
through my favourite magazine, I read about 
and sent for a wonderful little free booklet 
entitled How to Work Wonders With Words, 
It explained an amazingly simple home study 
training method by which any man could 
banish nervousness and self-consciousness. 
It revealed the simple Laws of Conversation 
-the knowledge and practice of which 
would make the most shy and retiring man 
a dominating and aggressive speaker — able 
to convince one man or an audience of 
thousands. 


Within a few days I had begun this secret 
practice. So fascinating was it that weeks 
flew by like hours. I began to feel more con- 
fidence in myself. And finally came the day 
when I realized that my shy, retiring nature 
bad vanished and that I was ready to speak 
in public any time. Now for the opportunity] 
And here it was-I’d show Mr Hanley 
something! 


To say they were dumbfounded Is putting 
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~ Sales Director, at double my old salary, 
And my reputation as a convincing speaker 
and interesting conversationalist has spread 
to the extent that I am often the principal 
speaker at civic banquets~and a much 
invited guest at dinner and social functiona, 
Yes ~ the best investment I ever made was 
when I sent for that wonderful free booklet 
How to Work Wonders With Words ~ and the 
investment was only a ad stamp. 


* * * 


There is no magic, no trick, no mystery about 
becoming a powerful and convincing talker. 
You, too, can conquer timidity, stage fright, 
self-consciousness and bashfulness, winning 
advancement in salary, popularity, social 
standing and success. 


SEND FOR THIS AMAZING BOOK 


This new method of training is fully des, 
erfbed in a very interesting and Informative 
booklet which is now being sent to everyone 
posting the coupon. This booklet is called 
How to Work Wonders with Words. In it you 
are shown how to conquer stage fright, self- 
consciousness, timidity, bashfulness and 
fear ~ those things that keep you silent while 
men of lesser ability get what they want by 
the sheer power of convincing speech, Not 
only men who have made big money but 
thousands have sent for this booklet — and 
are unstinting in their praise of ir. You are 


Now Sent 
FREE 
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WHAT THIS BOOK WILL SHOW -YOU 


How to tell entertaining stories 

How to talk before your club or lodge 

How to propose and respond to toasts 

How to address board meetings 

How to make a political speech 

How to make after-dinner. speeches - 

How to converse interestin 

How to write letters 

How to sell more goods . 

How to tram your memory 

How to enlarge your vocabulary 

How to develop self-confidence 

How to acquire a winnin ano personality 

How to strengthen your will-power and ambition 
How to become a clear, accurate thinker 
How to develop your power of concentration 
How to be the master of any situation 





THE 


SERVICE (dept. A/ES62), Marple, Cheshire. 


THE SPEAKERS’ SERVICH 
(Dept. A/ES62), Marple, Cheshire. 
Please send me FREE and without obli 
tion my y copy of s of your oi E booklet How 
to Work ords, and full infor- 
mation regarding your Course In Effective 
Speaking, I enclowe aad a¢d stamp for postage. 


it mildly. When I was called in to address told how to bring out and develop your e EE 
that conference, I just bowled them over, I priceless ‘hidden knack’ ~and the natural (Please use Block Letters) 
did have some ideas on that new campaign- gift within you~ which can win for you ADDRESS EE 


and succeeded in upsetting the whole year’s 
programme, And my case proves that it pays 
to be ready for Opportmity. Shortly after- 
wards the company. created a new.job for me 


‘ advancement in position and salary, popu- 


lerity, social standing, power and real suc- 
cess, You can obtain your copy absolutely 
free by sending the coupon, and 2jd stamp 
for postage. 
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latter or postcard. 


peace ee 
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THE SOCIETY OF INCORPORATED | 
ACCOUNTANTS 
SEVENTY-FIRST ANNUAL GENERAL MEETING 


The seventy-first annual general meeting of The Society of Incorporated Account- 
ants was held at Incorporated Accountants? Hall, Temple Place, Victoria Embank- 
i ment, London, WC2, on Wednesday, May 16th, 1956. 


Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., Vice-President 
of the Society, took the chair in the absence, through indis- 
position, of the President, Mr Bertram Nelson, C.B.E., J.P., 
F.3.A.A., and read the President’s address which is reproduced 


below. 
THE PRESIDENT’S SPEECH 


Unsolved Problems 
As I come to the end of my term of office as President of the 
Society, I keep thinking about unsolved problems. That is 
my subject this afternoon. I want to talk about three 
problems to which I can find no ready solution. 


Building for the Future 


The Chancellor of the Exchequer has recently told us that. 


‘the most important initiating factor in producing inflation 
was the upsurge in industrial investment’. Action has, 
therefore, been taken to slow down expenditure on new 
factories and new plant. This re 
it is today, cannot continue for long without serious effects. 
There are already indications that the rate of increase in 
industrial production in 1956 will be less than in 1955. 
Unless industry can build for the future, unless buildings 
and plant can be steadily increased, there is no hope of 
even maintaining, let alone increasing our present stan 
of living. 

Of course, investment in plant and machinery was high 
in 1955 (with an increase of £125 million at 1948 prices or 


14 per cent on the previous year), but it is worth remember-. 


ing that stocks and work in progress increased even more 
rapidly, the total being £225 million greater in 1955 than in 
1954, largely because of the activity of the metal-using 
industries. 
It could be argued that in 1955 we were not being 
extravagant in our expenditure on plant and that the real 
roblem was that, as consumers, we were trying to live 
bevond our means, that we were spending too much on the 
enjoyments of life. Consider the proportion of the national 
income which is being invested in certain European 
countries: 
Gross Fixep CAPITAL FORMATION: 
PROPORTION OF NATIONAL INCOME, 1954 


per cent 

United Kingdom .. SE ep e 13 
Belgium  .. eg e Sie i 14 
France Ss d Se Sg Es LA 
Italy be Ss gie SS Si 20 
Holland E Se Gs of as 21 
Sweden Ss eg be i gë 2I 
West Germany Ss Sg ds e 2I 

, 31 


Norway e 
It has been said that 
‘to some extent these comparisons ere unreal, since 
highly~developed countries are unlikely to devote so big 
a proportion of resources to investment as those at a 
lower stage on the industrial scale’. 
The concept there seems to be that in this country we have 
already gone through our major period of industrial 


development. I am going to predict that the time for the 


most rapid industrial expansion is, or should be, not in the 
past but in the future. Remember the extraordinary 
technological progress which has already commenced. 
Remember that the increase in the labour force which has 
taken place in the last three years cannot continue much 
longer and that we shall be increasingly dependent on the 


-needed if we are to progress? 


ing process, inevitable as. 


other main factor of production ~ capital. Remember that 
the world as a whole is in great need: 85 per cent of the 
world’s population suffers from malnutrition and our 
peace may depend on the speed with which that need 
can be relieved. Remember, too, the indications which we 
already have as to the needs of some industries for new 
capital expenditure — for SE million for the 
National Coal Board in the next fifteen years, almost half 
of that vast sum in the critical period from 1956 to 1960. 

My first problem is, therefore, this: how do we build for 
the future, how do we provide-the capital which will be 
Of course, the problem is 
greatly reduced if there can be substantial reductions in 
Government expenditure and if wage increases can be 
related to increases in production rather than to price 
changes. Any adequate solution must, however, look 
closely at the possibility of increasing savings — genuine 
savings. e 


Savings 
May I here diverge from my main theme to remind you 
that we seem to run into financial crises, with unfailing 
regularity, every two or three years. ‘We all want full 
employment and we all want stable prices’, but the 
technique of simultaneously achieving both objectives still 
eludes us. The margin of error is perhaps very slight ~ 
(a reduction of 1 per cent or 2 per cent in consumption 
would have prevented most of the crises) but the effects of 
error are considerable, because our reserves of gold and 
dollars are so low. These successive crises do much harm 
and produce much uncertainty. The country is in the same 
position as the company which has no matgin for error or 
experiment because it has run down its reserves. The remedy 
may be to build up reserves again by savings. The prospects 
are not particularly satisfactory. There is still a lack of 
confidence in the safety of savings. Increases in wages have 
not, since 1952, been accompanied by a corresponding 
increase in personal savings. Corporate savings nfay tend to 
fall, partly because of taxation and partly because super- 
annuation funds will start to slow down soon, when the 
number of pensioners increases substantially, as it will 
within the next ten or fifteen years. There is perhaps a need 
for a Royal Commission on savings. 
Taxation 
Many accountants may, however, feel that there can be no 
great improvement without reform of taxation. Would 
that the Chancellor could have announced on Budget day 
a three-year programme of tax reform. Would that his 
proposals for superannuation benefits for self-employed 
persons had not fallen so far short of the recommendations 
of the Royal Commission. Would that he had not found it 
necessary to increase profits tax. No other tax is so directly 
confiscatory in relation to reserves: no other tax produces 
greater uncertainty through an ever-mounting contingent 
liability for tax on undistributed profits. Indeed, The 
Economist went so far as to say that 

‘in a budget designed to stimulate savings the Chancellor 

has forced companies to dis-save’. 
I fear, therefore, that my first anxiety is unsolved and I 
turn to my next problem. 


Wasted Ability 


As I have travelled about the country during the past two 
years, I have met many people, of divers occupations, who 
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were living and working at a level far below their true 
capacities, whose abilities were largely wasted. Happiness 
will not be found until many more people achieve a better 
balance between their talents and their opportunities. 
Perhaps all economic problems are, in essen moral 
problems but it helps if economic forces pull in the right 
direction. It may be that wages differentials are inadequate, 
so that there is little incentive for increased responsibilities. 
It may be that housing difficulties result in on unwillingness 
or an inability to move. It may be that training and promo- 
tion methods require review or that the existence of elaborate 
superannuation schemes is retarding desirable changes of 
SE E Perhaps some day industry and commerce will 

ar as the universities have already done in the direc- 
Ge ae transferable pension rights. First-class ability is rare 
and it should be used where it is most effective. For this 
reason there is a strong case for the part-time director, who 
has been so much attacked in recent years. Most boards 
ought to include full-time executives but their membership 
can also with advantage comprise part-time directors, of 
wide business or technical experience, whose abilities can 
be used in many fields. 

These are general problems but there are some questions 
which the accountancy profession should be asking. Is it 
possible that there are too many office workers in this 
country whose abilities are wasted on the dreary routine of 
excessive clerical work? New methods of saving time in the 
office have not reached many small and medium-sized 
busineses. The accountancy profession might do well to 
take an increased interest in office organization and method. 

Are we wasting the ability of some of our entrants? 
‘There are over 9,000 articled clerks and bye-law candidates 
now preparing for the Society's examinations; our educa- 
tional responsibilities exceed, in numbers, those of many 
British universities. The practical merits of our system of 
training are considerable but we have not responded to the 
stimulus of the improved educational methods now avail- 
able. Is it time for us to think again about the education of 
those on whom the future of the profession will depend? 
Irrespective of our training methods, ts it desirable that the 
accountancy profession, alone amongst the great professions, 
should recruit so few university graduates? Is there need to 
advance the techniques of the accountancy profession 
beyond the level of the Final examination, so that post- 
ee study becomes normal? I have no easy answers 

or you, so I pass to my third problem. 


The Measurement of Success 


The Colymbia University Press has published a book on 
Management of the Industrial Firm in the U.S.S.R., with 
two chapters on “The Measurement of Success’, With us, 
the normal criterion is still profitability and I suspect that 
there is still no more effective single test in the management 
field. The Soviet director has a different test question — 
What effect will alternative decisions have on the fulfilment 
of the plan set for his firm? I suspect that in both countries 
we are quickly moving towards much more elaborate 
measurements of success. Standard costing methods, for 
example, are already concerned with plan-fulfilment and 
with cost-reduction, rather than with changes in net profit. 
We are, in fact, face to face with a whole series of related 
problems in our measurement of success. Let me illustrate: 
Firstly 
We have inadequate information as to how industry as a 
whole is succeeding or failing, month by month. The 
Chancellor, in his Budget statement, noted a certain gap in 
our defences in this matter — ‘we are always looking up a 
train in last year’s Bradshaw’ ~and asked for the co- 
operation of industry in improving our statistics. Few 
appeals could be less popular; we ae filling in census 
returns. That natural antipathy would be reduced if the 
statistics were published in time to be useful and if 
the questions which were asked were really significant in the 
industry under review so that those who prepared the 
census data felt that they were finding out something new 
and useful about their own unde ; so useful that 


THE ACCOUNTANT 


May 19th, 1956 


they would wish to go on getting out the figures for their 
own purposes. 
Secondly 


The measurement of success involves comparisons not only 
with previous periods but also with comparable undertak- 
ings. We are only now beginning to study inter-firm 
comparisons but useful work on the use of accounting 
ratios for this purpose has been done by a committee of the 
British Institute of Management under the chairmanship of 
Professor Sewell Bray. There is much study to be done on 
this subject in the next few years. 


Thirdly 

Profit changes are an inadequate index of success or failure. 
Our clients who, somewhat belatedly, give us the informa- 
tion to enable us to prepare their annual profit and [oss 
accounts, will not get from that account the information 
they need for policy decisions. The information comes too 
late; even in the small business, there is need for danger 
signals which will light up as soon as anything goes 
seriously wrong. The information is not sufficiently 
specific: an increase in profits may mask a combination of 
unwise price increases and reduced efficiency. Our methods 
of diagnosing disease in the undertakings for which we 
act need development and our methods of exposition need 
simplifying so that they can be ERC by all, particularly 


- employees. 


Finally 
Our definition of success may have to be re-defined, in 
much wider terms of public interest. 

That last great problem, as old as human history, makes 
for me the point which I hope you have already seen- 
that in all these anxieties of which I have been speaking, 
the accountancy profession has a part to play in finding 
solutions. We are not merely book-keepers and recorders of 
past financial transactions: we are not merely onlookers but 
participants, members of a high calling with great res- 
ponsibilities and opportunities. 

And so I come to the end of my presidential journey, 
with many unsolved problems but Sg certainty about the 
relevance of the accountancy profession to those problems, 
and with certainty also about the many debts of gratitude 
which I owe to those who have been so very kind to me 
during my term of office. During the past two years, the 
Council of the Society has had to take decisions on import- 
ant matters of policy. May I tell you how warmly grateful 
I am to Sir Richard Yeabsley, who has given such great 
pathos to the Society as Vice-President, and to my other 

sete s on the Council? Perhaps a President is in a 
spe position to appreciate the immense amount of 
work done by those colleagues, with devotion, efficiency 
and kindness. These same qualities have been shown to me 
by the officers and committees of branches and district 
societies. I have no doubt at all that the well-being of the 
Society depends ultimately on the work of the branches 
and district societies; I know how arduous that work is — 
I wish that members and students might know what great 
services they can give to the Society, to the accountancy 


profession and indeed to themselves by taking part in the- 


activities of the Society — its lectures, its social functions 
and its committee work. One of the special pleasures of my 
term of office has been my visits to towns not customarily 
on the presidential itinerary, and I have learned much from 
my meetings with members. I am grateful also for the very 
happy relationships which exist between the accountancy 
bodies of this country and those overseas and I remember 
thankfully the many kindnesses which have been shown to 
me, Finally, it has been rightly said that a President enjoys 
the pleasures of office and that others do his work for him. 
Those others include my own partners and colleagues and 
the staff of the Society, to whom | am immensely indebted. 
I have received great kindness and help from Mr Craig, 
Mr Evan-Jones, Mr Little, Mrs Duncalf and all at Incor- 
porated Accountants’ Hall, who serve the Society so well. 


[We hope to report the remainder of the proceedings at the 
meeting in our next issue. — Editor] 


+ 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
, SIXTY-EIGHTH ANNUAL MEETING 


The sixty-eighth annual meeting of The Institute of 
Chartered Accountants in Ireland was held in the 
Dawson Hall, 42 Dawson Street, Dublin, on Saturday, 
May 5th, 1956. The President, Mr Frank Cleland, 
F.C.A., Was sin the chair, and the following members were 
present: 


Mr G. Francis Klingner, Vice-President; Messrs H. E. A. 
Addy, J. Bacon, G. A. P. Bryan, P. Butler, G. E. Cameron, 
M. M. Connor, A. E. Dawson, J. Graham, N. V. Hogan, 
R. E. McClure, H. T. Montgomery, R. P. F. Olden, 
H. W. Robinson, J. Walker, D. McC. Watson, Members of 
the Council, and Messrs W. G. Armstrong, A. S. Boyd, 
K. Briscoe, R. R. Caldwell, P. O. Coffey, B. A. Courtney, 
I. D. Crawford, R. N. Crawford, Wm. E. Crawford, J. P 


Crowley, N. M. P. Crowley, J. Doolan, T. A. P. Duffy, 
P. A. Duggan, J. Fogarty, H. H. Forsyth, D. a Foster, 
B. J. Heade, W. S. Henderson, J. Jo ae P. J. Kearns, 
S. Lilburn, T. D. Lorimer, E. McDowell, W. J. McHugh, 
H. SE D H. Montgomery, J. J. Murphy, R. W. 
Ne rt, J. C. Oakes, E. O’Carroll, J. C. O’Connor, 

WHO ’Donnell, J. C. O'Sullivan, J. J. ‘Patterson, D. W. 
Ee P. e Purtill, P. W. Redmond, D. N. Rowe, M. J. 
Ryan, J. H Sedgwick, L. J. Sillick, C. F. Smith, D. C. 
Telford, C. G. Walker, A. W. Warnock, G. L. M. Wheeler, 
W. F. Woodworth, with Mr W. S. Orr, Secretary, and 
Mr H. Stevenson, Joint Honorary Secretary and Treasurer, 
in attendance. 

Apologies for absence were received from Messrs E. W. C. 
W. Bailey, Hugh Boyd, J. F. Dempsey and S. H. Laughlin. 


THE PRESIDENT’S ADDRESS 


Before delivering his address, the President made 
reference to the Institute Conference which had 
taken place on the. previous day. He congratulated 
those responsible for the organization of the conference, 
which had been an undoubted success, 

In his address, Mr Cleland said: 


Membership 


The total membership at December 31st, last, was 
965, an increase of 44 over that at December 31st, 
1954, and about double that of fifteen years ago. You 
will observe that the number of Associates not in 
Practice is about two-thirds of the total. Ten E ago 
the proportion was just over a half. 


Examinations 


Mr Butler, in his presidential address last year, 
referred to the exceedingly poor results in both the 
Intermediate and Final examinations in 1954. I am 
sorry to have to tell you that the results in the Final 
examinations in 1955 were even more unsatisfactory. 
In the Intermediate the percentage of failures was 
much the same, about 65, but in the Final the percent- 
age of failures was 70 against 68 in 1954. These 
figures are considerably higher than those of the other 
major accountancy bodies. As might be expected, 
university graduates appearing for the first time made 
very much the best showing, the failure percentage 
being 43 in 1955 and 42 in 1954. Of those candidates 
who had already presented themselves on two or more 
occasions (nearly 40 per cent of the total) 80 per cent 
failed. 

It is difficult to understand why these results should 
be so very bad. Are many of these young men unsuited 
for the profession? Are the examinations inordinately 
difficult? Is the standard of marking or the level at 
which a pass is awarded too high? Are the candidates 
receiving proper training and coaching? These are 
some of the questions that suggest themselves. 

Undoubtedly some of the candidates are not suited 
for the profession, but there do not appear to be 
sufficient grounds for assuming that the proportion of 


misfits is greater in Ireland Van in Great Britain, 
Here I would suggest to members in practice, that for e 
their own benefit and for the good of the Institute, 
they should do everything possible to ensure that the 
prospective articled clerk fully realizes the difficulties 
ahead; that he understands that his path for the next 
five years will not be an easy one. Having done this 
and given the pupil a probationary period in the office 
the practitioner can do little more in the selection of a 
suitable person. 


Standard of the Examinations 


I do not think that the examinations are inordinately 
difficult. They are on much the same lines as those of 
the other senior accountancy bodies. With the advances 
in accounting and costing techniques and increasing 
complexities in taxation they are probably more difficult 
than they were some years ago, but, I repeat, not 
unreasonably so. They are of a very high standard and 
it is the Council’s intention that that standard shall be 
maintained. 

As to the standard of marking and the level at 
which a pass is awarded, these have remained un- 
changed for many years and are, in my view, reason- 
able. We have no means of comparing them with the 
standards of other accountancy examinations. 

Coaching for the Institute’s Intermediate and Final 
examinations is available in Belfast at classes in the 
College of Technology and in Dublin at university 
classes and at technical colleges. Also, many students 
rely, wholly or in part, on. postal tuition. It is my 
opinion that attendance at classes comes nearer to the 
ideal. It is there that the student with a problem can 
quickly obtain the help of the teacher or indeed of a 
fellow student. Here I may say that it would seem 
that many students are content with the work done in 
class and think it unnecessary to implement it with 
additional reading. This is a mistake: class work to some 
extent is a guide to the scope of the subject; a frame- 
work, leaving to the student’s initiative the filling in of 
detail. It is in this reading and research that the student 
gets a valuable part of his professional education. Much 
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of his reading will be prompted by matters. arising in 
the course of his practical work in the office and in 
this his principal can be of great help. I would say that’ 
the opportunities for gaining experience are greater 
today than ever before, because of the greater variety 
of work now carried out in most offices. 


Standard of English Unsatisfactory 


I have asked some questions and have attempted the 
answers, but these are not complete. I have been 
unable, for example, to find any satisfactory explanation 
for the fact that our examination failures are propor- 
tionately greater than those of the other bodies. It is a 
fact that the standards of English displayed by many, 
too many, candidates, both north and south, is 
deplorably low, but whether it is lower than in Great 
Britain I am unable to say, for I have heard similar 
criticisms made there. I may say that at the invitation 
of the Council of Education in the Republic, your 
Council submitted a short memorandum giving its 
views on matters relating to secondary education 
which included a criticisrn of the standard of English 
shown by boys leaving secondary schools. 

I am sure that we are all agreed that the position as 
I have outlined it is very unsatisfactory and is one 
which we will have te examine more closely and soon. 

You may be interested to know — for there may be 
a relationship here with what I have just said ~ that the 
intake of articled clerks in 1955 was only 62, 21 less 
than in 1954 and 14 less than the average for the last 
ten years. In 1955 the number of clerks under articles 
was 95 per cent of the total of practising members, 
while in 1954 the percentage was 105, in 1950 and in 
IQSI, 119, and in 1946, 110. 

In recent years there has been a change in the terms 
under which a clerk serves his apprenticeship. In few 
firms today is a premium paid and only a nominal 
amount returned to the articled clerk. The practice 
varies from office to office, but in many the amount 
_ paid to the clerk during his term of articles greatly 
exceeds the premium where one is charged. This is 
due, of course, to changing economic conditions 
which have made it difficult for middle-class parents to 
find a substantial premium and to keep their sons for 
the next five years until they qualify. Another reason 
is the competition from far-sighted commercial and 
industrial concerns offering very generous terms, with 
opportunities for study, which attract many of the 
best boys from the grammar and public school. Mostly 
the ultimate reward may not be as great as in a pro- 
fession such as ours, but the immediate reward is 
much greater. I believe that many of our practising 
members are aware of these changes and are doing 
their utmost to meet them. 


Pensions for Self-employed 


Ay matter which has caused our practising members 
(and also the members of other professions) much 
concern is the difficulty, in present conditions, of 
providing adequately for retirement. Professional men 
today, with the heavy burden of taxation they shoulder, 
are unable to make such provision. Members in 
industry and commerce have, generally, the benefit 
of pension schemes. What is now required is that 
provision for retirement can be made by contributions 
allowable: as expenses for tax purposes. Some time ago 
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a joint committee, on which the Institute is represented, 
was set up in the Republic to consider this very 
problem and we hope that its representations will meet 
with a sympathetic response by the Minister. In 
equity there is absolutely no reason why ‘such-contri- 
butions should not be allowable. What I have said 
here about professional men applies also to other self- 
employed people and to controlling directors of 
limited companies. Northern members. will welcome 
the sane and just proposals on pensions for the self- 
employed made by Mr Macmillan, which should 
achieve two very desirable objects — to help a hard-. 
pressed section of the community arid to encourage 
saving. 


District Societies 


I think that the most heartening feature of the year’s 
work has been the continued high level of activity by 
all three district societies. The youngest, the Munster 
Society, in spite of the distance between its two centres, 
Cork and Limerick, has a remarkably high attendance 
at its monthly meetings. I wish that some of our 
members in Dublin and Belfast could be infected with 
the Munstermen’s enthusiasm. However, I am glad 
to say that the Dublin and Belfast societies are 
extremely active. By the co-operation of the three 
societies we have had the pleasure of hearing several 


-very interesting talks by well-known lecturers from 


the other side. We are all indebted to the committees 
and officials of the societies for their hard, but very 
successful, work on behalf of the members. 


Conclusion 


This is the first annual general meeting at which Mr Orr 
has acted as our secretary. He has had a difficult year 


and has, indeed, acquitted himself well. I am very 


grateful to him for all the help he has given me during 
the year. 

Each of my colleagues on the Council has shown me 
a kindness and consideration which has been a great 
help and which I deeply appreciate. 


Discussion 


Mr G. Francis Klingner, Vice-President, having 
seconded the adoption of the report and accounts, 
the President invited discussion, in which the following 
members ‘took part: 

Messrs H. H. Forsyth, F.c.a., and N. M. P. Crowley, 
F.c.A., of Dublin, W. H. O'Donnell F.c.A., and T. A. P. 
Duffy, F.C.A., of Limerick, and J. C. O’Connor, F.c.a., of 

TX, 


The resolution for the adoption of the report and. 
accounts was then put to o the meeting and was carried 
unanimously. 


ELECTIONS 
Co-option and Elections to the Council 


The co-option to the Council during the year of Mr 
Niall Valentine Hogan, B.A., B.COMM., F.C.A., Was 
confirmed unanimously on the proposal of Mr H. 
Trevor Montgomery, seconded by Mr D. McC. 
Watson. 

On the proposal of Mr D. W. Pratt, seconded by 
Mr A. S. Boyd, the six members co-opted to the 
Council under Bye-law 4 (a), Messrs John Bacon, 
G. A. P. Bryan, M. M. Connor, J. F. Dempsey, 
James Graham and H. W. Robinson, were declared 
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.re-elected, no other nomiriations having been received. 

The six retiring members of the Council, Messrs 
H E: A. Addy, Patrick Butler, A. E. Dawson, G. 
Francis Klingner, H..Trevor Montgomery and 
R. P. F. Olden were declared re-elected, on the 
proposal of Mr J. J. Patterson, seconded by Mr C. F. 
Smith, no other neminations having been received. 


Re-election of President 


Mr Frank Cleland, Sea, Belfast, was unanimously 
re-elected President for the ensuing year on the 
proposal of Mr G. F. Klingner, seconded by Mr James 
Walker. 


Re-election of Vice-President 


Mr G. Francis Klingner, F.c.a., Dublin,. was unani- 
mously re-elected Vice-President, on the proposal 
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of Mr GL. M. Wheeler, ‘seconded ` by ‘Mr R. E. 


McClure. 
Officers 


On the proposal of Mr H. W. Robinson, seconded by 
Mr John Bacon, Mr Hugh Stevenson, F.c.a., Belfast, 


-Was unanimously re-elected Joint Honorary Secretary 
‘and Treasurer. 


The Auditors, Mr William Duffield, F.c.a., Belfast, 


‘and Mr H H. Forsyth, LL.B., F.c.a., Dublin, were 


unanimously reappointed on the proposal of Mr 
W. <2 Henderson, seconded by Mr J. Sedgwick. 


Vote of Thanks to the President 


‘The meeting concluded with a cordial vote of thanks 
-to the President, proposed by Mr J. C. Oakes, and 


carried with acclamation. 


MEETING OF THE COUNCIL 


A meeting of the Council of the Institute, was held in 
Dublin on Thursday, May 3rd, 1956. 


Attendance 


The President, Mr Frank Cleland, F.c.a., was in the 
chair, and there were also present: 


Messrs G. F. Klingner, Vice-President, H. E. A. Addy, 
John Bacon, G. A. P. Bryan, Patrick Butler, A. E. Dawson, 
J. F. Dempsey, James Graham, . Hogan, R. E. 
McClure, H. Trevor Montgomery, R. P. F. Olden, H. W. 
Robinson, James Walker and D. McC. Watson, with Mr 
W. S. Orr, Secretary, and Mr H. Stevenson, Joint Honorary 
Secretary and Treasurer, in attendance. 


` Apologies for absence were submitted from Messra 
G. E. Cameron and M. M. Connor. 


Fellowship 
The following Associates in practice were elected to 
Fellowship: 
Messrs John F. Fitzgerald, Galway; Peter C. Galligan, 
Dublin; C. J. Gilgunn, Dublin; C. Russell Murphy, 
Dublin: John J. Murphy, Dublin: R. T. G. Thompson, 


. Death 
The death of P. W. Leighton-Knott, Associate, of 
Warrington, Lancashire, was reported and noted with 
regret. 


Londonderry. 


Examinations: May 1956 


It was noted that 159 entries had been received ‘for 
the forthcoming examinations — 66 for the Final 
examination and 93 for the Intermediate examination, 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


"The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council Meeting held on May 2nd, 1956, who com- 

pleted their Fellowship or membership before May 

15th, 1956. i 

Associates elected Fellows 

aas, Wilfred John; 1925, A.C.A.; (*Maurice J. Bushell 
Toews ee 14 Ironmonger Lane, London, ECa, and at 

‘Bruce, en Nigel; 1948, A.C.A.; (Smailes, Holtby & Gray), 
99 Princea Avenue, 

Carr, Ronald William: 1936, A.C.A.; (John Gordon, 
Harrison, Taylor & Co), 7 Bond Place, Leeds, 1, and at 
Harrogate. 

Copeman, Ronald Cyril; 1950, A CA: (Smailes, Holtby & 
Gray), 99 Princes Avenue, H 

‘Dallow, Peter Raymond; 1948, A.C.A.; (H. H. Sherwood 
& Co), York House, 38 Great Charles Street, Birming-~ 
ham, 3, and at Tamworth. 

Dessauer, Klaus Jacob; 1950, A.C.A.; (Ridley, Heslop & 
Sainer), 10 New Court, Lincoln’s Inn, London, WCa. 
Flynn, Francis George Arthur; 1949, A.C.A.; (Brebner, 
Allen & Trapp), Bond Street House, 14 Clifford Street, 

New Bond Street, London, Wr. 


a placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


-= Hallam, Edward Eric; 1940, A.C.A.; (Goddard, 


Haines, Howell David John; 1950, A.C.A.; (Waugh, Haines 
& Co), 15 King Street, Hereford. pret 
e 


X CAPe 833 Salisbury House, London Wall, London, 


Hankigson, James; 1949, A CA: (Smailes, Holtby & Gray), 
o Princes Avenue, ; 
Holbrook. Richard James; 1939, A.C.A.; (Porritt, Rainey & 
Co), Ibex House, Minories, London, EC3, and at 
Sevenoaks. 


Holmes, Arthur; 1951, A.C.A.; (David Smith, Garnett & 


Co), 61 Brown Street, Manchester, 2 2. 

Humphries, Alan Peter; 1947, A-C.A.; (Baker, Sutton & 
Co), Eldon Street House, Eldon Street, London, ECa. 
Isles, Geoffrey; 1950, A.C.A.; (Glossop, Render & Swallow), 

Beckett’s Bank Chambers, Cheapside, Bradford. 

James, William George; 1929, A.C.A.; (R. H. March, Son 
& Co), Baltic House, Mount Stuart Square, and 8 
Windsor Place, Cardiff, and at London. 

Jefferies, Kenneth Brittian; 1947, A.C.A.; (R. H. March, 
Son & Co), Baltic House, Mount Stuart Square, and 8 
Windsor Place, Cardiff, and at London. 

Neatham, Norman; 1951, A. C.A.; (Edwin Bradshaw & Son), 
3 Springfield Street, Warrington. 

Pil Pong French; 1949, A.C.A.; (Porritt, Rainey & 
GE House, Minories, London, EC3, and at 
ae 

Pollott, Brian Runciman, M.A.; 1950, A.C.A.; (Spicer & 
Pegler), r9 Fenchurch Street, London, EC. 

Prince, Edwin Stanley; 1951, À. CA: (H. Waissen Wilson 
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& Co), a 20 Copthall Avenue, London, EC2, and at Spald- 
ing; also at Brighton (Wilson Holmes & Co). 
Rainey, (Miss) Beryl Iris; 1948, A.C.A.; (Porritt, Rainey & 
Co), Ibex House, Minories; London, EC3, and at 
Sevenoaks. 
Rainey, Leslie Vernon; rae. A.C.A.; (Porritt, Rainey & 
Co), 138 High Street, Sevenoaks, Kent, and at London. 
Rose, Hugh Sydney, B.a.; 1950, A. CA. (Spicer & Pegler), 
. 19 Fenchurch Street, London, EC3. 
Smith, Charles Anthony; 1932, A.C.A.; . Elles-Hill & 
i Co), so Gresham Street, London, E 2, and at Bir- 


mingham. 
BEE Wiliam Reginald Flower; 1950, A CA: (Mason 
& Son), 16 Buckingham Palace dens, Victoria, 


London, SW1. 
Tunnard, Richard; 1949, A.C.A.; See & Warren), 8 


The Crescent, Wisbech, and at Lynn. 

Van Baars, Richard;.1933, A.C.A,; ( GE Whitehead 
& Cormack), 530-1, Salisbury ' House, London Wall, 
London, EC2. 

Walker, Eric Samuel; 1947, A.C.A.; (Agar, Bates, Neal & 
Co), and (Agar, Bates, Neal, King & Co), 106 Edmund 
Street, Birmingham, 3. 

(Not in England or Wales) 

Newman, Eric John; 1939, A.C.A.; (*Midgley, Snelling, 
Barnes & Co), 4 Tinubu Street (P. O. Box .825), Lagos, 
Nigeria, and at Accra and ‘Takoradi. 


Admitted as Associate 
(Not tn Practice). 
Doncaster, Philip Jofin, with John Baldock & Co, Midland 
Bank Chambers, eee Grantham. 


. ' Personal 
Meséas Davies Bros. & Co, Chartered Accountants, 
of 27 Clements Lane, Lombard Street, London, EC4, 
announce with deep- regret the death on May oth, 
‘in bus eighty-eighth. year, of Mr CHARLES LESLIE 
DAVIES, F.C.A., a founder-member of the firm, and 
senior partner ‘until his retirement on December 318t, 
1954, after which he remained with the firm in a 
consultative capacity. 

MR F. J. THOMPSON, F.C.A., practising under the 
style of F. J. THOMPSON, Chartered Accountant, at 
‘Martins Bank Chambers,'6 Bedford Street, Exeter, 
announces that as from May Ist, 1956, he has taken 
into pattnership Mr C. H. F. JENNER, A.C.A., formerly 
his chief clerk. The practice will be continued under 
the style of THOMPSON; JENNER & Co. 

Messrs BAILEY, PAGE & Co, Chartered Accountants, 
of ag Queen Insurance Buildings, 10 Dale Street, 
Liverpool, 2, announce that Mr REGINALD R. 
Daun re, F.c.A., who, with Mr James PAGE, F.C.A., 
founded the firm in 1923, has retired from’ the 
partnership as from April 30th, 1956, but will 
continue to-be actively associated with it and will be 
available for consultation. They also announce that 
as from May et, 1956, Mr ARTHUR RayMoND HALL, 
A.C.A., has been admitted into partnership. Mr 
HALL served his articles with the firm and has been 
associated with it for some nine years since qualifying. 
The name of the firm will remain unchanged. 

Messrs P. F. Prerce & Co, Incorporated Account- 
ants, of 13 Cannon Street, Accrington, announce that 
Mr JAMES BIRTWISTLE, A.S.4.A., has been admitted 
into. partnership. Mr ‘BIRTWISTLE was articled to 
Mr P. F. PIERCE, F.S.A.A., and has been associated 
with the firm since the completion of his articles. 
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Messrs R. M. "Waren & Co, Incorporated 
Accountants, announce that as from June. 1st, 1956, 
their address will be changed from - Commerce 
House, Church Road, High Street North, Manor 
Park, London, E12, to 2A Station Road, Manor Park, 


‘London, Ex2. 


Messrs Boater, Furnt & Flurt, Incorporated 
Accountants, of 5 Regent Street, Park Row, Notting- 
ham, announce that as from May ist, 1956, they have 
taken into partnership Mr W. Nort CUTTS, A.C.A., 
A.S.A.A. The name of the firm will remain unchanged. 


Professional Notes 


Mr L. L. Orme, A.C.A., secretary of. Gartons Ltd, 
Warrington, has ‘been elected to the board of the 


‘company. He will continue to act as secretary. 


_ Mr Sidney Spears, a.c.a., Kas been appointed 
secretary of A. Peachey. & Co ‘Ltd. 
Mr. Thomas White, c.a., has been appointed to 


the board of George Outram Ltd, proprietors ‘of the 


Glasgow Herald’ and ` associated newspapers. Mr 
White was formerly general manager of the company. 


- London Chamber of Commerce 


_ Sir HAROLD GILLETT, M.C., F.C.A., 
ELECTED CHAIRMAN l 


Sir I Harold Gillett, M.C., F.C.A., senior partner in the 
firm of Dixon, Wilson, "Tubbs & Gillett, .Chartered 


Accountants, of London, and a member of the Council 
of the Institute, has been elected Chairman of the 
London Chamber of Commerce in succession to the 
late Mr Frank ‘Travers. 

Sir Harold, who is an Alderman of the City of 
London, is the first chartered accountant to hold 
the office since the inception of the London Chamber 
of Commerce in the latter part of the last century. 


The Society of Incorporated Accountants 


PusLic COMPANIES FINANCE 
At a dinner given by the Council of The Society of 
Incorporated Accountants at Incorporated Account- 
ants’ Hall last Tuesday evening, the guests’ included 
Earl Attlee and Mr Peter Thorneycroft, President of 
the Board of Trade. Sir Richard Yeabsley, Vice- 
President of the Society, was in the chair. 

In the course of a speech, Mr Thorneycroft 
referred to the study being carried out. by the 
National Institute of Economic and Social Research, 
of the finance of public companies in the United 


‘Kingdom in the years 1948-531. The results of the 


study, he said, would fill a gap in’ the available 


statistics on company finance. 
‘In view of the importance of this pioneer work. by the 
Institute being carried on beyond the year 1953, it has 
© been decided’, said Mr Thorneycroft, ‘that the Board 
are to continue the work and to publish a regular statistical 
series in the Board of Trade Journal to Serp the 
een provided by the National Institute . . . up to 
ate 


1 A ‘by-product’ of the National Institute’s inquiry, en- 
titled A Classified List of Large Companies Engaged in 
British Industry, published in April, was the subject of a 
leading article in The Accountant of April 14th,-1956. 
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- Liverpool Society ‘of Chartered Accountants - 


At a meeting of the Conimittee of ‘the-Liverpool 

‘Society of Chartered’ Accountants, held on May oth, 

the following officers - were appointed for the year 

11956-57: 

: President: Mr T. A Macfarlane, B.A., F.C.A. 
Vice-President: Mr C. C. Taylor, J.P., F.C.A. 

| Hon. Treasurer; Mr P. C. Lloyd, F.c.a.- 
Hon. Secretary: Mr J. F. Allan, F.c.a., Messrs W. E. & 

| H. R. Stacey, 10/12 James Street, Liverpool, 2. 


London and District Society 
of Chartered Accountants 


Ihe annual general meeting of the London and 
District Society of Chartered Accountants will be 
held next Thursday, at 6 p.m., in the Oak Hall of 
the Institute, Moorgate Place, London, EC2. 


D 
i 
D 


| The Institute of Book-keepers 


The fortieth annual general meeting of the Institute 
of Book-keepers was held at The Great Eastern Hotel, 
Liverpool Street, London, on Friday, May 11th. 
‘Mr Leonard Frankland, A.C.A., F.C.W.A., A.M.LLA., 
(EBL, was in the chair. 

In his speech moving the adoption of the annual 
ireport and accounts, he commented on various topics 
which he had regarded as important during his 
fourteen years’ tenure of office as chairman of the 
‘Council. References to the “humble book-keeper’, 
said Mr Frankland, were these days no longer 
valid, for the quill had been exchanged for modern 
mechanical — even electronic — devices, and the book- 
lkeeper’s role was of increasing importance in the 
wir and commercial world. 








At a meeting of the Council of the Institute, held 
ast Saturday, Mr E. K. Gross, A.C.W.A., was elected 
Chairman, and Mr R. A. Starnes, DEE F.B.I., and 
E A. Ferguson, A.A.C.C.A., F.C.C.S., F.B.I., were 
e Vice-Chairmen. 


Firm’s Centenary. . 


8 mark the centenary of the Liverpool office of 
Messrs Lithgow, Nelson & Co, Incorporated 
; Accountants, a garden party was held on May 12th 
ap ‘Sandford’, Blundellsands, Liverpool, the home of 
Mr and Mrs Bertram Nelson. Representatives of the 
‘London, Liverpool and Southport partners and staff 
| were present. 


: Official Raten Appointments 


! The Board of Trade announce that as from May 14th, 
1956, Mr W. W. Jordan has been appointed Official 
Receiver for the Bankruptcy District of the County 
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Courts of Cardiff and Barry; Blackwood, Tredegar and 
Abertillery; Newport (Mon.); Pontypridd, Yatrady- 
fodwg and Porth; and the Bankruptcy District of the 
County ‘Courts of Swansea; Aberdare; Aberystwyth; 
Bridgend; Carmarthen; Haverfordwest; Merthyr 
Tydfil; and Neath and Port. Talbot. 

. It is also announced that as from May:2and, 1956, 
the Official Receiver for the Bankruptcy District of ` 
the County Courts of Brighton, Eastbourne, Hastings 
and Tunbridge Wells will be Mr T. H. Parker. 


Appointment to Office of Inspector-General in 
Bankruptcy 

Mr E. C. Sherwood has been appointed Chief Clerk 

attached to the office of the Inspector-General in 

Bankruptcy (London) with effect from June rst, 1956. 


A Correction 


In our first leading article last week, we remarked, while 
commenting on the Institute’s examination results for 1955, 
that of the candidates who sat the Intermediate examination 
during the year, 1,230, or nearly 49 per cent passed. The 
number of passes was, in fact, 1,173, the figure we quoted 
being the number of failures. The percentage pass was, as 
stated, nearly 49. 


Our Weekly Problem 


No. 119: CONVERSATION PEACE 


Mr L. U. Sidate had an open invitation to Charles to 
lunch with him on Thursdays, but if Charles was 
away, which he was on an average one week in three, 
to his other articled clerk, Roger. Charles and Roger 
decided that neither would accept the invitation two 
weeks running. 

How often does Mr Stdate lunch alone on Thursdays? 


The answer will be published next week. 
Answer To No. 118: New Loox 
There were 50 N/S balance-sheets D 
: Cé IP 59 E/W IT TT ' 
of which 5 used E/W profit and loss accounts. 
£0 45 33 33 LI +) 
There were 85 BAW profit and loss accounts 
15 
s used E Ai balance-sheets | 


80 


of which 
so Io vw NS 4 oo 
is thus: 
D balance-sheets E/W profit and loss accounta E 
: E/W ` 95 »3 ja UU : P 45 
N/S ” LE E ` An 9 LO 


There were, therefore, 40 using the north-south arrange- 
ment for both balance-sheet and profit and loss account, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


_ Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, . Etc. 


SEVENTY -FIVE YEARS AGO 
From Whe Accountant or May zer, 1881 

Extract from a leading article entitled ` 

- BYE-LAWS OF THE CHARTERED INSTITUTE 

We announced some weeks ago. that draft bye-laws 
of the Institute of Chartered Accountants had been 
submitted to members for their consideration in 
' accordance with the twenty-fourth section of the 
Charter. The circulation of the draft naturally pro- 
duced a very large crop of suggestions, which have 
since undergone discussion by the Council. We 
understand that this has resulted in some suggested 
alterations and additions in regard to matters which 
were commented upon in this journal at the time when 
the- draft was issued. The revised draft, when 
finally settled, will be submitted to members, with 
the view to its adoption, at a general meeting of the 
Institute, in accordance with the terms of the Charter. 
It will be remembered that complaint was made in 
these columns as to the limitation laid down by the 
ES draft bye-law, which declared that “no 
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member shall havol in his service ‘at the same period 
more: than two articled clerks.” This provision it is 
intended to supplement by one providing that in case 
of the decease of a partner his 
clerks may be transferred to a surviving partner for _ 
the residue of the term of articles, In the event of the 
exclusion or suspension of a member, the Council 
propose to arm themselves with more extended 
ers in E direction of that fact known. 
e ninety-second bye-law, as originally drafted, 
declared that, “In the event of the SE or 
suspension of any member, the Council shall be at 
liberty to inform all the memibers of the fact of such 
exclusion or suspension having taken place.” It is now 
proposed that the Council shall have power to adver- 
tise the fact with the name and address of the excluded 
or suspended member, m such newspapers as may 
seem desirable. Assuming that the main object 
should be to protect the Ben the end would 
scarcely have been obtain limiting the announce- 
ment to members, as originally proposes 


AN ACCOUNTANT’S CROSSWORD 


Compiled by Kenneth Trickett, A.S.A.A. 





ACROSS 
I. Sapient by SE (5). 
a P as security (8 
. A constraint becomes a negotiation u r). 
a Front vehicle (3). 


11. Itelian unit of money (4). 

12. This policy sounds convincing o.. 

15. Invalidation (9). 

17. Become void (5). 

20. Publish (5). 

22. Means of communication (9). 

24. He follows alternatively after prosperity (9). 
a7. Partner with 3 (4). 

29. With nothing we are in debt (3 d 


30. A change of rents free as recipients (11). 
31. i of Lady Zia’s businesses (see ‘She key v. Wernher) 
two 


words, 4, 4). 
32. Surfaces of a sheet (5). 


i i DOWN 
1. Decision by a majority (4). ` 
2. Without a dissentient (9). 

3. Partner — a7 (7). 

5. Swear-words heard in the solicitor’s office (5). 

6. Not particular (7) 

7. Granted or mae (5). 

8.. Formerly part of a concession (4). 

13. A short time to read letters (5). 

14. Back at eleven (4). 

16. Memoranda (s). 

18. Look for printers’ errors (9). 

19. Today’s date (4). 

21. Selected by 1 down (7). . 

23. They take things as security — new peas,’ perhaps (7). 
24. Such cash is paid at 8 (4). 

25. Defraud (5). 

26. Proprietor (5). 

28. Requests (4). 


The solution will be published next week. 


MO TOR —— FIR E ——CONSEQUENTIAL LOSS 


MOTOR UNIO 





INSURANCE 


| S 


COMPANY 
10 ST JAMES’S STREET, LONDON, SW1 


articled clerk-or ` 
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ELECTRONICS 
IN THE OFFICE 


HE recent report of the Department of Scientific and 
Industrial Research, discussed in a leading article in our 
last issue, makes it clear that automation, if responsibly 
developed, will come, like the pen nibs in the advertisement, as a 
boon and a blessing to men. To the practising accountant, it offers 


both an opportunity and a challenge the equal of which has prob- 


ably never been experienced in the history of the profession. The 
prospect of full automation in industry, that is, with the processes 
of production, control and recording completely mechanized, in 
no way alters his objective in conducting an audit, but it will 
render archaic his methods of verification. His whole concept of 
procedures will have to be reconsidered and, from time to time, - 


revised as manufacturing and recording processes become pros e 


gressively more mechanized. The great advantage which he will 
derive from automation is that the fatigue of routine checking, 
which has broken the spirit of many would-be accountants, should 
be largely eliminated, leaving him, in consequence, more time to 
cultivate the philosophic side of his profession. 

The question of how best he may familiarize himself with the 
practice and possibilities of automation has to be answered by each 
accountant for himself, but we would suggest that there are three 
main stages in his approach. The first is that he must have a 


general appreciation of automatic processes and of the effect 


which they are likely to have on production. Secondly, he must 
understand the planning and control problems which management 
will have to resolvé as mechanization develops. Having mastered 
these, he must finally set his own office in order, as it were, by 
devising techniques and procedures adequate for the audit of a 
fully mechanized organization. 

The instrument of automation which will most concern the 
accountant is, of course, the electronic computer. In this issue, we 
print a glossary of the terms which this machine has so far inspired 
and, also, the first part of a lecture, given last month at Bristol by 
Proressor ‘T'Homas M. HILL, of America, on its business applica- 
tions. PROFESSOR HILL traces the evolution of the electronic era, 
describes the modern computer in action and suggests that its 
widespread use would entail radical changes to existing accounting 
notions. He stresses, as does the D.S.1.R. report, that if this country ` 
is to hold her own in competitive world markets, she must develop 
the most modern techniques of production. It would seem, 
therefore, that if automation is the key to our industrial prosperity, 
every accountant owes it to himself and to his profession to master 
its mysteries. 
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LAUSE 11 of the Bill, the rubric to which 

is ‘Relief from tax on delayed remittances 

of overseas income’, was foreshadowed. by 
Mr Bouter, the former Chancellor, in answer 
to a question in the House of Commons on 
November 3rd, 1954, and reported in our issue of 
November 13th, 1954. He referred to the hard- 
ship arising in the case of former German public 
servants living in this country who received an 
increase of pension retrospectively from April 
Ist, 1951, and had to pay tax on the full amount 
remitted in one year. Mr BUTLER promised 
legislation to adjust the tax liability ‘in my next 
Finance Bill’; in the meantime the Inland 
Revenue would claim payment of tax only on 
the basis of the prospective reduced liability. 
As now drafted, clause 11 goes further than 
merely giving reltef in the case of a retrospective 
increase in foreign pension. Broadly speaking, 
whenever income assessable on the remittance 
basis accumulates abroad owing to the taxpayer’s 
bona fide inability to transfer it to the United 
Kingdom — either because of Government. re- 
strictions or the impossibility of obtaining foreign 
currency in the territory concerned — the accumu- 
lations can be spread back for tax purposes 
when they are received. In the case of a retros- 
pective pension it will not be necessary to show 
restrictions on transfer where the arrears are 
remitted as soon as they are granted. 

Clafise 12 suspends the investment allowances 
on expenditure incurred after February 17th, 
1956. There is an exception in favour of ex- 
penditure on the provision of ships, and a 
further exception in favour of expenditure on 
industrial buildings or plant in so far as it 
consists of 

(a) expenditure incurred in adding insulation, 

against loss of heat, to a structure or plant in the 
‘United Kingdom which is or Sg been already 
in use; or 

(b) expenditure incurred on SS by way of 

modification or replacement of plant in the 
United Kingdom which is or has been already in 
use, plant of any description prescribed for this 
se in the interests of fuel economy. 
Clause 12 (4) provides that the prescribed fuel 
economy plants will be laid down by Treasury 
order. This provision of tax relief, in respect of 
expenditure on specific kinds of plant, to some 


extent implements the recommendations of the 
first Tucker Committee on the matter. 

Also excepted from suspension are investment 
allowances in respect of scientific research 
expenditure. The exception is not specifically 
mentioned in the clause since the wording- 
imposing the suspension is not apt to cover 
scientific research expenditure. 

The restrictions on investment allowance are 
to have effect for 1955-56 as well as subsequent 
years, although, of course, they will not affect an 
assessment for 1955-56, except where the com- 
mencing or cessation provisions apply. The 
restrictions also apply to all profits tax accounting 
periods ending after February 17th, 1956, not- 
withstanding that they may end before the Finanee 
Act, 1956, comes into force. 

The decision to allow industrial buildings 
allowances on expenditure on preparing, cutting, 
tunnelling or levelling land in the course of 
constructing the industrial building is imple- 
mented by clause 13. It applies for 1956-57 and 
subsequent years, but it is not confined to 
expenditure incurred after the commencement 
of that year. However, in the case of industrial 
buildings first used before April 6th, 1956, the 
expenditure in question will be treated for the 
purposes of capital allowances and charges 
(other than investment or initial allowances) as 
though it were incurred on that date. The clause 
provides for the apportionment of sale moneys 
and the like when the building is disposed of. 

Clause 14 provides a code of capital allowances 
for expenditure on dredging and covers nearly 
three pages. 

Clause 15, which corrects an anomaly where 
income is liable to both income tax and estate 
duty, was described in the first of this series of 
articles; we have also dealt with clauses 16 and 17 
which provide respectively for power to obtain 
information as to fees, commissions and the like, 
and for power to assess certain trades, professions 
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and vocations in stated income tax divisions. In ` 


the debate on the second reading of the Bull the 
FINANCIAL SECRETARY TO THE ‘TREASURY said 
that the intention behind-the two clauses was to 
tighten up the assessment of entertainers. 
Curiously enough, the taxing of entertainers was 


also the subject of a Parliamentary answer on 
November 4th, 1954. It appears that clause 17 
will be applied mainly to those entertainers who 
work in London. 

Clauses 18 and ro, providing the new relief in 
respect of premiums for deferred annuity con- 
tracts, cover more than six pages. The contract 
imust be approved by the Inland Revenue as 
having for its main object the provision for the 
individual of a life annuity in old age. They are 
iprohibited from approving the contract if it is not 
made with a person carrying on a life annuity 
business i in the United Kingdom, or if it provides 
for any one of the following things: 

(a) payment by that person during the life of the 
individual of any sum except an annuity to the 
individual himself; 

(b) commencement of the annuity before the 
individual is sixty or after he is seventy; or its 
commutation, surrender or assignment; 

(c) payment of any other sums, except an annuity 
to the individual’s widow or widower or, 
alternatively, return of premiums with reason- 
able interest and with-profits bonus; 

(d) a greater annuity to the widow or widower than 
that payable to the individual; 

(e) an annuity other than for the life of the 
annuitant. 

After this forbidding list, clause 18 goes on to 
provide for some relaxation. The Inland Revenue 
may, if they think fit and subject to any conditions 
they think proper to impose, approve a contract 
notwithstanding that it provides for 

(a) payment after the individual’s death of an 
annuity to a dependant who is not the widow or 
widower; 

(6) commencement of the annuity before he is 
sixty on retirement through incapacity; 

(c) commencement before he is sixty, if the 
customary retirement age is below sixty (with 
a minimum age of fifty); 

(d) an annuity to the individual for a term certain 
(not exceeding five years) notwithstanding his 
death in that period; or termination of an 
annuity on marriage or in other circumstances. 

In these circumstances it is obviously going to be 
some time before any definite answer can be 
given to the question how far one may safely go 
in drawing up an annuity contract which 1s 
intended to bring the maximum advantage, or 
indeed, any advantage at all. 

' Although in general the contract must be made 
with a person carrying on a business of granting 
life annuities, clause 18 (4) provides a very useful 
alternative. Under it, similar relief can be obtained 
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in respect of contributions under a pension 
scheme which is established 

R under United Kingdom law; 

' (b) for the benefit of individuals connected with a 
particular occupation or group of occupations; 

(c) under irrevocable trusts by a body representing 

a substantial proportion of the individuals 

engaged i in the United Kingdom in the occupa- 

tions in question. i 
The investment income of such a scheme will be 
exempt, like the income of approved superannua- 
tion funds. This exemption is matched by the 
exemption granted by clause 20 (which covers 
three pages) in favour of the investment incomé 
of such part of a life office’s annuity fund as 
relates to pension annuity business. 

Clause 21 contains consequential provisions in 
relation to the ‘dividend stripping’ legislation in 
the Finance (No. 2) Act, 1955. Clause 22, which 
also covers nearly three pages, contains the 
provisions which exempt from tax the capital 


element in a life annuity which has been pure-~ 


chased. The exemption does not apply to an 
annuity payable in respect of premiums which 
qualified for relief or to an annuity payable under 
a will or settlement. 

"Clause 23 deals with the procedure for obtain- 
ing relief in respect of premiums for deferred 
annuities under clause 19, and in respect of 
purchased annuities. The Inspector receives the 
claim and determines the relief, subject to appeal 
to the Commissioners. The clause also gives 
power to the Inland Revenue to make — 
as to procedure. 

‘Clause 24 gives effect to the proposal to increase 
the full rate of profits tax to 30 per cent as from 
the end of March 1956, with an increase from 
25 to 27 per cent in the rate of non-distribution 
relief. The clause is accompanied by the usual 
crop of consequential provisions. Sub-clause (2) 
deals with the rate of distribution charge, while 
the remaining provisions are in the Third 
Schedule. As regards certain matters, notably the 
adjustments consequent on the repayment of loans 
to director-controlled companies, an attempt has 
been made to legislate not only for the present 
increase in rates, but also for future changes. 
From this it may be surmised that the fiat rate 
profits tax recommended by the Royal Commis- 
sion is not in the Government’s contemplation. 

We hope to deal further with the new legis- 
lation when the Bill becomes law. (Concluded.) 
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THE PUBLIC TRUSTEE 


|- March 1954 the then Lord Chancellor 


set up a committee with the following terms 
of reference: l 
“To consider the work of the Public Trustee and 
to advise whether any changes should be made in 
his functions or methods of business, in the 
organization of his office or in the financial con- 
~ ditions under which he operates.’ 
After holding eighteen meetings the committee 
has published its very interesting report. 

The English law of trusts is'a very valuable 
part of our property law but the difficulty in 
many cases of finding suitable trustees, and the 
relatively few but notorious cases of defalcations 
by private trustees, prompted a movement as 
long ago as the ’eighties of last century to obtain 
the setting up of a public trustee. It was not until 


„J906; however, (hät the necessary Act was passed. 


The Public Trustee office was opened on 
January ist, 1908, and has been functioning ever 
since, to the complete satisfaction of a large 
number of trust beneficiaries. As the report says, 
this office had a clear field in the early years. 
Many banks and insurance companies took up 
trustee work but they were seriously handicapped 
by the fact that grants of probate could not be 
issued to them as corporations but had to be 
taken out by a syndic on their behalf. This 
drawback was removed in 1920. Since then there 
has been a much more rapid growth in the work 
done by these companies. 

The advantages which the companies enjoy 
over the Public Trustee in the attraction of 
business is that they usually have numerous 
branch offices to which, particularly in the case 
of banks, the average man pays frequent visits 
and where he sees advertisements that trust 
business is transacted. Another disadvantage 
suffered by the Public Trustee is that he is not 
entitled to reject a trust on the ground of the 
smallness in the value of the property, but must 
accept trusts which are uneconomic. 

Nevertheless, the Public Trustee is at present 
the trustee of no less than 17,732 trusts of an 
estimated total value of {265 million. He has 
established with the public and the legal pro- 
fession a substantial body of goodwill by the 


1 Cmd. 9755. H.M.S.O. 15 3d net. 


quality of the services which he has rendered. 
This, says the report, is showg by the readiness 
with which succeeding generations of bene- 
ficiaries and solicitors have made use of his 
services when once a family or a business 
connection has been established. The committee 
report the Council of the Law Society as saying 
that the existence of the Public Trustee operates 
as a salutary check upon the commercial corpor- 
ate trustee companies and is especially useful in 
cases of a troublesome nature. Moreover, the 
Public Trustee is not out to force his services 
upon the public and has always been prepared to 
discuss his cases in a friendly and co-operative 


‘spirit with solicitors acting for the trust. 
The committee express the view that the ` 


demand for the Public Trustee’s services will 


continue, and would increase if they were more . 


widely known. It has to be borne in mind that 
the Public Trustee Act, 1906, makes the con- 
solidated fund liable to make good all sums 
required to discharge the Public T'rustee’s 
liabilities for branches of trust — a backing which 
no other trustee, however opulent, could equal. 

With a view to making the Public Trustee 
office better known, self-supporting, and more 
attractive to potential clients, the committee 
made a number of recommendations. On the 
side of economy, the branch office in Manchester 
would be closed, the property advisers section of 
the London office would be discontinued, and the 
audit carried out by the Comptroller and 
Auditor-General would be cut down. 

With regard to fees, the withdrawal fee would 
be discontinued, the acceptance fee would re- 
main as at present but the only other fee would 
be a management fee at such an annual rate 


(not exceeding er per {100 of capital value of the. 


trust property) as the Public Trustee should 
decide at the beginning of each financial year as 
being sufficient to cover the estimated expenses of 
that year. The fees would be charged on capital. 
At the same time the committee recommended a 
State subsidy in respect of small estates. 

The Government agrees with most of the 
recommendations except the State subsidy. The 
necessary legislation to change the method of 
charging fees will be introduced in due course. 


D 
Sanne, ` 
Eugen es 
— he $ ter 
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CONTROLLED COMPANY SHARES 


VALUATION FOR ESTATE DUTY 
by LAURENCE WEBLEY, LL.B. 


N Sanderson and Others v. Commissioners of 
IES Revenue reported in a Weekly Note in 

The Accountant of December 24th, 1955, the 
House of Lords finally rejected an attempt to 
circumvent Section 55 of the Finance Act, 1940, 
which decrees that controlled company shares 
shall be valued for estate duty by reference to 
the company’s assets and not at the open market 
price. Sanderson and others were settlement 
trustees and personal representatives. The shares 
in question were held in a private company, 
Thomas Hamling & Co Ltd, by one Harold 
Hall and were settled by him, in 1942, for the 
benefit of his children. Mr Hall died in 1943 and 
estate duty became payable on the shares. under 
Section 2 (1) (c) of the Finance Act, 1894. 

Their Lordships said that the question was 
should these shares be valued for duty under 
Section 7 (5) of the Finance Act, 1894: 

“The principal value ... shall be estimated to be 
the price which in the opinion of the Commissioners, 
such property would fetch if sold in the open market 
at the time of the death of the deceased, . . .’ 
or under Section 55 (1) of the Finance Act, 1940: 
‘the principal value . . . shall be estimated by refer- 
ence to the net value of the assets of the company...’. 
The company was admittedly a controlled com- 
pany for the purposes of Section 55, i.e. under 
the control of not more than five persons if the 
surtax rules were applied; and the conditions as 
to the deceased’s relationship to the company 
laid down in Section 55 were also satisfied. 

‘Their Lordships observed that it appeared that 
a valuation under Section 55, as opposed to one 
under Section 7 (5), would greatly increase the 
duty payable. The trustees claimed that Section 
55 was no mere valuation section. Its effect was 
to impose a supercharge of estate duty and this 
would be so in every case to which it applied. 
They therefore relied on a literal construction of 
the opening words of the section: 

“Where for the purposes of estate duty there pass, 
on the death of a person dying after the commence- 
ment of this Act, shares in . . . a company to which 
this section applies . . .’, 
and contended that Mr Hall’s shares did not 
‘pass’ on his death in the ordinary sense. While, 
by virtue of Section 2 of the Finance Act, 1894, 
property under certain conditions could be 


‘deemed to pass’, Section 55 only applied to an 
‘actual’ and not a ‘notional’ passing as it was 
not a mere valuation section but imposed an 
additional duty. The trustees referred to the case 
of Attorney-General v. Milnet in which the House 
of Lords had decided that under Section 5 (1) 
of the 1894 Act, for the purposes of settlement 
estate duty, the word ‘passes’ did not extend to 
property settled by the deceased during his life. 

Their Lordships said Section 55 laid down that 
certain property in respect whereof estate duty 
was payable under the existing law, should be 
valued in a particular way and it did not bring 
any new species of property within the charge 
of estate duty. For this reason, the case of 
Attorney-General v. Milne was of no assistance to 
the trustees. Moreover, Section 55 was to zs 
‘construed as one’ with Section 7 of the Act of 
1894. It was, in substance, merely a ‘rider’ or 
proviso to the general rule laid down in Sec- 
tion 7 (5) as to the manner in which the value 
-of ‘property’ was to be estimated. 

The words ‘for the purposes of estate duty’ 
made it clear that the section applied equally to 
property which. ‘passes on the death’ within 
Section 1 of the Finance Act, 1894, and to 
property which was ‘deemed’, by Section 2 of 
the same Act, to be ‘included’ in property passing 
on the death. It was not disputed that-the pro- 
visions of Section 7 (5) which prescribed the 
method of estimating the value of property 
applied to property that was ‘deemed’ to pass by 
virtue of Section 2 (1) (c) of the Act of 1894. If 
that was so, Section 55 of the 1940 Act merely 
substituted another method of estimating value 
for the purposes of estate duty if certain pre- 
scribed conditions were satisfied. 

Accordingly, their Lordships unanimously 
declared that the shares must be valued under 
Section 55 by reference to the company’s assets. 

It would appear that once the view was taken 
that Section 55 dealt only with valuation, there 
was no possibility of escape from this decision. 
Its practical consequences and the effect of the 
section may, however, be gauged from the fact 
that in this instance the value per share for duty 
purposes was raised from £22 10s od to 
Loo 10s od. 


1Trg14] A.C. 765; 30 T.L.R. 476. 
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Why Computers ? 

ROFESSOR SOLOMONS, in inviting me here 
P= talk to you, kindly offered me my choice of 

subject-matter under the general heading of 
‘Recent accounting developments in the United 
States’. Being considerably flattered by the invitation, 
I accepted immediately and cast about for an appro- 
priate theme. The electronic 
computer appeared eminently 
suitable for several reasons. 

First, as I hope to demon- 
strate, the computer is highly 
pertinent to the accounting func- 
tion. 

Second, computer applica- 

tions to accounting’ are recent, 
although admittedly just barely 
so, being for the most part still 
in the future. | 

Third, there is some reason to 
believe that the United States is 
slightly ahead of England in the 
development of electronic data 
processing equipment for ac- 
counting-type uses. 

Had I been unable to muster 
these reasons, I should have 
managed some others; for the 
subject is of extreme interest to 
me. I quite honestly believe that 
the electronic computer is much 
more than just another bit of the 
gadgetry so dear to us Americans. 
I am firmly convinced that this 
device is destined to effect radical changes in the 
existing patterns of commercial and industrial 
practice, and that from this standpoint it may well 
rank among twentieth-century technological achieve- 
ments on a par with devices for the release of nuclear 
energy. 

Since I am addressing a British audience, I should 
perhaps here add a footnote to the effect that both 
nuclear fission and electronics had their origins very 
largely in the laboratories of Cambridge University. 
The former in the work of Sir Ernest Rutherford 
some twenty-five years ago; the latter in John 
Fleming’s discovery of the principle of the thermionic 
valve in 1904. Comparing these times from bare 
. beginnings to full-blown applications with the 


A lecture delivered at the University of Bristol on April 30th. 
Professor David Solomons, B.COM., A.C.A., was in the chair. 
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several centuries required for the steam engine 
reveals the meaning — and perhaps, too, the warning — 
embodied in the concept of ‘technological accelera- 
tion’. 
The Background 

I originally suggested to Professor Solomons that 
it might be of interest to review current developments 
in the United States as pertained 
to business applications of com- 
puters. In attempting to do 
this, however, it soon became 
apparent that I was producing 
nothing more than a mass of 
exceedingly dull statistics. It 
appeared, in fact, that the real 
significance of the computer 
emerged only when the device 
was reviewed against the histori- 
cal background of industrial 
mechanization. 

The first machine revolution, 
introducing the inclined plane, 
lever, and wheel, probably ended 
about 3,000 B.C. It was successful 
in increasing human produc- 
tivity sufficiently to permit of a 
leisured class, as in the Greek 
democracies, supported on a 
base of slavery. The second 
revolution, extending over 
roughly the eighteenth and nine- 
teenth centuries, accomplished 
the general abolition of slavery 
(within the memory of living 
man in my own country), but gave rise to social and 
economic maladjustments that continue to plague us 
still. 

The outstanding characteristics of these waves of 
mechanization was that the machines which came 
into being were almost entirely designed to replace 
human muscles. They were, consequently, largely 
mechanical contrivances, and frequently mimicked 
natural human motions. Until the advent of this 
century, the mechanical engineer was clearly ‘top 
dog’ in industry. 

Some time before the turn of the century, muscular 
power ceased to be the limiting factor on productivity 
and was replaced by deficiencies in human reaction 
times and dexterity. The mechanical engineer 
tackled these problems by devising more complicated 
mechanisms ~ some of our packaging equipment, for 
example, is marvellously ingenious-and more 
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recently by turning his attention to materials 
handling. 

But of greater import was ‘scientific manage- 
ment’, essentially the adjustment of man to the 
machine. Time and motion study, the production 


‘line with its minufe subdivision of labour, incentive 


pay schemes as a substitute for the older motivations 
of craftsmanship, these have gone far toward over- 
coming man’s inability to keep pace with machinery. 
But there have unquestionably been some socially 
undesirable consequences. 

With increased productivity has come also a very 
considerable degradation of labour, one result of 
which is the ‘welfare state’. A vast amount of mana- 
gerial effort is now expended, not always successfully, 
in personnel work intended to convince labourers 
that they are craftsmen and to make economic 
dependants feel like entrepreneurs. We have, more- 
over, induced tremendous inflexibility into our 
industrial processes. High per capita productivity has 
become synonymous with mass production, and 
mass production is not amenable to variation in 
individual tastes. It is cheaper to create consumer 
preferences by advertising than to change models. 

This brings us to our own time. The current 
limitations appear to be motivation and planni 
ability. The worker is not particularly keen on his 
job, nor does he greatly fear the consequences of 
losing it. The operating manager, is, by the very 
scale of mass production industry, divorced from 
profit incentive and may be dominated by a desire 
for job security. The increased complexity of business 

and control is rather dramatically demon- 
strated by the fact that clerical workers constituted 
about 7 per cent of the United States labour force in 
1goo and last year, 1955, approximately 21 per cent. 
It was in fact beginning to appear that such was the 
inertia of industry and the deficiency of our ability 
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to plan and communicate that we were doomed to 
delayed over-adjustments to change, with consequent 
violent oscillations in business activity. (Whether or 
not Mr Keynes has provided the all-time answer to 
this problem remains uncertain). 


The Electronic Era 

It was into this setting that Mr Fleming introduced 
the thermionic valve. Its importance to industry 
stemmed from its capacity for translating, through 
machine power controls, the minute reactions of 
highly sensitive measuring devices into automatic 
corrective actions. The result, achieved through co- 
operation between electrical and mechanical engineers, 
was rapid progress in electrical instrumentation and 
the development of servo-mechanisms for auto- 
matic machine control. A good example of the end 
product is the automatic screw machine, combining 
as it does the force requisite to cutting metal, the 
dexterity needed in working to fine tolerances, and 
the control necessary to measure and react to the 
results of its own work. 

Despite the fact that automatic machine controls 
had initially appeared at least as far back, as James 
Watt's flyball governor, the thetmionic valve can 
fairly said to mark the real beginning of what is now 
called ‘automation’. And it is my opinion that 
automation represents ‘recapture of man’s control 
over the machine. This is what I find particularly 
exciting about the E effects of the electronic 
‘era. 

The computer is an even more recent development, 
the first modern digital machines having been 
constructed during the Second World War for 
military use. The first of these were electro-mechani- 
cal devices and, being dependent on the movement 
of mechanical parts, functioned at a speed of only 
one arithmetic operation per second — only ten times 
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faster than an ordinary desk calculator. The first 
all-electronic machine had 20,000 valves and, in 
theory, should not have worked at all. At that point, 
the time required to locate and replace a defective 
valve was just about equal to the estimated interval 
between valve failures. Nevertheless, it did work, and 
worked better and better as time went on, because it 
turned out that those valves which did not fail early 
lasted a long time. l 

For what happened from then on, I offer the 
following quotation from a talk by Jay W. Forrester, 
one of our foremost experts in the field, to a con- 
ference of the American Management Association: 


‘By the end of the Second World War, develop- 
ment of radar and other military electronic equip- 
ment brought vacuum tubes and their circuits to a 
point where their use in computing machines was 
feasible. The next five years was a hectic period 
marked by great optimism and gross under- 
estimation of the time and cost required for 
development of the new machines. 

‘During that period, many small companies were 
formed to construct digital computing equipment. 
Most of them had too little capital to complete 
their programmes and, in the early 19508, a sweeping 
sequence of mergtrs took place. The small com- 
panies became the electronic subsidiaries of larger 
corporations in the office equipment business. 

‘Although financial success during the early 
period was elusive and disappointing, computer 
progress was truly remarkable. The performance of 
electronic data-handling machines improved by a 
factor of almost ten each year. Over the period from 
1945 to 1955, the speed of machines has increased 
by a factor of 100,000. The high-speed ‘internal 
storage capacity has gone up by a factor of 100 or 
more and the reliability has improved by at least 
a factor of roo with little increase in machine 
complexity.” 


Mr Forrester’s figures are shown in Exhibit 1 
on the previous page. 


You wll observe that the scales in this diagram are 


logarithmic. Looking first at the horizontal axis, we 
note that manual computation (here meaning a 
skilled operator equipped with a desk calculator) 
permits of about one arithmetic operation every 
ten seconds; whereas electronic computers are now 


running well in excess of 100,000 operations DÉI 


second, or one million in the time required by man 
plus calculator for one. Assuming a forty-four-hour 
week and a fifty-week year, this means that the 
computer can do one man-year of this kind of work in 
about eight seconds. The cost effect is shown on the 
vertical scale. (My apologies for the use of dollars 
instead of pounds.) 


Technical Considerations 


Despite its newness, so much has been written about 
the computer in the way of non-technical explanation 


1 Forrester, J. W., ‘Computer applications to management’; 
an address to the Top Management Conference of the 
American Management Association, May 23rd—a5th, 1955, 
Hotel Roosevelt, New York. 
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for the layman that it is difficult to judge how much 
definition is needed to establish rapport with an 
audience of this kind. Whatever one says is likely to 
be wrong -too much for some and too little for 
others. However, decision being inevitable, I have 
elected to pursue a middle course, and will review 
briefly those technical considerafions which deter- 
mine the major economic characteristics of the 
equipment. 

First, I am concerned with the general purpose 
digital computer. By this, I mean a machine that 
works directly with numbers, and is, therefore, 
adapted to any type of problem susceptible to 
arithmetic solution by a human being working with 
pencil and paper. Being capable of determining 
which of two numbers is the larger, given information 
in numerical code, it can sort randomly-arranged data 
into any logical sequence. Being capable of determin- 
ing when two numbers are identical, it can collate 
(i.e. match) two or more sets of data. Being capable 
of addition and subtraction, it can perform any 
arithmetic manipulation desired. This, you will note, 
covers all the kinds of activities required of a book- 
keeper. 

Second, I am concerned with electronic devices, 
those which function by means of electrical impulses 
rather than by the mechanical motion of wheels and 
cams. As you perhaps know, Charles Babbage 
(another Englishman and a professor of mathematics 
at Cambridge) designed and partially built, between 
1822 and his death in 1871, a mechanical ‘analytical 
machine’ (as he called it), which incorporated 
essentially all of the elements embodied in the modern 
general purpose electronic computer. It would have 
been, however, not only an extremely complicated 
device, but by comparison an extremely slow one. 
Electrons move at speeds tremendously in excess of 
those obtainable by any mechanical means. For the 
meaning of ‘speed’ in this connection, I refer you 
again to Exhibit r. 

Exhibit 2 is a diagrammatic representation of the 
kind of machine we are talking about. It is worthy of 
emphasis that with little or no modification this ` 
figure could serve as a description of any form of 
information processing system, including the con- 
ventional accounting system. The machine is thus 
fully analogous to an office organization, and might 
in fact replace one. 


EXHIBIT 2 
COMPONENTS OF THE GENERAL PURPOSE COMPUTER 






OUTPUT 
















t mechanism where- 
to the equipment; 
storage, here called 
guish it from storage 
er and hence less readily 
arithmetic unit, roughly equiva- 
e desk calculator; fourth, an output 
hanism whereby information is released from the 
nachine; and, fifth, a control unit capable of following 
2 series of instructions relative to the receipt, 
storage, arithmetic manipulation, and delivery of 
information. This latter is the substitute for the 
uman operator, the internal memory carrying the 
instructions and other frequently needed data other- 


wise stored in his brain. Hence the popular reference 


o “electronic brains’. 

The control unit is the unique feature that intro- 
duces automation into data processing, since it is 
‘his that permits the machine to go through a series 
>f separate actions without human intervention. 
Preparing instructions for the control unit is called 
programming’, and is the particular skill needed for 
ne to achieve operational mastery of the computer. 
Technical competence in electronics is no more 
essential for this purpose than is a knowledge of 
1utomotive engineering for driving a car. Efficient 
srogramming involves preparing accurate instructions 
with utmost brevity, the prime objective being to 
conserve the limited, and hence precious, memory 
capacity. It having been demonstrated possible to 
ist the required actions and let the computer work 
jut the optimal instruction sequence, programming 
3 now well on the way to becoming a semi-skilled 
xccupation. 

Computer capacity may. be described as a joint 
unction of programme complexity and speed. 
[nternal storage capacity and speed of access thereto 
ire the prime determinants. For high speed proces- 
sing, the memory must be sufficient to hold all the 


instructions required, plus any operational data to, 


2e used repetitively, plus any interim calculation 


results. Think of this in terms of payroll preparation 


in the British coal industry. 
Now let me call your attention briefly to Exhibits 3 ~ 
and 4. 
EXHIBIT 3 
INPUT, OUTPUT AND STORAGE MEDIA 
Cost Capacity (1,000 
(msec.Jchorocter) {$ per 1,000 choractarsjcu. ft) 
Medium Input Output characters) Notes 
nchod cards .. 20 8 Zb , O16 ., 80 j 
Dper tape .. 20 , 70 006 3,000 , 2 
5 mm, film , GIF D 004 . 546000 .. 3 
Magnetic tapa .. D ,, œl -002 67,000 4 
Notes: 


lL. Principle advantage Iles In Joint use with existing punched-card 
equipment, 


2. Normally used for input only. 


3. Refers to coded data only. Film processing time must be added to out- 
put time shown. May also be used in conjunction with modified cathode 
ray tube to obrain visible outputs at the rate of approximately 5,000 
characters, on two typewritten pages, r second. In this latter use will 
srohably ultimately be replaced by the lower cost xerographic process. 


4, Cost figures shown not fully comparable with others because tape can 
36 erased and re-used an indefinita number of times. Preferred medium at 
present. ` - 


pan 
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EXHIBIT 4 
MEMORY DEVICES 


(1,000 
Time* characters} 
Device Un msec.) cu. ft) Comment 
Magnetic drum 170 .. 23 Listed here because used as 
memory davice for some 
machines, otherwise for 
external storage. 
Magnetic dises .. —-  .. 6| Ares time varies with 
` number of discs — some- 
what slower than for 
equivalence amount of dara 
on drums. 
Mercury on nickel delay Une O2 .. 3 
Electrostatic tube .. OO] .. Dä" 
Magnetic cora $ . OO! .. I5 Still in developmental stage. 


*Access time for eh aie device varies inversely with storege capacity. 
Times ghen are typ of existing machines, ‘ 


These show certain attributes of various input, 
output, and storage media in common use: speeds in 
thousandths of seconds, costs (again in dollars) per 
thousand characters (meaning digit, letter, or other 
symbol), and storage capacity in thousands of 
characters per cubic foot. The figures given, 
although approximations and perhaps now outdated, 
are satisfactory for purposes of cgmparison. I do not 
eo to discuss these exhibits in detail, but woule» 
ike to point out a few things worthy of special 
attention. 

Note first that every one of the input-output media 
listed in Exhibit 3 is of a form unintelligible, or 
practically so, to the human ~ holes in paper or 
microscopic spots on film or tape. The times shown 
are, therefore, those required for reading or writing ` 
by the machine, and pertinent only so long as the 
data may be kept in these forms for machine use only. 

New data must, of course, be translated into these 


. codes, at least in part by human beings working at 


human speeds. New input may, therefore, be 
relatively very slow and very expensive. On the output 
end, any information for human consumption must 
likewise be translated, in this case by machifie, into 


visible form. This is less of a ‘bottleneck’ than input. 


A variety of high-speed printers are now in process of 
development. One example, a modified cathode ray 
tube, known as the ‘characton’, can print about 
5,000 characters (i.e. two typewritten pages) per 
second, a rate roughly half that at which output can 
be transferred to magnetic tape. 

The items listed in Exhibit 3 are appropriate only 
for external storage because they do not permit of 
what is called ‘random access’. To find a given bit of 
information, the machine must scan the storage 
until that bit is encountered. These forms are 
obviously not well suited to repetitive examination, 
and are therefore employed for information to be 
used in its entirety and in the order found. The. 
devices listed in Exhibit 4 afford sufficiently more 
rapid access that, for all practical purposes, it may be 
described as ‘random’. The ‘average access time’ 
shown Ia approximately half that required to scan the 
entire storage. This on the theory that the item wanted 
is as likely to be the first as the last one encountered. ` 

Note here the comparison between the magnetic 


eseleveloping manage 
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drum and the electrostatic tube. The former is far 
slower, but has a much greater capacity relative to 
space occupied. Costs are not given, but you will be 


near enough to the right orders of magnitude if you ` 


take them to be roughly proportional to cubage. 
You now see why very high speed has been incom- 


WEEKLY NOTES 


; Finding Managers 
A study has been made by the Acton Society Trust 
into the recruitment, selection, training and pro- 
motion of managers, The report has been put into a 
document called Management Succession (price 
ros 6d). The inquiry was undertaken into fairly large 
companies, all those approached having a payroll of 
10,000 or more. The aims of the study were to dis- 
cover the educational and career background of 
managers, including the opportunities for promotion 
from the shop floor. 
Of the companies visited, only one-third could be 
considered as ha an identifiable scheme for 
Ka ability. One-third were found 
to have a partial system, and the remaining one-third 
had none a all. The absence of anything but a rudi- 
mentary scheme in the majority of companies 18 
probably to some extent a reflection of the fact that 


managers in the past have been drawn from a wide ` 


variety of jobs within a company, and that ..by 


tradition a manager in most cases has been asked to ` 


do his job by relying on a combination of basic 

ability. and experience gained in a department over 

therlyears: Those companies seem to be in a minority 

which accept,the fact that management in its modern - 
context calls upon a trained capacity to-handle a 

complex mass of data and, very often, to e 

technical personnel whose point of view must be 

thoroughly understood, as well as that of the opera; 

tives. Furthermore, management problems are 

becoming not only more complex but are having to 

be solved more s y by the use of techniques of .. 

control which were SE of a few generations 

ago. The report is mainly factual and the reader is 

left largely to draw his own conclusions. No one 

seems to have found a satisfactory answer yet to the 

basic question, namely, are good managers born or 

made? ` 

| I.C.1.’3 Output and Costs 

One of the interesting features of the annual report of 
Imperial Chemical Industries for 1955 is an index of 
wages and salaries per unit of output. The figures are 
compiled from all except the Metals Division. 

The LCL index shows a much sharper rate of 
increase of output and a smaller rate of increase of 
wages and salaries than does industry as a whole. 
Naturally, the figures have to be treated with care, 
since an exercise of this kind has certain statistical 
difficulties to encounter. Nevertheless, the LC 
statistics for 1953, 1954 and 1955 show wages and 
salaries per unit of output to have decreased, while 
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patible cost-wise wi 
on the list is the 
electronics industry f 


electronic equipment as wein 
(To be conc 


a- similar index for industry as a whole shows an 
increase. The inference seems reasonable from avail- 
able data that whereas the proportion of wages and 
salaries to output for industry in general showed an 
increase, thus indicating rising labour costs, the trend 
of I.C.I.’s costs was noticeably the other way. 

It would be interesting to know if I.C.I.’s experi- 
ence is common to the rest of the chemical ind 
which, since the war, has had a much larger amount 
of capital per operative invested in new plant and 
equipment than industry in general. 


Management Accounting Scholarship 
It is announced by the trustees of the Leverhulme. 
Trust that they propose to award a research scholar- 
ship in management accounting. The value of the 
scholarship will be not less than £2,000 and it will be 
awarded for one year. 

The scholar will be required to make a close 
study of particular aspects — selected by himself — of 
managerial control and of accounting techniques and 
practices: for the purpose of exploring what further 
contribution accounting can make to the improve- 
ment of industrial and commercial management. 
Arrangements will be made by the trustees for general 


‘guidance and direction during the tenure of the 


scholarship and at the end of the year the scholar will 


be required to present a thesis suitable for publication. 


- Applicants, who should be British-born subjects 
normally resident in the United Kingdom and, prefer- 
ably not more than 35 years of age, should hold a 
recognized cation in accounting. The closing 
date for the receipt of applications is August 31st, 


- 1956, and applicants should be available for interview 


in London in September-October. Further details of 


_ the scholarship are given on page 612 of this issue. 


Historic Buildings Council 


‘The Historic Buildings Council for England was 


appointed by the Minister of Works under the 
Historic Buildings and Ancient Monuments Act, 
1953, its main duty being to advise the Minister 
on the making of grants towards the repair or main- 
tenance of buildings of outstanding historic of | 
architectural interest. Its third annual report’ shows 
that it received 476 applications for grants in 1955, 
as against 342 in 1954. Grants to the number of 139 
were offered and 303 applications were rejected. In 
total value, the grants offered and accepted in 1955 


were £370,756, a8 against £254,304 in 1954. 
1H.M.S.O. 1s 3d net. 
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| 
| 
markets. The investment outlook continues to be 
‘clouded by the ungertaif economic position both in 
the United States and at home and investors generally 


iare content to wait on events rather than anticipate 
‘them. 

| Equity & Law Life 

, This week’s reprint returns to insurance for its 
subject with the accounts of the Equity & Law Life 
Assurance Society. Since its foundation in 1844 it 
has been a company without limited liability. In one 
| particular\ \respect, however, its liability is limited. 


| Under the terms of its articles of association, the - 


! Society is required to include -in every policy and 

annuity bond a clause restricting the liability of 
shareholders to the unpaid capital on their shares. 

The unlimited liability, therefore, extends to 

| creditors but not to policy- and bond-holders, whose 


| contracts are definitely limited, and as the chairman, 


| Mr G. Godfrey Phillips, pointed out at the meeting, 
| the fact that the company is without limited liability 
lis of no benefit to policy-holders and annuitants. 
| It is of interest to note, in passing, that the Com- 
anies Act, at Section 212 (1) (f), acknowledges such a 
| CC by insurance companies where, in dealing 
i with the liability of contributories in a liquidation, it 
‘lays down that nothing in the Act shall invalidate any 
| provision for limitation of liability written into 
contracts of insurance. And incidentally, so far as 
| Companies Acts go back, this point about insurance 
policies is now, one might almost say, of considerable 
antiquity. 
So far as Equity & Law Life is concerned; the 
directors have now comé to the conclusion that this 
preservation of the 1844 status has become an 


| anachronism and a clog on the marketability of the | 


Society's shares. Marketability is affected, of course, 
| for clauses in trust deeds excluding unlimited 
| companies from the, sphere of investment are not 
uncommon. -- 

"The directors, with counsel’ 8 opinion to “support 
| them, are now moving to re-register the Society as a 
limited liability company. The change, as noted, will 
not affect the position of policy-holders and 1 18 hardly 
| likely to cause any concern to creditors. ` 
One still sees companies with unlimited liability 
| being formed. There have been one or two recently 
to continue brokers’ and jobbers’ businesses on the 
| London Stock Exchange’ previously carried on by 
partnerships. The Stock Exchange, of course, is 
fundamentally an association of individuals and there 
can be no question under its constitution of the 
formation of limited companies to conduct business 
under its rules. 


Strong Reserve 


Glynwed Tubes Ltd, is another of those companies 
which are closely concerned with prices for copper and 
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lead. It again reports ecard profits and this in a year 
of dislocation arising from the rail strike and stoppages 
at the docks. The surplus before taxation was 
£10343 906 against {1,180,953 and £895,974- And 
e three reasons given by the c Mr 
W. G. A. Russell, F.8.a.4., one is the further rise in 
stocks of copper and lead. "The profits accruing from 
stock values increases is approximately £172,500, and 
this sum has been added to the stock reserve account 
bringing the total up to £247,500. 
Mr Russell then shows how strong this reserve is. 
The amount at its credit, he says, is sufficient to 
cover a decline in the prices of copper and lead to 
£235 and £89 per ton respectively without any charge 
falling to be met out of future profits. The Board 
feel that the creation of this reserve is a matter of 
prudence. Nevertheless, the possibility that the price ` 
of copper, the commodity principally concerned, 


will show any material fall — at least for a considerable . 
time — is regarded as very unlikely. 


Odd Men Ogt SES 
One of the facts of company administration which 
has to be recognized and accepted is the virtual 
impossibility of obtaining a full acceptance by share- 
holders of their right to subscribe new capital, even 


when offered on the most favourable terms compared 


with the share market. There is always the 5 per cent 
or so who, maybe through absence from the country, 
illness, or just plain apathy, stand out from the issue. 

A tendency is now developing to do all that is ` 
possible to see that this minority does not finally 
lose the value of the right to subscribe, and many 
recent rights issues have included a provision that 
rights not exercised shall be sold and net proceeds 
distributed to the shareholders concerned. 

A rather opposite angle on this has recerftly been 
seen in the case of Associated Motor Cycles Ltd 
5¢ per cent convertible debenture stock. This was 
issued last year with a right to convert 50 per cent 


in £25 units into ordinary at ros per share, the first 


option being exercisable on one month’s notice to 
expire on March 31st last. 
Despite’ the fact that the company pointed out to 


-debenture-holders that the then Stock Exchange 


quotation of about 8s per share would not make the 
conversion worth while, some of the stock was 
presented for conversion — only a very little, it. is 
true — and 500 shares were issued in exchange. 


l Money Market 
‘At a maintained bid of £98 15s 3d the market 
obtained 47 per cent of Treasury bill requirements 


on May 18th.against 42 per cent the previous week. ` 
The average rate hardened slightly from £4 18s.11-66d 


.to.£4 19s o-6od per cent, although applications were 


lower at £392,975,000 oe £404,480, C00. This 
week's offer is £240 million 


ve 
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First EQUITY & LAW LIFE ASSURANCE SOCIETY 
Schedule REVENUE ACCOUNTS for, the year ending 3lat DECEMBER, 1955 
l No. [—In respect of the LIFE ASSURANCE AND ANNUITY FUND 
1954 l "4954 
£ det = Fund at t begining of the £ £ £ Claims under Policies paid ele EE EE 
29,920,654 we ae 33,180,723 47} AQ! By ger si Se e Ss 482,926 
4,094,158 Premiun S ‘is da eg ace 4,781,958 " 473,548 By mac 734,613 
see Surrender neluding surrenders “of bonus and 
1,901,348 Interest, Dividands and Rents. . >. 2,233,576 516,816 refunds under Group Pension Geet Sa 490,925 
271,982 Less income Tax., z ye -. 381,451 728,134 LHe Annuities (gross) eis gé e Sie 726,224 
en 3,156 Bonuses In SC si / 2,552 
1,629,356 1,852,125 1,366 Bonuses In reduction of Premiums. es Ce 1,253 
Consideration for Life Annuities 242,838 Commission . vie as 233,217 
393,016 granted Sa deg 3 Ja 382,935 19,195 Stamps on Polides and Annuity Bonds .. ats 24 
237 e otc. is Sie a Sa 223 400,254 Expenses of Manageme se Se 410,118 
3 Profit on Reversions fallen in and ~- — Special T Transfer to Staff Penton Fund oe ee 8,000 
ss revalued 91,017 — Excess Profits Levy .. 10,200. 
D Transfer from ` Captia Redemption Amount of Life Assurance and Annuity Fund at 
— and Annuity Certain Fund s 450,000 - 33,180,723 end of the year .. as Di e a. 33,614,421 
— Transfer from Investment Reserve `. 1,000,000 : 
OoN, 43i £41,738,987  £36,037,431 £41 ,738,987 








EI 





Deem SH e, rafe emoluments recelved e Directors of the Society, Including sums paid to them as Directors of subsidiary companies, amounted 


30 (1954—£21 ,854) of which bio elt ,829) was In respect of services as Directors, and fi 1,030 (£10,025) was in respect of management 
Geier on and other emoluments. 


(li) ans proni fess ona on investments realised during the year, after allowing for taxation, have been added to reserves deducted from mortgages, 
KA The Sohn a 1e has no gien DS out of the United Kingdom. 





"Ze 


Particulars of NEW LIFE ASSURANCE AND ANNUITY BUSINESS (net) effected during the Year 1955 


Annulties 
Sums Assured (per annum) Annual Premlurns Single Premiums 










< Assurance Policies 





£ € £ 
da WOU ste ie in ae 8,904,101 505,219 23,542 
Group ea t“ ea ee ae 3,415,094 31,482 Deeg 
Annuity Contracts 
individual e ae os ae + 286 -=R 3,289 239 822 
Group ` ep ` «8 oe ae oe Kam ` 153,106 ]43,413 
) £12,319, 195 £629,490 "£693,096 £406,477 





Note:-In addition, increases under existing group assurance polictes amounted to £5,170,194 sums assured, and under nie group annulty contracts to 
£973,020 annultles per annum, making the total sums assured £17,489,389 and the tora] annuities per annum £1,622,510 


No. 2--in reepect of the CAPITAL REDEMPTION AND ANNUITY CERTAIN FUND 





























1954 1954 
£ Amount o Fund at bermain, of ha £ £ £ S £ 
8,391,948 year Wei fe 8,403,986 44,575 Claims under Policies pald om outstanding e 67,623 
74,206 Premiums ` Sa ge ge a 67,656 543.880 Surrenders .. Ss Se a 89,329 
eee ee te 746,187 Annulties Certain (gross) . t+ =e ER 78! Ki 
509,367 interest .. e za de .. 533,049 9,476 Commission . = ʻi 4,216 
100,558 Less Income Tax.. ba oA ~» 163,255 2,486 Stamps on Policies and Annulty Bonds .. i 1,105 
—_— —ew 80,931 Expenses of Manage mont .. as os 69,902 
408,807 i 369,794 — § Transfer to ei Staff Pension Fund .. “a 2,000 
© Consideration for Annuities Certain D — ransfer to Life Assurance and Annulty Fund .. 450,000 
954,558 granted Se Sg e es 427 267 Amount of Capital Redemption and Seele 
8,403,986 CertaJn Fund at end of the year : .. 7,802,561 
£9,831,521 £9,268,643 £9,831,521 £9,268,643. 
No. 3—in respect of the PROPRIETORS’ FUND 
1954 SD 1954 : 
£ Propaan Capital Beerorieed and £ £ É £ 
1,000,000 issued .. a Ss aA 1,000,000 . 50,000 Dividends to Proprietors (net) we 50,000 
In 1,000,000 shares of £l, of which is 300,000 Proprietors' Capital paid up .. eg 300,000 
_ 300,000 id up ate 300,000 ; : 
ance "et Profit apportioned to Balance of Profit portioned to 
189,978 ` Proprietors at beginning of the year 156,864 156,864 Proprietors at end of the year. 125,214 
489,978 nw 456,864 
1,223 Trustees’ Remuneration, etc .. in 3,734 
672 Lest income Tax and Expenses DP 1,960 
551 1,774 
29,700 Interest .. Ae Se ER 29,145 
Daa Lass Income Tax.. D a e DR ae 12,567 S F 
16335 l 16,576 
£506,864 £475,214 £506,864 £475,214 














Note:-No profit has been transferred to the Proprietors’ Fund either from the Life Assurance and. Annuity Fund or from the Capital Redemption and 
Annufty Certain Fund In respect of the od since 3lst December, 1952, the dace of the previous triennial valuation 
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Third EQUITY & LAW LIFE ASSURANCE SOCIETY 
Schedule BALANCE SHEET on Air DECEMBER, 1955 
1954, 1954 . 
a £ £ £ Mortgages-and Loans legs reserves =- £ £ 
309,000 Proprietors’ Capital paid up 300,000 2,573,005 Mortgages on Property within the United Kingdom .. 2,880,618 
| BijJance of Profit ae eersioned 44,500 Mortgages on Property out of the United Kingdom . 44,500 
136,864 to Proprietors.. e? S 125,214 45,933 Loans on Life Interests .. ee z3 Sie EN 35,728 
| eee Rem 35,35]. Loans on Reversions i : : SS g 30,395 
l 456,864 e 425,214 3,500 Loans on Stocks and Shares es ee ae ae 3,500 
2,702,289 2,994,741 
Life Assurance and E P Loans on sa hs Ponce Ne thelr aurrera 
Ge 403,986 Capital Redemption and 7,802,501 Wd D S 
Annuity Certain Fund Inveatmants fess reserves :— 
i 1,000,000 Investment Reserve .. — 1,025 Deposit with Palestine Government .. 1,026 
| "518145 Trustees of Staff Pension Fund 584,097 ; (£1,200 24% Funding Loan, 1952/57) 
Trustees of Staff teg 5,732,325 British Government rities .. us .. 5,725,518 
i 75,728 Pension Fund . oe 86,768 4,129,264 British Government Guaranteed Securicies ee 3,070,366 
| —— ,667 Public Boards Stocks yi 417,293 
43,635,446 47,513,001 {29,029 Municipal Securities, United Kingdom . 143,707 
219,671 Other Commonwealth Government Securities 145,703 
Current Liabllitles:— 22,315 Other Commonwealth Municipal SE Ss ii — 
Proprietors’ Dividends £ 110,741 Foreign Government Securities . e Se i 9,269 
25,049 due 25,112 Zi Foreign Municipal Securities .. Ka ‘ 6,713 
” Claims including bonus 6,714,232 Debentures and Debenture Stocks oe , 6,905,793 
‘ admitted or intimated KA Preference and Guaranteed Srocks & Shares z ~2 6,552,796 
124,539 Ann nor geb i 48,731 10,477,342 Ordinary Stocks & Shares Se Gg . 13,323,336 
nnuitles due and un- 
88,148 enge Creditors ge ; 107,003 332,795 _Frashold get? in Lincoln’s Inn Fields 339,275 
Securities purchased for 651,039 Other Freehold Property si 439 
266,074 subsequent settiement 175,356 110,862 Fee Farm Rants and Rent Charges e ge 112,014 
303,807 Freehold Ground Rene .. oe 24 az e 281,710 
i 507,296 359,792 722,080 Leasehold Property : 2 E Mä 724,907 
61,067 Leasehold Ground Rents. : 
_ 4,181,650 2,361,325 
nee rsions A Life interests within actuarial valus- 
ong in 
{82,445 Reversions.. Hie Ka ek ae ne? 255,753 
___120,919 Life Interests Ka D __ 120,919 nme 
N There is a liability of SE E 
a 38,946,633 42,663,404 
a Ben een Investments In Subsidiary Companies:— 
Ee Ge shares le The Law Reversionary interest Society Limited >-— 
in 1956 and (en T Capital Stock as wird 5y the anes £ 
ts also 2 contingent Hability 906,157 less reserve b ` 906,157 
for uncalled capital on 3,045,087 Loanaccount ` .. se v- .. 3,204,000 EE 
shares in some companies A. WEE 
The Society Ín pursuance of ronk E E Corporation Limited 
powers contained In its De Mamorim 180,284 Shares at cost less reserve  . 180,434 
Pum o fp oo el age ea apa Freehold Building & Land Development 
into certain tiabliities In the nature Com Limited and Subsidtary:— 
of guarantees In relacion to certaln 25,000 Sharon ur st loss resorve 25,000 
Unit Trusts managed by Bank 43.400 loan sees Keesen SS = Gos 
Aiea rance Trust Corporation i Mo es on Property within the United 
mited rtgag 
ËM e Board consider that dere ~ 206.100 Kingdom ler: reserve . e * D 177,100 202,100 
ities aro y secu or 
covered by available assets, 4,406,028 4,492,691 
Current Assetsi— 
` 227,799 Outstanding Promlums 295,376 
Oucsranding Interest, Dividends and Rents fess Income 
4,956 Tax ee CR ee an 7,0 
159,853 Balance of Tax recoverable e Wé Sg és 154,912 
18,262 Sundry Debtora .. S SS 14,704 
169,22} Securities sold for subse uent settlement ‘ 102,138 
189,990 Cash-art Bank and In han ge es e 142,555 
790,061 716,698 
{44,142,742 £47,872,793 || £44,142,742 £47 872,793 





(it) Subsidiary Compantes:— 


Trade has d 


KENNET, Director. 


We report to the Proprietors of Equ] 
our knowledge and bellef, were necessary 


are not submitted for the reasons stated 








G. GODFREY PHILLIPS, Chairman. 


Notas:~ (i) The values of Stock Exchange Securities hava been taken at below the middle market price on 31st December, 1955, 
set forth in the Balance Sheet are, in the aggregate, fully of the value stated theraln. 








In our belief the assets 


pan 
{a} The businesses of each of the Soclety’s subsidiaries and of the. Society are dg differant that they cannot reasonably be treated as a single under 

taking, and approval has been obtained from the Board of Trade that of 
directed that, in relation to all che subsidiaries, paragraph Sch 


Tege should not be submicred. Furthermore, the Board 
of che Eighth Schedule to tha Companles Act, 1948, shall not apply. 
(b} Bank Insurance Trust Corporation Limited and its subsidiaries make up ae accounts as at 30th September sach year, and the ‘Directors of the 
Society consider that a change of the financtal years of these companies to end an the 3ist December would necessarily involve undue delay 
in the presentation of the Soclety’s accounts and would serve no good purpose. 
(Hi) We certify that no part of any fund has been applied, directly or Indirectly, ior any purpose other than the class of business to which it applies, 


GERALD RUSSELL, Director. 
R. J. KIRTON, Generol Manager & Actuary, 


REPORT OF THE AUDITORS 





& Law Life Assurance Soclety that we have obralned all the Information and explanations which, to the best of 

r the purposes of our audit. in our opinion proper books of account have bean k 

appears from our examination of those books, We have examined the above Balance Sheet and annexed Revenue Accounts which are in 

the books of account. In our opinion and to the best of our Information and according to the explanations given to us the said accounts give 

ulred of an Assurance Company by the Companies Act, 1948, In che manner so required, On this basis in our opinion the balance sheet gives a true 

falr view of tha state of the Society's affairs as at 3ist December, 1955, and the revenue accounts give a true and 

in the manner therein indicated for the year ended on thar date. 

As Indicated in Directors’ Notes OT) (a) GE Accounts and Information under paragraph R of the Eighth Schedule to the Companies Act, 1948, 
erajn 


t by the Soclety £0 far as 


reement with 
e information 


r view of the operations ascertained 


We certify that no part of any fund has bean applied, directly or Indirectly, for any purpose other than the class of business to which ic applias. 


3, Frederick's Place, Old Jewry, London, E.C.2. 
4th April, 1956. 


PRICE WATERHOUSE & CO., 


tants, 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Redeemable Preference Shares 


SR, — Can any of your readers help to solve this 
problem? 
A private company has the following capital: 





£ 
5 per cent cumulative preference shares . 10,000 
5 per cent redeemable (non-cumulative) 
preference shares an Sé 2,500 
inary shares 2,500 
£15,000 





There are arrears of cumulative preference dividend 
amounting to £5,000 

The articles are under the 1929 Act and they 
‘provide that 


‘the redeemable preference shares rank for dividend 
part passu with the cumulative preference shares and 
shall (subject to the provisions of Section 46 of the 


wweeCompanies Act, 1929) be redeemed at par within a 


EH 


period of ten years from the date of issue at such 
times and in such amounts as the directors may from 
time to time decide’. 


The period of ten years has passed and the company 
has only £1,000 credit balance on profit and loss 
account. Assuming the finances of the company show 
that £1,000 is ‘profit available for dividend’, should 
the directors apply this amount in redeeming the 
redeemable preference capital, or in paying arrears on 


the cumulative preference capital, or proportionately - 


a part of each? 
Yours faithfully, 
PRINCIPAL. 


| AN EXCEPTIONAL OPPORTUNITY 
is open to a thoroughly experienced l 
TAXATION SPECIALIST 


Salary £1,500--£2,000 
Pension Scheme 

Excellent Prospects 
Applicants must have been in long and close 
touch with taxation law and practice either ` 
in an accountancy office or as an Inspector of 
Taxes. Applications, which will be treated in 
strict confidence, should be addressed to 

Box TS/101, The Accountant, 
4 Drapers’ Gardens, London, EC2. 


Professional Welfare: Audit Assistants 
Sir, ~ Perhaps the answer to Mr Chaffey’s timely 


letter on the above subject (April 28th issue) can be 


found in the concluding section of the lecture by 
Sir Russell Kettle, reproduced in the same issue. 

Sir Russell seems to be of the opinion that qualified 
accountants are not required for the preparation of 
the accounts of sole traders and partnerships, but if 
that is the case, it would seem that a large proportion 
of qualified accountants are wasting three-quarters 
of their time, and such an admission nullifies any 
claim to special treatment of exempt private com- 
panies. It cannot seriously be maintained that any 
greater degree of skill is required in the case of one 
than of the other. If such a distinction is drawn, then 
I suppose we will find all the qualified accountants 
advising their clients to turn their businesses into 
companies, while the unqualified accountant will be 
advising his clients to remain unincorporated. 

Perhaps when the governing bodies of the profes- 
sion realize that their humbler members are trying: 
to get a living from serving the man in the street, and 
forget a little about ‘the standing of the premier 
bodies’, there will be a chance to put into practice 
the ideals advocated by Mr Chaffey. When one is 


confronted every day in the Press by wage demands 


from one trade union after another, one ins to 
wonder if there will be-anything left for those who do 
not seem to be covered by such organizations. | 


Yours faithfully, 
Swindon, Wilts. F. B. SMITH, A.C.A. 


[Sir Russell Kettle writes: Your correspondent should - 
read again the whole of the paragraphs from which 


he purports to extract, and attribute to me, an opinion 
which I did not express.] 


: Photographic Business: Stock 


Sir, — Clients of mine some years ago went into the 
photographic business as an addition to their other 
activities, selling cameras, second- hand cameras and 
photographic equipment. 

The last two annual accounts have war that 
the stock is half the turnover for each year and I am 
writing to inquire whether any practitioner can 
inform me whether this large holding of stock is 
normal to this "pe of business. 

l _ Yours. a 
PUZZLED. 


Employment of the More Mature 


Sir, -- Before all the ‘mature executives’ referred to 
by Mr H. R. Clothier in his letter to you (issue 
April 28th) write in to explain why they find it difi- 
cult to engage men over 40, I should derive great 
enjoyment from spiking their guns. If. you, sir, 


` May 26th, 1956 ` 


H 


May 26th, 1956 


will provide the space, I will provide the ‘spikes’ 

Fear is the basic cause, of course. Very few execu- 
tives would like an experienced man, as old as them- 
selves, at their elbow, knowing their job, and ready 
to take over at the first opportunity. And how well 
known is the mangvhen asked how long he’d take to 
hand over to a successor replies, ‘Oh! months, old 
boy. You see, my job is different from anyone else’s.’ 
He finds it very difficult to explain, naturally. ‘Well, 
| you see there are a hundred and one things, which 
| only years of experience in this particular firm, 
etc.’ This wishing to feel EE is a very 
human failing, of course, and is not to be sneered at. 
To feel ‘wanted’ is a fundamental need. 

The second most important cause is, as Mr Clothier 
points out, the awkwardness of offering a man of 42 
£750 when you know darn well you’re paying that 
to a 24-year-old newly-qualified man. 

Both reasons are understandable, but not if I may 


——_— — 


We give below computer terms and definitions which 
members of the profession are likely to come across or 
to use. They are selected from the glossary compiled by 
the British Standards Institution under the direction of 
the Advisory Committee for High-speed Calculating 
| Machines of the Department of Scientific and In- 
dustrial Research, in collaboration with the appropriate 
committee of the Institution. The foreword to the 
glossary states that the computer terms and definitions 
are intended to represent existing general usage in 
this country, in so far as this-has been ascertainable by 
| reference to those working in the subject. 
' In general, the foreword says, the terms are those 
which are peculiar to digital computers. It has, 
however, been found necessary to include some terms 
relating to number scales and number representations, 





which have a much wider field of use. Such definitions 


are not claimed to be valid otherwise than for the 
| special purpose of the present glossary. 
The italtcizing of a word is an invitation to consult 
that definition. 
The numbers shown against the terms are those in 


_ | the glossary: 
Sr x Computer 

COMPUTING MACHINE 

A machine for carrying out numerical calculations. 


2 Electronic computer 
A computer which operates mainly by means of 
electronic devices. 


3 Relay computer 
A computer which operates mainly by means of 


1 Glossary of Terms Relating to Automatic Digital Computers, 
British Standard 2641: 1955. British eae Institution, 
‘London, 3s net. 
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say so, insurmountable. The first can be overcome by 
giving your executives three- or five-year contracts, 
renewable or reviewable at the end of two or four 
years, as the case may be. The second by using a 
tactful employing agent — staff or otherwise — and 
explaining the reasons. We are all aware of the argu- 
ments; with older men we obtain more tact, more 
patience, a fund of experience and fewer demands. 
When they apply for the job, they know the state of 
the world, and will not expect more than a fair 
hearing. 

I am a ‘young’ man of 33, and if my brashness, 
impatience, and lack of tact could have been guided 
by an older man during the course of my commercial 
career, I should have benefited a great deal. When all 
other things are equal, I plump for the older man ` 
every time. 

Yours faithfully, 
GRADUATE. 


AUTOMATIC DIGITAL COMPUTERS 
GLOSSARY OF TERMS AND DEFINITIONS 


oan 


electromagnetic relaya or similar electromechanical 


devices. 


-4 Automatic computer 
A computer designed to carry out long sequences of 
operations in accordance with a ngedesigned program 
and without human intervention: 


5 Digital computer 
A E which operates with numbers represented 
in a digital form. 


6 Serial 
Applies to modes of computation in which the opera- 
tions corresponding to the successive digits of a 
~ number are carried out one after the other in a single 
channel, 


o Parallel 
Applies to modes of computation in which the opera- , 
tions corresponding to the various digits of a number 
are carried out independently, each in its own separate 
channel, generally simultaneously. 


8 Functional symbol 
LOGICAL SYMBOL 
A graphic symbol representing the means of perfo 
some specified simple operation (e.g. cine of performing 
independently of the particular means employed. 
o Functional diagram 
LOGICAL DIAGRAM 
Of a computer. A diagram consisting of functional 
symbols and the connections between ees 


ro Number system* 
Any system for the representation of EN 


* It is recognized that these terms ere not peculiar to the subject- 
matter of this glossary, and the definitions given are not claimed 
to be valid otherwise than for the purpose of this gloasery. 
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Digit* 
One of a definite set of Ge used to represent 


numbers. 


Positional notation* 
A number system in which the significance of each 
digit of a number depends upon its position. 


13 Radix notation* 
RADLX SCALE 
A positional notation in which the successive digits are 
to be interpreted as the coefficients of successive 
integral powers of a number, called the ‘radix’ or 
‘base’ of the system, and in ‘which the represented 
number is equal to the sum of this power series. 
For example, in the conventional decimal notation 
5762 represents the sum of the power series 
5X 109+7 X 107+ 6 X 1014+ 2 x 10°, 
10 being the radix or base 
14 Radix point* 
In a number expressed in a radix scale, the location of 
the separation of the digits associated with the integral 
part of the number from those associated with the 
fractional part. 
15 Binary scale 
A radix scale with radix 2. 
16 Binary number , 
aq A number expressed i in the binary scale. 
NOTE. The term is sometimes used to denote any sequence of 
o’s and rie, 
17 Binary digit ; 
A digit of a binary number. 
18 Bit 
An abbreviation of binary digit. 
19 Binary-coded decimal system 
A system of number representation in which each 
digit of a decimal number is represented by its 
equivalent binary number. 
25 Control circuits 
CONTROL UNIT 
The aggregate of those parts of a computer which effect 
the gcceptance and carrying out of instructions in the 
desired sequence. 
NOTE. The term is colloquially abbreviated to ‘control’ 
oon strictly this should be applied only to the function of 
26 Control desk 
An assembly of manual controls (switches, push 
buttons, etc.) for use by the operator of a computer. 
27 Arithmetical unit 
ARITHMETICAL ELEMENT 
ARITHMETICAL ORGAN (deprecated) 
That part of a computer which carries out arithmetical 
operations. 
NOTE. Collogially, ‘arithmetic’ is used instead of ‘arithmetical’, 
29 Highway 
BUS 
A path along which signals may be conveyed from any 
of several sources to any of several destinations. 
30 Half adder 
A circuit having two input and two output channels for 
binary digit signals, and such that one of the output 
* It is reco ee ee ee ee eee "aeeoa 
matter of glossary, and the definitions given are not claimed 


e purpose of this gloasary. 
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32 


35 


36 


37 


38 


39 


41 
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channels carries a signal which represents the remainder 
when the sum of the digits represented by the input 
signals is divided by 2 and the other the corresponding 
carry-digit signal: so called because two such circuits 
can be combined to make an adder. 


Adder 
A device which can form dë s@m of two or more 
numbers or quantities. 


Accumulator 

A device which stores a number and which, on receipt 
of another number, adds it to the number already 
stored and stores the sum. 


NOTE. The term is also applied to devices which function as 
described but which have additional facilities. 


Bi-stable unit 

BINARY CELL 

A physical element which can be made to assume 
either of two stable states. 


Store 

MEMORY (deprecated) 

A device into which information can be inserted and 
in which it can be retained for as long as may be 
needed and from which it can be obtained when 
desired. From most types of store the information can 
be obtained without loss of the recorded signals. 


Register 

A store, usually of one-word or two-word capacity and 
generally intended for some particular purpose or 
purposes in a computer. 


Write, to 
To record information in some form of store. 


Read, to 
To extract information from a store. 
NOTE. In most types of store, the operation of reading does 


not affect the physical embodiment of the stored information, © 
which can thus be read repeatedly if desired. 


Access time 

The time required to extract some Ee item of 

information from a store. 

NOTE, In some kinds of store the access time depends on the 

position of the desired item in the store. Also, there is no 
eral agreement as to what are regarded as the 


gene 
and end of the extraction process, The term should not 


therefore be used without qualification or explanation. 


Address 

The designation of a particular position in the store 
of a computing machine or of other source or destina- 
tion of information in the machine. 


Storage 
The retention of information with a view to subsequent 
reference. 


Delay-line storage 
The use of a store consisting of means of maintaining a 


continuous circulation ob ae in a closed circuit 
producing a specified d 


Magnetic storage 

Storage by means of magnetization: for example, the 
use of systems of storage in which information is 
represented by a distribution of small areas of mag- 
netization in the surface of suitable ferromagnetic 
material, usually in the form of a cylinder, disc, tape or 
wire. The information is written and erased by 
electromagnets, and read by electromagnetic induction. 
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45 


ci 


47 


62 


63 


64 


65 


66 


67 


68 


oo 


Electrostatic storage 

The use of a storage system employing a Gate of 
electric charge as a means of representing and retaining 
information. 


ée oie or cathode or ue 
ie term applies to systems not 
inherently involv#ig electronic devices. 


Williams cathode-ray-tube storage 

WILLIAMS STORE 

WILLIAMS TUBE STORE 

A system of cathode-ray-tube storage. Information is 
represented by a pattern of electric charge distribution 
over the screen of the tube, the distribution being 
initiated (written), maintained, read, and erased by a 
suitably-controlled scanning of the screen by the 
electron beam. 


‘B’ tube 

‘B’ STORE 

A cathode-ray storage tube incorporated in a computer 
in such a way as to enable instruction to be modified in 
the course of the computation. 


NOTE. The designation ‘B’ is also applied to other devices 
providing the above facility. 


Code 
A system of symbols and rules for expressing in- 


_ formation. 


To encode 


To express information by means of a code. Colloquially 
‘to code’. 


Word 

An ordered set of digit symbols, or the signals repre- 
senting them. The number of symbols in the set 
(e.g. the word-length) is usually constant for a par- 
ticular machine, and information is normally stored 
or transferred in the machine in whole words or 
integral numbers of words. 


Multi-length number 
A number the length of which is an integral multiple of 


the word-length (see ‘word’), e.g. double-length 
number. 


Multi-length arithmetic 
Arithmetic carried out with multi-length numbers, e.g. 
double-length arithmetic. 


Instruction word 

ORDER WORD 

A word which, when interpreted by the control unit, 
causes the computer to carry out one, or sometimes 
more than one, of the built-in operations of the 
machine. ` 


Function digits 
Those digits of an instruction word which determine 
the arithmetical or logical operation to be performed. 


Instruction code 

ORDER CODE 

A vocabulary giving the relationships between the set of 
built-in operations of a computer and the corresponding 
instruction words. 


Optimum programming 

OPTIMUM CODING 

In computers in which the access time of a word in the 
store depends on its location. A method of program- 
ming in which instructions and/or numbers are eo 
stored as to reduce or minimize delays due to access 
time. 
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n-Address code 
A form of coding in which each instruction refers to 
n addresses. 


Logical operation 

Àn operation on a number, or on two or more numbers 
having the same number of digits, the operation being 
such as to result in a single number the rth digit of 
which depends only on the rth digit of each operand. 


Clear, to 

To restore a storage device (i.e. store, register, accumu- 
lator, staticiser, etc.) to a prescribed state, usually that 
denoting zero. 


Shift 

Displacement of the digits of a word by an integral 
number of positions. The treatment of the ends of the 
word may be governed by some special rules. 


Loop 
B A recurrent sequence of operations by a computer. 
2) The instructions associated with (1). 


Flow diagram 

A graphical representation, of groups of the principal 
operations constituting a computation, with some 
indication of the sequence in which they are performed, 


Program e 

PROGRAMME > ~ 
A sequence of instructions for a computation. 

NOTE. The spelling ‘program’ is preferred in computer 
terminology. 


Program, to 
To prepare a program. 


Subroutine 

ROUTINE 

A program for o EEE which is frequently 
needed, and which can be incorporated in other 
programs. 


Main program 
MASTER ROUTINE 
The program omitting incorporated subroutines. 


Open subroutine 
OPEN SUBPROGRAM 
A subroutine all the instructions of which are included 
in the appropriate place in the main program. 


Closed subroutine i 

A subroutine which is written once into the store, but is 

so designed that it can be incorporated at any desired 

point or number of points in a master routine, subse- 

ZE resumption of control by the master routine 
by a link instruction. 


Interpretative subroutine 

INTERPRETIVE SUBROUTINE 

A subroutine which causes the sequential selection of 
certain special words from the store, each of which 
causes the machine to perform a set of operations 
which is determined only by the selected word. 


Link 

LINK INSTRUCTION 

LINK ORDER 

An instruction which causes the execution of the 
main program to be resumed after a closed subroutine 
has been obeyed. 


Cue 
An instruction, or instructions 


means of which 
control is transferred to a sana 


routine. 
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86 Parameter gt Discrimination 
A variable quantity, e.g. a number or an address, in a CONDITIONAL TRANSFER OF CONTROL a. 
given subroutine or program, which is given some A process whereby the selection of one of two or more 
desired particular value when the program is used. possible succeeding instructions is determined by some 
specific property or properties of a number which may 
87 Pre-set parameter itself be the outcome of some previous instruction. 
A parameter the value given to which is not changed ` 
during the carrying out of a given program. 92 Conditional instruction S 
REH SES CONDITIONAL ORDER 
88 Program parameter . | An instruction causing a discrimination. 
EE may have different values during 93 Unconditional transfer of control 
lt ee OT ABIVEN DIOR TAME: A transfer of control not involving a discrimination. 
°° RIAL LECTION Meat cad acide th 
ro esi to e ormance of the 
A mode of operation in which instructions are normally SCC or part oa canons Ge a 
carried out in.:the numerical order of the addresses in 
which they are held in the store, oe Marginal checking l 
MARGINAL TESTING , 
oo Transfer of control A method of preventive maintenance in which certain 
In a machine which normally operates by sequential GE fuel ae aie 
selection. An intended departure from the normal order to detect defective units before the occurrence of 
sequence. failure under normal conditions of operation. 
INDEX 
A D Master routine, 80 
Access time, 40 e Delay-line storage, 43 Memory (dep.), 36 Selection, 
“Actumulator, 32 Digit, 11 Multi-length sequential, 89 
Adder, 31 LEE AS arithmetic, 66 serial, 89 
Adder, , 30 binary, 17 number, 65 Sequential selection, 89 
Address, 4r Digital computer, 5 Serial, 6 
SE multi-length, 66 Discrimination, 9I N SE selection, 89 
meti 1 74 
element, 27 e E code, 71 _ Storage, 4a 
organ (26p-); 37 Electronic computer, 2 positional, 12 Sor 
A a Electrostatic storage, 45 radix, 13 E 43 
ee B Number sy E SE Dat ki cathode-ray-tube, 46 
H $ 
H tube, 47 Flow diagram, O Store 
Binary Function digits, 68 3 Ba 47 
cell, 35 e subprogram, 81 liams, 46 
? Functional : : 
digit, 17 diagram, 9 subroutine, 81 Williams tube, 46 
ee: 16 l éymbol, o GE Gelee Open, 81 
€, 15 i ,70 ubroutine, 79 
Binary-coded decimal system, 19 oC 70 Subroutine, 
Bi-astable unit, 35 H. Order, link, 84 closed, 82 
Bit, 18 o Half adder, 30° ` ~ Order interpretative, 83 
Bus, 29 . Highway, 29 ` code, 69 interpretive, 83 
c Se SE 
' ym 
Cathode-ray-tube, Williams, Instruction, tink. 84 functional, 8 
storage, 46 8 Instruction Parallel o logical, 8 
Checking, marginal,.95 code, 69 Parameter, 86 
lear, to, 73 ` word, 67 | Parameter, ; 2 daas 
Closed subroutine, 82 Interpretative subroutine, 83 pre-set, 87 Test program, g4 °° 
Code, 62 Interpretive subroutine, $3 n. 88 T » marginal os 
Cod Pokia oni A tati Transfer of control, 90 
Peace 69 Pre-set © en ae Transfer of control, conditional, 
A-A dreas, 71 param H 91 mos 
Order, 69 Jump, 90 Program, 77 | Tube ‘B’, 47 
Godig. E Program, main, 80 
Computer, 1 L parame 88 or U 
Computer, Link, 84 test, 94 iere transfer of 
automatic, 4 “AL control, 93 ` 
tal, Pan cuca. 84 3 Pera E 78 2 Unit, arithmetical, 27 
electronic, 2 E E r bi-stable, 35 
relay, 3 ere Programming, optimum, 79 l control, D 5 
Computing machine, 1 Lonical operation 72 
Conditional Logical ayabol, $ ; R l 
instruction, 92 Loop, 75 f Radix ` _ Williams ` 
order, 92 : notation, 13 + cathode-ray-tube storage, 46. 
transfer of control, or point, 14 atore, 46 
Control, tranafer of, go M e, 13 tube store, 46 
Control Magnetic storage, 44 Read, to, 39 Word, 64 
circuits, 25 Main program, 80 ter, 37 ord, 
desk, 26 Margi Relay computer, 3 instruction, 67 ` aoe 
unit, 25 , checking, ġ5 Routine, 79 order, 67 
Cue, 85 testing, 95 Routine, master, 8o Write, to, 38 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS 
 SEVENTY-FIRST ANNUAL GENERAL MEETING (Continued) 


The address of the President of The Society of 
Incorporated Accountants, Mr Bertram Nelson, C.B.E., 
J.P., F.9.A.A., to the seventy-first annual general meeting 
‘of the Society held on Wednesday, May 16th, was 
‘reproduced in our last issue and mentioned in a leading 
‘article. Sir Richard Yeabsley, C.B.E., F.C.A., F.S-A.A., 
Vice-President of the Society, took the chair at the 
meeting in the absence through indisposition of Mr 
Nelson and read his address. The adoption of the 
report and accounts for 19551 was proposed by the 
‚chairman and seconded by Mr E. Cassleton Elliott. 
We reproduce below the discussion which followed, 
land the remainder of the proceedings. 


DISCUSSION 
The Panel of Lecturers 


Mr F. A. Roperts (London): I would like to make a 
„reference to one matter, because I think it is a particularly 
appropriate time to do 80 as we have here, I gather, the sec- 
retaries and members of the committees of a very large 
| section of our district societies all over the country, and the 
matter to which I want to make reference, I think, must be 
of some interest to them. 

Yesterday I phoned our good secretary, Mr Craig, to 
know a little more about the present position of the panel 
, of lecturers. Incidentally, I should say that I was appointed 
is this panel in 1936 when it was first formed, and I felt it 
! a privilege to work under the scheme. I have had the further 
! privilege of meeting most district societies over that long 

period, and I am naturally not without interest in the present 

position. The secretary yesterday told me — and these are 
his words — that the panel of lecturera was ‘as dead as a door- 
nail’, I look at the accounts and I see there is a charge there 

. for approximately £10,000. Whether that was the funeral 
' year of the panel, I do not know, but it was a very costly 
‘ funeral! 

Now, if I may, without causing any boredom, let me 
review the situation. Until some five or six years ago — 
those of my colleagues who were on the panel will support 
me in this, I hope — each of us received each year notifica- 
tion from head office here asking us whether we wished our 

names to continue on the panel. At the same time we were 
' asked to state the subject titles of the lectures which we had 
_to offer. In due course those lectures, and such like, were 
circulated to all the district secretaries, and, of course, the 
' various committees decided as to their lectures for the 
‘ forthcoming session. I take it, it must have been ve 
valuable to the committees when sitting to decide their 
programmes to know, not only the identity of the lecturers 
on the panel, but surely also the subjects with which the 
' lecturers were prepared to deal. About five or six years a 
| that procedure was discontinued. At the present time, FI 
| have a special paper to offer to a district society, I do not 
| know how I can get that paper before them, except that 
Mr Craig told me yesterday that if I cared to send in my 
' list he would have it multigraphed and circulated to every 
district society. I would have thought that the requisition 
for these lectures should come from a centralized quarter, 
| I am quite at a loss to know how the panel works today, but 
against that I am told that it does not exist. We received no 
official intimation of its non-existence. In fact, the annual 


1 Extracts from the report and accounts were reproduced in The 
Accountant dated May sth, 1956, and were mentioned in the 
_ leading article, “The Society’s year’, in our last issue. 


report year by year used to make reference to the progress 
of the panel of lecturers, but it has gradually become 
dormant, until now we just go when we are asked for. 

I have no axe to grind personally, because I am still quite 
an active member in the lecturing field for our various 
district societies, and I am very proud to be so. I have 
noticed this, however, in going round the country. I was 
at a very important city in the north of England last 
February — a centre which I have visited before many times. 
At one time we used to hold the meetings there at one of 
the leading hotels and the room was crowded. I am very 
glad I am able to say here that I did not visit that society 
again for some four or five years, until February last: the 
meeti in that important city are now held on the first 
floor of a small restaurant. Something is wrong, and it is 
not perhaps irrelevant to mention the fact that our President 
has referred-in his speech to education. It seems to me, 
if I may say so with all modesty, that something is missing. 
I make these remarks so that all members of the committees 
of the several district societies here will hear my views, and ` 
I hope they will make some.useful eontribution. 7 
The Accounts 


There is one other matter to which I would refer, and this 
is on the accounts. I have raised this question here several 
times before, and I hope I do not appear to be discourteous 
in being persistent, but it is not an unimportant matter. 
-We have, quite rightly, in these accounts once again charged 
a proportion in respect of our biennial publication of the 
year book. No one would quarrel with that at all: that is a 
time basis factor brought into accountancy which has 
become recognized. However, when one looks at the 
balance sheet ~ and this is my point, and I suggest it is 
quite unassailable — one finds t item under the label 
‘Provision’. Now, that is just impossible. There is a 


- statutory definition of ‘provision’ under the Companies 


Act, and in order for it to be a provision there must first be 
a liability. There cannot be a liability in respect of a book 
which has not yet been put into the printer’s hands, and 
even if it were a liability, in order to be called a ffrovision, 
as the Companies Act tells us, it must be a liability which 
cannot be estimated with substantial accuracy. I feel very 
sincerely about this; we as a professional body should set 
an example in accounting matters, and if one sees an item 
under the label ‘Provision’, as one does here, which on any 
view cannot come within the definition, I do not feel I am 
out of order in raising the matter. 

THe CHAIRMAN: ‘hank you very much. I am sure all 
members of the district societies, particularly the presidents 
and secretaries, will be much imterested to hear your 
remarks in regard to the panel of lecturers. Meetings were 
held this morning at which, as I understand it, a list of 
lecturers was agreed upon, and you would not be surprised 
to know that your name was included. We all tecognize 
very much the great contribution that you yourself make in 
that field. l 

In the matter of the disbursement of £10,000, you will, 
I feel certain, remember on reflection that these sums are 


. disbursed now to the district societies and they are respon- 


sible for the actual spending of them. I do not propose this 

afternoon to enter into any debate as to ‘when is a provision 

not a provision’. You all know the facts, and if anyone can 

think of a better word to describe this particular item, I am 

quite sure many of us would be very happy to know of it. 
Are there any other questions? (No response.) There 

being no other questions, I put the resolution to the meeting. 
(The resolution was carried.) 
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Presentations 
The chairman then presented the Gold Medal for the ee 
to Mr Norman Girling, of Lagos, a bye-law candidate, 
trained since April 1949 in the office of Cassleton, Elliott 
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& Co, and the Silver Medal to Mr Norman John Edwards, 
who was articled to the chairman and who, Sir Richard said, 
‘is a son of a very distinguished father whom we are proud 
to have as a colleague on the Council of this Society’. . 


Election of Members of the Council ` 


Tas CHAIRMAN: Our next business is the election of 
members of the Council, and perhaps it would be helpful 
if I explained the procedure which will follow. Firstly, we 
shall deal, under the provisions of Article 49, with those 
members of the Council who retire at this meeting, but 
who, being eligible, offer themselves for re-election. 
Secondly, we shall deal, under the provisions of Article 46, 
with the election of members to ei seven vacancies on the 
Council. Under Article 49, ten members of the Council 
retire at this meeting, but only nine of them offer themselves 
for re-election. The Council has (under the provisions of 
Article 55) nominated seven members, whose names will be 
submitted for election, in accordance with Article 46, at 
this meeting, to fill the seven remaining vacancies. Five of 
the vacancies arise from the amendment of Article 40 (a), at 
the extraordinary general meeting in May last year, which 
provides, so far as material, that the Council shall consist of 
not more than thirty-six elected members; the sixth vacancy 
occurs as a result of the resignation of Mr H. J. Bicker in 
July 1955; and the seventh from the retirement of Mr W. H. 
Marsden at this meeting. I cannot, and would not, let this 
.ogeasion pass without“paying a warm tribute on behalf of 
my colleagues on the Council to the work of Mr Bicker and 
Mr Marsden who served on the Council for four and five 
ears ively. 

S Mr Re WILSON Bunter: Mr Chairman, ladies and 
gentlemen, it falls to my lot to propose the re-election of 
certain members under Article 49. When a number of 
names are proposed together, anyone can object to any one. 
Therefore, to give all members an opportunity to register 
their vote against, it is first necessary for me to propose the 
' following resolution: 

“That the re-election of the nine members of the Council who 
retire under the provisions of Article 49, and who, being eligible, 
offer themselves for re-election, be dealt with in one composite 
resolution,’ 

Mr Percy Toorniti: I beg formally to second the 
resolution. 

Tse CHAIRMAN: Is it agreed to proceed with the re- 
election on the basis of the resolution proposed to you? 

(The solution was carried.) l 

Mr R. Wrnson Barrett: That resolution being carried, 
it is now my privilege to propose: 

"bat each of the nine members of the Council who retire 
under the provisions of Article 49, and who being eligible, offer 
themeelves for re-election, namely: 


Henry Brown 

William Frederick Edwards 
Jarnes Alfred Jackson 
Hugh Oliver Johnson 
Festus Moffat 

Frederick Arthur Prior 

be re-elected.’ 

Mr Percy TOOTHILL: I beg to second that. 

THE CHAIRMAN: You have before you now the proposition 
that these gentlemen be re-elected. 

(The resolution was carried.) 

‘THe CHAIRMAN: The next item is the election of members 
of the Council to fill seven remaining vacancies. 

Mr C. P. BarrowciirF: Mr Vice-President, ladies and 
gentlemen, as in the case of Mr Bartlett’s resolution, this 
will require a special resolution if we are to deal with all 
the seven vacancies in one resolution. The resolution is: 

‘That the election of the seven members nominated to fill 
the remaining seven vacancies on the Council be dealt with in 
one composite resolution.’ 


I so move. 

Mr R. A. Wirry: I second the resolution. 

THE CHAIRMAN: I put that resolution to the meeting to 
deal with this matter en bloc. 

(The resolution was carried.) 

Mr C. P. Barrowciirr: The resolution now is as follows: 

"That each of the seven members nominated for election at 
this meeting pursuant to Article 46 to fill the vacancies on the 

Council, namely: 

Mervyn Bell, Fellow, Dublin 

William Robert Booth, Associate, London 

Percival Dorton Pascho, Fellow, Plymouth 

John Wiliam Richardson, Fellow, Sheffield 

Cecil Harry Sutton, Fellow, Norwich 

Robert Clifford Lloyd Thomas, Fellow, Newport, Mon. 
Ernest John Waldron, Fellow, Southampton 

be elected.’ 

I propose to say one or two words about each of these 
gentlemen. Mr Mervyn Bell, I know, needs no introduction, 
because those who were at the Dublin conference in 1951 
knew him as the president of the Irish branch at that time, 
and a very successful conference we held there. He has 
also done a lot of active service in connection with the 
Irish branch. 

Mr William Robert Booth is a member of the London 
District Society, and he is also a director of Tate & Lyle 
Ltd, so he comes in as really a nominee on the industrial side 
of the Council. 

Mr Percival Dorton Pascho has been the honorary secre- 
tary of the Devon and Cornwall District Society since its 
inception twenty-one years ago, and he is the present 
Deputy Lord Mayor of Plymouth. 

Mr John William Richardson needs no introduction to a 
meeting of incorporated accountants, who know him as the 
honorary secretary of the Sheffield District Society for 
many, many years, and he has also, of course, been the 
president of that District Society. 

Mr Cecil Harry Sutton is President of the East Anglia 
District Society, and we are very glad to be able to submit 
a nomination for that parti area. 

Mr Robert Clifford Lloyd Thomas haa been a former 
examiner of the Society, and, of course, he is a partner of 
Mr Wilson Bartlett. But for that, of course, he would have 
been recommended to you to come on to the Council many 
years ago. 

Mr Ernest John Waldron is a former president of the 
South of England District Society and a partner of the late 
Mr Fred Woolley, a former president of the Society. 

I move that they be elected to fill the seven vacancies. 

Mr R. A. Witry: I second that resolution. 

THE CHAIRMAN: You now have the resolution before you. 

(The resolution was carried.) 


Remuneration of the Auditors 


THE CHAIRMAN: We come now to the remuneration of the 
auditors, and I will ask Mr Cassleton Elliott to move. 

Mr E. CassLeron ELLIOTT: Mr Chairman, ladies and 

gentlemen, I have pleasure in moving: 

"(OO that the fee of Mr Stanley I. Wallis, Incorporated Account- 
ant, Nottingham, who is willing to continue in office as 
auditor for a further year, be fixed at one hundred and fifty 
pona for such year, travelling expenses to be paid in 
addition; 

"GI that the fee of Mr James A. Allen, Incorporated Accountant, 

ndon, who is willing to continue in office as auditor for 
a further year, be fixed at one hundred and fifty guineas for 

such year.’ 
These increases may appear to you to be somewhat high, 
but 1 can.assure you that the work of the Society has 
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increased 80 neh as I have personally seen, that these 
fees will be well earned. I therefore have very t pleasure 
KE proposing that they be fixed and I would like to couple 


iwith both these resolutions a warm vote of Ee to Mr 
Wallis and Mr Allen for their services to the Society. 

Mr A. Bovo: I am very happy to be at this end of the 
fence at the moment. It is ‘a great privilege to be able to 
second Mr Cassleton €lliott’s resolutions. 

Tae CHAIRMAN: Ladies and gentlemen, the resolutions 
are before you. 
| The resolutions were Se 
HE CHAIRMAN: Ladies and gentlemen, that concludes 
e business of the meeting. I am most grateful to you for 
our attendance. We are very sorry that our President is 
ot with us because we would all wish to pay tribute to him 
on what would have been his last appearance at the end of 
two wonderful years of service to the Society. Thank you 
very much, 


gives me the greatest possible pleasure on your behalf to 
ropose a hearty vote of thanks to our Vice-President, Sir 
ichard Yeabsley, for so ably presiding at our annual 
general meeting this afternoon. We are indeed sorry that 
illness has precluded our President, Mr Bertram Nelson, 
from taking the chair. He has worked very hard indeed for 
our Society during the past years. I am sure that we all wish 
KR he may have a speedy recovery to health and strength. 
Our Vice-President has this afternoon given us a fore- 
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taste of his charm, experience and ability which we have 
no doubt that he will display when he very soon takes charge 
as President. On behalf of the members I again thank you, ` 
Mr Chairman, and wish you every happiness and good 
health in the coming years in office. We know that you will 
carry out your duties with credit to yourself and that you 
will add distinction to our Society. 

(The vote of thanks was carried unammously by acclamation.) 

THe CHAIRMAN: I thank you, Mr Carston, very much for 
what you have said and I thank you, ladies and gentlemen, 
for the way in which you have received the proposition. 
You can well appreciate why I look forward with very Gg 
pleasure to the coming two years, which will be the fulfil- 
Sch of the ambition of a lifetime. That concludes our 

usiness. 


THE INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


The annual meeting of subscribers to the Incorporated 
Accountants’ Benevolent Fund followed the Society’s 
annual general meeting, with Mr A. A. Garrett, M.B.E., M.A. 
a Vice-President of the Fund in the chair, in the absence 
of Sir Frederick Alban, C.B.E., J.P., the President of the 
Fund, who was in Ireland. The sixty-third annual report of 
the trustees for 1955 (reproduced in our issue of May 5th, 


1956) and the accounts, were adopted. 


ir Frederick Alban was re-elected President of the Fund. 


FOR STUDENTS ffe 


| INSTITUTE RECOMMENDATIONS 
| No. X. The Valuation of Stock-in-trade 


ecommendation X of The Institute of Chartered 

ccountants in England and Wales was published on 
June 15th, 1945. 

The foreword notes that stock-in-trade is usually 
deg at the lower of cost or market value, and that 
since inconsistency in the method of valuing stock-in- 
trade may have a material effect on the valuation of a 
business based on earning capacity, it is desirable that 
the terms ‘cost’ and ‘market value’ should be clearly 
understood. Five separate concepts of cost are then 
detailed as follows: 
| (1) Unit cost. Under this basis, each unit of stock i is 
values at its individual cost. 

(2) First-in-first-out. This basis assumes that the 
Zeg sold at any given time are those which have been 
longest on hand, and, therefore, the stock represents 
fhe latest purchases. 

(3) Average cost. This basis adopts as the cost of 
stock the average of the stock over a given period, so 
that the actual individual values may not coincide 
with any specific purchasing price. 

' (4) Standard cost. This basis entails valuing stock 
at a predetermined cost, which again may not coincide 
with any specific actual cost. 
| (5) Adjusted selling price. Under this basis an esti- 
mated cost is obtained by valuing stock at current 
selling prices and deducting therefrom an amount 
equivalent ro the normal profit margin and the esti- 
mated cost of sale. 
| Two other methods of stock valuation sometimes 
encountered, the foreword remarks, are the ‘base stock’ 
and ‘Jast-in-first-out’ methods which have only limited 
application. 

| The term ‘market value’ is then interpreted as being 
either the price at which it is estimated the stock can 


be realized after allowing for all expenditure to be 
incurred before sale, or the cost of replacing the stock 
at the accounting date. In other words, market value 
may be the market selling value or the market buying 
value. 

The recommendation is to the effect that: 

(1) The basis of valuation should be at the lower of 
cost or market value. 

(2) Cost should be calculated on a basis which will 
show a fair view of the trend of results of the business. 
If overhead expenditure is included in this valuation, 
it should be restricted to such expenditure as has been 
incurred in bringing the stock-in-trade to its existing 
condition and location. Stocks of by-products Should 
be valued at selling price less cost of sales, and the cost 
of the main product reduced correspondingly. 

(3) Market value should be calculated by reference to 
the estimated selling price less the cost of sales; and 
due regard paid to abnormal or obsolete stocks, the 
trend of the market and the prospects of disposal. 

(4) It is quite proper and prudent to take each item 
of stock individually and value it at the basis of the 
lower of cost or market value. 

(5) Where goods have been purchased forward and 
are not the subject of forward sales, provision should 
be made, if necessary, for the excess of purchase price 
over the market value. 

(6) Consistency should be observed in the basis 
adopted for stock valuation. Any reduction in stock 
values in excess of the provisions outlined in these 
recommendations is a reserve and not a provision. 


PARTNERSHIP LAW 
Limited Partnerships 


Limited partnerships are today seldom encountered 
outside the examination hall, but for that reason alone 
candidates for examinations in partnership law’ should 
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be acquainted with the provisions of the Limited 
Partnerships Act, 1907. 

A limited partnership is one in which there is one 
(or more) ‘general’ partner and one (or more) ‘limited’ 
partner. Such partnerships must be registered at Bush 
House, Strand, London, WCz, in a similar manner to 
the registration required under the Registration of 
Business Names Act, 1916. (Naturally, the particulars 
to be registered vary slightly.) 

A limited partner is one who contributes to the firm 
a specified amount of money or property. In the event 
of the failure of the firm, he is not liable for any 
amount in excess of the agreed sum; if he has with- 
drawn any of this sum, he is liable to repay it to the 
firm. The general partner(s) must still remain liable 
to the full extent of their private wealth. 

If the limited partner takes any active part i in the 
management of the firm he will lose the protection of 
his limited liability: he is, however, permitted to 
‘advise’ the general partners. He is also entitled to 
inspect the books of account. 

The assignment of a limited partner’s interest to a 
third party will constitute a change in the partrership, 
and the assignee will become a limited partner in the 
place of the assignor. Such an assignment must be 
gazetted before it becomes effective. 

Failure to register a limited partnership will render 
` fhe limited partner(s) liable as general partner(s). 


TAXATION 
Inland Revenue Organization 


Whilst most readers will be aware of the existence of 
district inspectors of taxes, and it is generally known 
that there is some senior body of the Inland Revenue 
at Somerset House, few students appear to have much 
knowledge of the precise organization of the Inland 
Revenue Department. The Civil Service, by reason of 
the complex nature of its work, is not noted for simple 
organizations, but the Inland Revenue Department has 
a fairly straightforward organization, a short descrip- 
tion of which, it is thought, will be of interest to 


reade 
~ Board of Inland Revenue 


The Inland Revenue Department constitutes a Sart 
of H.M. Treasury, and the administration of Inland 
Revenue is delegated to the Board of Inland Revenue, 
consisting of seven persons who are appointed by the 
Crown. The Board of Inland Revenue constitutes the 
most senior body of the Inland Revenue organization, 
and, effectively, the only person superior to the Board 
of Inland Revenue is the Chancellor of the Ex- 


chequer. 
The Secretary’s Office 

The office of the Secretary to the Board is subdivided 
into four divisions: Stamps and Taxes, Establishments, 
Statistics and Intelligence, and Assessments. The 
nature of the work of these four divisions is apparent 
from their titles, as the first administers Inland 
Revenue duties, the second all personnel matters, the 
third statistical work, whilst the fourth division is a 
centralized body which deals with arrears of tax which 
cannot be dealt with locally and also with such matters 
as land tax and corporation duty. 


Office of the Chief Inspector of Taxes 
This branch embraces all the inspectorate and their 
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subordinate staff. It has headquarters in London and 
in certain provinces; for example, claims are dealt 
with by a Chief Inspector of Claims at Liverpool. 
There are some 660 local tax offices throughout the 
country, and a district inspector of taxes is located 
at each such office. It is-usual to find additional 
inspectors of taxes appointed toethese district offices 
to assist the district inspector. The district offices 
deal with correspondence and negotiations generally 
with the public and with taxpayers’ representatives, 
including accountants. The headquarters staff co- 
ordinate and direct the work of these district offices 
and are available for advice to the district inspectors. 


Accountant- and Comptroller-General 


The Accountant- and Comptroller-General is the chief 
cashier responsible for the collection of direct taxes. 
The collection of income tax and land tax is usually 
effected through the local Collectors of Taxes. (These, 
by tradition, never have their offices in the same build- 
ings as the District Inspectors of Taxes responsible 
for the assessments on which they are collecting the 
tax. This may be described as a measure of internal 
check!) Profits tax and excess profits levy are collected 
by the Accountant-General’s department, which is 
situated at Worthing, Sussex. 


Special Commissioners of Income Tax 

The Special Commissioners deal with the administra- 
tion of surtax and also have certain responsibilities in 
connection with income tax -—- e.g. on the election of 
the taxpayer, they may make income tax assessments 
and hear appeals against assessments. Communica- 
tions with the Special Commissioners are addressed 
to the Clerk to the Special Commissioners, who is also 
the Inspector of Foreign Dividends and deals with 
matters arising from double taxation agreements. 


Estate Duty Offices 


Estate Duty Offices in London and Edinburgh deal 
with the assessment and collection of estate duty. 


Office of the Controller of Stamps 
The Controller of Stamps deals with the assessment 
of stamp duties in England and Wales and adjudicates 
upon the stamp duties payable. There is a head office 
in London and fifteen local stamp offices throughout 
the country. 


Office of the Director of Stamping 
The office of the Director of Stamping deals with the 
actual stamping of documents and collection of the 
stamp duty. 


Inland Revenue Solicitors’ Offices 
In London and Edinburgh solicitors’ offices are 
attached to the headquarters, and these offices deal 
with legal matters arising from the administration of 
the various taxes. They are employed in law suits and 
may also conduct legal proceedings in cases of a 
criminal nature. 


Comptroller of Stamps and Taxes 
The Comptroller of Stamps and Taxes is a Scottish 
appointment and performs the same functions as those 
of the stamps and taxes division of the Secretary’s 
Office, the Accountant- and Comptroller-General, the 
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Controller of Stamps and the Director of Stamping 
in England. The headquarters are in Edinburgh and 
Ithere are several local offices throughout Scotland. 


Valuation Office 


|The Inland Revenue Valuation Office deals with the 
‘valuation of property which is now intended to be a 
common valuation both for the purposes of Schedule A 
and local rates. There are many local branches of the 
{Valuation Office throughout the country. 


EXECUTORSHIP 


; Appointment of Executors 
An executor may be appointed in one of three ways: 


(1) Expressly, by being so named in a will or codicil. 

(2) Impliedly, by being requested in the will or 
codicil to carry out such functions as are normally 
performed by an executor. 

(3) By appointment, where the will or codicil 
authorizes a third party to appoint a suitable 
person as executor. 


A will has no legal effect until the death of the 
testator, hence the nomination of certain persons as 
executors of a particular will may be overridden by a 
subsequent codicil, which, in turn, may be itself 
ia by a codicil. 
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Relatives of the deceased may and frequently are 
appointed executors, and there is no legal objection 
to the executor receiving a benefit under the will. 
(Beneficiaries forfeit legacies only when they witness 
the testator’s signature to the will.) Unless the will 
(or a codicil) authorizes the executor to charge for his 
work (or, which is the same, grants him a legacy) the 
executor has no legal claim to any remuneration for 
acting. This is so even though the executor may be a 
professional man (e.g. accountant, solicitor) and 
carries out professional work in the course of his 
duties as an executor. However, he is not obliged to 
carry out any work which requires specialized know- 
ledge, and in such a case he may himself engage 
another professional man. 

The exception to the ‘no fees’ rule arises where the 
executor is a trust corporation or the Public Trustee. 
In such cases, normal scale remuneration may be 
charged,. even though not specifically authorized by 
the will. This position has largely arisen from practice, 
but even today a trust corporation would be unlikely 
to carry out the duties of an executor unless it was 
specifically authorized by the wil] to charge for its 
services, or it had been so authorized by the Court. 

An executor is never obliged to accept a nominated 
appointment, but if he does accept, he must carry 
out the full duties of an executoreunless his appoint- 
ment is specially limited. 


IN PARLIAMENT 


Accounting and Stock-taking Methods: 
Inquiry 


Mr E. JOHNSON asked the Secretary of State for War 
what progress is being made with the inquiry being 
conducted by his department with a view to improv- 
ing stock-taking methods in the Army and eliminating 
accounting errors; and if he will make a statement. 

| Mr F. MacLean: This i inquiry has involved much 
detailed i investigation, and an extensive programme of 
visits to depots to examine the practical difficulties of 
storehouse organization, accounting and stock-taking 
methods. The conclusions to be drawn from this 
examination and proposals for improving existing 
methods are now being worked out. 

: Hansard, May 15th, 1956. Oral Answers. Col. 1830. 


Investment Allowance: Fuel-saving Plant 


Colonel Lancaster asked the Chancellor of the 
Exchequer to list the fuel-saving plant which he 
proposes should qualify for investment allowance. 
H. MACMILLAN: I have it in mind that when 
the Finance Bill becomes law, the following plant 
should be prescribed: 
(2) Mechanical firing equipment for solid fuel. 

(a) Sprinkler, spreader, coking, underfeed, chain-grate, 
travelling grate and ram type mechanical stokers; 

, (6) pulverized fuel burners; 


i ©) solid fuel elevators, conveyors, bunkers, and hoppers, 
pulverizing mulls, ash skipg, hoists and conveyors, installed 
às a necessary part of a mechanical stoker or pulverized fuel 
burning installation. 


(2) Oil firing equipment. 

(a) Fully automatic, semi-automatic and hand-controlled 
oil burners of the following types: pressure jet, high pressure, 
low pressure, and medium pressure air burners; steam 
atomizing burners; rotary cup and vaporizing burners; 

(b) oil storage tanks, service tanks and tank gauges, ser- 
vice piping, tracer lines, oil cut-off valves, oil filters and oil 

umps, installed as a necessary part of an oil-burning instal- 
tion. 


(3) Back pressure engines and turbines. 
(a) Engines or turbines which discharge the whole of 
their exhaust vapours to process steam or heating systems, 
(b) electrical alternators and generators, switchgear, 
steam driers, steam make-up valves, superheaters and de- 
superheaters, installed as a necessary part of a back pressure 
installation. 


(4) Waste heat recovery equipmen 
_ (a) Flue gas feed-water economizers; 
(b) waste heat boilers for producing steam or hot water; 
(c) heat exchangers and recuperators which recover heat 
from hot waste gases, vapours or liquids for heating other 
gases or liquids; 
(d) air pre-heaters which recover heat from hot waste 
gases for heating air for combustion purposes. 


(5) Feed-water treatment plant. 
Feed-water treatment plant forming part of a steam boiler 
installation. 


(6) Control equipment. 

(a) Devices for automatically controlling the production 
and distribution of heat, namely, automatic combustion 
regulators, automatic dampers, thermostats, pressure 
switches, time switches, boiler water level controls, gas 
pressure governors; 

(b) indicating and recording instruments affixed to boiler 
or furnace installations, namely, CO, indicators or recorders, 
draught gauges, flue gas temperature pyrometers, steam 
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meters, boiler feed water meters, smoke density alarms, 
indicators and recorders; 

(c) devices for assisting the control of combustion in 
boilers and furnaces, namely, forced draught fans and in- 
duced draught fans, smoke eliminating doors and fittings 
‘of the types so far developed by the Fuel Research Station. 

ee May 16th, 1956. Written Answers. Col. 
176, 


Teachers: Tax Allowances . 


Mr Gower asked the Chancellor of the Exchequer 
if he will take steps to enable members of the teaching 
profession to be granted appropriate tax concessions 
in respect of books and journals needed and purchased 
by them on terms similar to concessions made to 
members of all other professions. 

Mr H. Brooke: The same expenses rules applies to 
teachers as to other employees assessable under 
Schedule E. My night hon. friend is not Proposing 
any change in this position. 


Hansard, May 17th, 1956. Oral Answers. “Col. 
2199. 
Personal Incomes ` a 
Mr McKay asked the Chancellor of the Exchequer 
the balance of income left after income tax and surtax 
fo a single man, a married man, and a married man 
with two children on incomes of £400, £1,000, £2,000, 
£3,000, £4,000, and £5,000 respectively, in 1938, and 
in 1955-56. 

Mr H. MACMILLAN: The figures are given in the 
following table: 
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Net income after 
Income Tax and 


Surtax 
Gross income (all earned) 
At At 
1938-39 | 1955-56 
rates* rates 
Single man — £ £ 
Lang n.. e Se D 365 367 
£1,000 833 789 
£2,000 1,586 1,458 
£3,000 2,249 1,923 
£4,000 2,864 2,323 
£5,000 3424 2,673 
Married man ae ee — 
£400 387 391 
£1,000 855 831 
£2,000 1,608 1,501 
£3,000 2,271 1,966 
£4,000 2,886 2,366 
£5,000 e Ss 3,446 2,716 
Married man itt children) — 
£400 398 400 
£1,000 888 915 
£2,000 1,641 1,586 
£3,000 2,304 2,051 
£4,000 2,919 2,451 
£5,000 3,479 2,801 


* Income tax for 1938-39 and surtax for 1937—-38,.as fixed 
by the Finance Act, 1938. 


Hansard, May 17th, 1956. Written Answers. Col. 
184, 


NOTES AND NOTICES 


Personal 


Messrs A. H. Knicut & Co, Chartered Accountants, 
of 5 Lansdowne Road, Croydon, Surrey, announce 
that Mr A. Henry KNIGHT, F.c.A., has retired from 
the practice as from March 31st, 1956. The practice 
will be continued in the same name by Mr R. 
CROSFIELD HARRIS, M.A., F.C.A. 


Professional Notes 


Mr Basil J. Munyard, B.COM., F.R.ECON.S., A.C.A., 
A.C.W.A., has been appointed financial controller of 
O. & M. Kleemann Ltd and its subsidiary companies. 

Mr A. M. Parsons, A.C.A., will be relinquishing his 
post as secretary of Smith’s Dock Co Ltd, North 
Shields, at the end of May to join the Esso Petroleum 
Co Ltd in London, He will be succeeded by Mr J. M. 
Jardine, CA, at present secretary of Blackburn 
(Dumbarton) Ltd. 

Mr G. R. B. MacGill, GA, has been appointed 
general manager of the Cumbernauld Development 
Corporation. The new town of Cumbernauld, outside 
Glasgow, is designed to have an ultimate population 
of 50,000. 

Mr J. G. S. Gammell, M.B.E., C.A., has been 
appointed a director of The General Stockholders 
Investment Trust Ltd. 


The Nottingham Society of Chartered 
Accountants 


At the annual meeting of the Nottingham Society of 
Chartered Accountants, held on May 4th, the follow- 
ing officers were elected for 1956-57: 

President: Mr C. L. O’Callaghan, a.c.a. 

Vice-President: Mr R. W. Cox, F.c.a. 

Hon. Secretary and Treasurer: Mr T. Ashton, F.c.A., Park 

House, Friar Lane, Nottingham. 

The report of the committee for 1955, presented 
at the meeting, records a small increase in the number 
of members during the year, bringing the total 
membership to 246. 

Four luncheon meetings, which proved to be very 
popular with members, were held at The Victoria 
Station Hotel, when addresses were given by guest 
speakers. The Society’s Students’ Tuition Scheme 
continued to hold classes on Saturday mornings, 
ninety-nine articled clerks being enrolled for the 
session of six months ended in May and 125 for the 
session ended in November. 

The fourth annual report of the Society’ s Derby 
Branch records an active year, during which three 
lecture meetings and a luncheon meeting were held. 
There was also a very successful function at The 
Midland Hotel, Derby, to celebrate the seventy-fifth 
anniversary of the Institute. 
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Chartered Accountants’ Golfing Society 


The fifty-seventh annual meeting of the Chartered 
Accountants’ Golfing Society was held at The 
Guilford Hotel, Sandwich, on Saturday, May sth. 
The accounts to March 31st, 1956, were received and 
adopted and the fallowing elections were made: 

President: Mr J. B. Pittrnan, F.C.A. 

Vice-Presidents: Mr L. R. Eleombe, F.c.a., C. E. M. 
Emmerson, F.c.A., D. V. House, F.c.a, L. E. Parsons, 
F.C.A., R. J. Pigott, F.C.A. 

Captain: Mr H. Lemmon, F.c.A. 

Vice-Captain: Mr C. I. Steen, 7.c.a. 

Hon, ce and Treasurer: Mr D. V. House, F.c.a. 

Hon. Match Secretary: Mr J. B. P. Williamson, F.c.a. 

The retiring members of the committee, Messrs R.. D. 
Henderson, B.A., F.c.A., and A. D. Walker, F.c.a., were re- 
elected. 

Mr J. S. Hyland, F.C.A., was re-appointed Hon. Auditor. 

Competitions were played in delightful weather 
and surroundings on Prince’s Golf Course, on 
‘Saturday morning and afternoon and Sunday 
morning. Forty-two members took part and the 
leading scores and prize winners were as follows: 


SATURDAY 
Stableford Singles 
W. B. Henderson (8) 27+ 7 =34 points 
Wins Captain’s Prize 
Ernest Cooper Prize 
Scratch Prize 
I. S. Johnson (12) 23 +104 =33} ,, 
Wins second prize also prize for five hidden holes. 
P. Wand d 23+ 9% = 324 ge 
T. R. T. Bucknill 11) 22+ 9 = 31% i 
D. V. Littlejohn 15) 18+ 134 = 31t dë 
H. W. Pitt 9 23 + 74 = 30% H 
C. M. Daniel 7) 23+ 64 = 294 ei 
C. C. Living (16) 15 +14 =.29 e 
W. E. Parker d 19 + 9 es 284 2 
R. Stephens II 19 + of = 28$ 5 
Two-ball Foursomes (Points scoring) points 
B. F. Emmerson (12) and R. D. Henderson (8) 28 
Win frst prize. 
I. S. Johnson (12) and S. B. Pendock (16) 26 
Win second prize on best score over last 11 holes. 
| C. M. Daniel (7) and W. O. Newcomb (5) 26 
J. Clayton (7) and H. E. Harden (9) 26 
R. A. Daniel (9) and H Lemmon (9) 26 


H. G. J. Foulger (14) and M. Stuart-Smith (r0) 24 
H. J. Finden-Crofts (16) and J. C. Powell (15) 24 
R. E. Breakell (11) and R. Stephens (11) 24, 


SUNDAY 
Two-ball Foursomes (Stableford scoring) 
M. Stuart-Smith (10) and B. F. Emmerson (12) 
24+9§=—338 
W. O. Newcomb (5) and I. S. Johnson (12) 
25+°7 Ys =32 is 
H. E. Harden (9) and T. R. T. Bucknill (11) 
23+83=312 
A. L. Bersey (14) and J. C. Powell a 
KEE TE 
' PH Blandy (18) and R. A. Daniel (9) 
19 +11 B =304f 
A. W. Coleman (14) and W. B. Henderson (8) 
19+9 La 
P. Wand (11) and D. V. Littlejohn (15) 
17+ 11$—28}4 
J. F. Parker (13) and W. J. Leeming (13) 
16-+114=27} 
Membership of the Society is open to members 
of The Institute of Chartered Accountants in 
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England and Wales and their articled clerks. 

Applications to join should be made to the Hon. 
Secretary, Mr D. V. House, Dashwood House, 69 
Old Broad Street, EC2, and the subscriptions in 
force are: 


Annual .. 10s 

" Five years £2 2s 
Ten years £4 4s 
Life subscription £5 5s 


Incorporated Accountants’ Course 
GONVILLE AND CAIUS COLLEGE, CAMBRIDGE 
The Society of Incorporated Accountants has 
arranged for the 1956 residential course for members 
to be held at Gonville and Caius College, Cambridge, 
from Thursday evening, September z2oth, until 
Tuesday morning, September 25th. The tentative 


programme is as follows: 
Thursday, September 20th (Afternoon and evening): 


_ Assembly of course and first meeting of discussion groups. 


Friday, September 23st: 

(Morning) Paper I — “The Finance Act, 1956’. 

(Afternoon) Paper II — ‘Some factors affecting business 
decisions’, by Prof. C. F. Carter, M.A., 
Queen’s University, Belfast. 

(Evening) Discussion on problems of professional ethies 
and etiquette, led by members of the 
course committee. 

Saturday, September 22nd: 

(Morning) Paper III- “The application of electronics 
to accounting’. Discussion led by Mr 
TR e M.A., B.8C., Mr D. W. 
E , A.C.A and Mr W. W. Fea, 


B.A., A.C.A. 
Geer Paper TV — “The contribution of accounting 
to business planning’, by Mr W. F. 
Edwards, F3.AA. (a mémber of the 
). 


Council 
Sunday, September 23rd: 
(Morning) Service in Caius nee Chapel. 
(Evening pace of value’. Address by the Rev. 
S. Bezzant, B.D., Dean of St John’s 
Bes 
Monday, September 24th: e 


(Morning) Paper V — ‘Valuation of shares of private 
companies for estate duty purposes’, by 
Mr J. A. Jackson, F.C,A., F.8.A.A. (member 
of the Council). 

(Afternoon) Paper VI- “The reconstruction of com- 
panies’, by Prof. G. A. Grove, LL.M. 


(Evening) Guest Night dinner. 
Tuesday, y, tember 25th: 
(Morning) Course disperses. 


A short introductory film on electronic accounting 
will be shown in London on the afternoon of Thurs- 
day, September zoth, for members of the course who 
wish to see it. Copies of all the papers to be presented 
will be sent to members attending before the course 
opens. The inclusive charge for the.course will be 
£10 tor od and the closing date for applications, 
which should be addressed to the Secretary of the 
Society, is Friday, June 29th, 1956. 


Export Credits Guarantee Department 
As from May 21st the headquarters’ address of the 
Export Credits Guarantee Department is 59 Gresham 
Street, London, EC2. (Monarch 6699.) i 
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Chartered Accountants’ Lodge No. 3162 
At the installation meeting at The Piccadilly Hotel, 
Regent Street, London, W1, on Wednesday May gth, 
1956, W. Bro. Stanley Todhunter Milner was installed 
in the chair by W. Bro. Frederic Clive de Paula, T.D. 

The officers appointed were: 

W. Bro. Frederic Clive de Paula, T.D., JA: W. Bro. 
M. C. Rhodes, P.P.G.STD., S.W.: W. Bro. Rodway 
Stephens, L.G.R., PA, J.W.; W. Bro. H. M. Hawthorne, 
L.G.R., PM; Treasurer: V. W. Bro. Geoffrey Bostock, 
P.G. TREAS., P.M., Secretary; W 
L.G.R., P.M., DC: Bro. J. 


P.M., Organist; Bro. W. H. Parton, I.G; Bro. K. S. 
Carmichael, Steward; W. Bro. R. H. Truelove, Tyler. 

‘Amongst those present were: V.W. Bro. H. A. R. J. 
Wilson, P.G.TREAS., P.P.G.w. (Middx.); W. Bro. W. F. 
Edwards, w.M., Incorporated Accountants’ Lodge; W. 
Bro. A. J. Laver, w.M. Semper Vigilans Lodge; W. Bro. 
W. G. Campbell, Lon, PA: W. Bro. Wallace Hepburn, 
L.G.R. 


Oxford University Appointments Committee 
The invaluable work of the Oxford University 
Appointments Committee continued in 1955 for the 
sixty-fourth year and the annual report shows that 
total registrations, including the carry-over from 1954 
of 1,263, numbered 2,721. 

“Over 8,000 vacancies were notified by employers, 
of which 4,654 were for men with scientific qualifi- 
cations. In the previous year, 5,326 vacancies were 
recorded, 2,769 being for posts requiring scientific 
qualifications. ‘The demand for arts men for industry 
and commerce resumed its upward trend with a 
20 per cent increase. 


The East Anglian Chartered Accountants’ 

Students’ Association 

The annual meeting of the East Anglian Chartered 

Accountants’ Students’ Association was held at 

Norwich on May 16th. The report of the committee 

for the year 1955, together with the accounts, were 

presented, and the Secretary reported that the 

student members now numbered 113. 

During the year 1955, three day-lecture meetings 
were arranged at Norwich, Cambridge and Ipswich. 
It was felt that these lectures had been very success- 
ful, but the committee would still like to see better 
attendances. The committee was also pleased to note 
that a monthly luncheon club for students had been 
formed in Norwich as a private venture. 

The thanks of all those present at the annual 
meeting were expressed to the retiring officers and 
committee, and in particular to Mr H. Robinson, 
F.C.A.. who had done very valuable work for the 
atudents in arranging a most successful tuition course 
at Norwich in March 1955. 
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The following officers were elected for the ensuing 
year: 

President: Mr H. Robinson, F.c.a. 

Vice-President: Mr G. S. H. Dicker, M.B.E., T.D., F.C.A. 

Hon. Secretary: Mr R. H. Pearson, c/o Martin & Acock, 

69 London Street, Norwich. 
Hon. Treasurer: Mr A. F. Wilcox e 
Hon. Auditors: Mr A. J. Davis, Mr R. M. Morritt. 


The Chartered Accountants’ Students’ Society 
of Kingston upon Hull 


At the fifty-seventh annual meeting of the Chartered 
Accountants’ Students’ Society of Kingston upon 
Hull, held on May 4th, the following officers were 
elected for the ensuing year: 
President: Mr J. Palmer, A.C.A. 
Immediate Past President: Mr H. G. Sergeant, A.C.A. 
Vice-Presidents: Messrs E. G. Chadwick, a.c.a., R. H. 
Chapman, a.c.a., N. R. Cowling, a.c.a., N. S, 
Staveley, A.C.A., R. M. Strachan, A.C.A. 
Committee: Mesara R. NM. Gibson, F. Moss, J. M. Ward, 
M. K. Zivanaris. 
Hon. Secretary: Mr J. M. Young, c/o Messrs Carlill, 
Burkinshaw & Ferguson, 2 Parliament Street, Kingston 


upon Hull. 

Hon. Treasurer: Mr P. A. Robins. 

Hon, Auditor: Mr D. B. Hargreave. A.C.A. 
Hon. Librarian: Mr R. S. Scott. 


The Oxford Chartered Accountant 
Students’ Society 


The report for 1955 of the committee of the Oxford 
Chartered Accountant Students’ Society shows that 
membership at the year-end numbered seventy-eight, 
a small decrease on that of the previous year. 

A series of seven lecture meetings and a debate 


"were held during 1955 in conjunction with the 


Incorporated Accountant Students’ Society and were - 
quite well attended. Other activities included a visit 
by a party of members to the London Stock Exchange 
and Law Courts in October, while twelve members 
were able to take advantage of the invitation of the 
London Students’ Society to attend, on a non-resi- 
dential basis, their course held at University College, 
Oxford. The annual dance was again a success, while 
at 8 T tennis and cricket matches were played. 
he following officers and other members of the 

committee have been elected for the year 1956-57: 

President: Mr H. Tonge, F.C.A. 

Immediate Past President: Mr W. W. Howarth, F.c.a. 

Vice-President: Mr W. E. C. Offer, F.C.A. 

Hon. Secretary: Mr D. K. Haddleton, c/o Messrs 
Thornton & Thornton, 8 King Edward Street, Oxford. 

Hon. Treasurer: Mr D. $. G. Holton. 

Hon. Librarian: Mr G. Broadley. 

Hon. Asst. Secretary: Mr G. T. Windows. 

Other Members of the Committee: Messrs H. J. Impey, 
F.C.A., R. G. Bell, B. Billings, R. A. Wilkinson. 

Hon, Auditors: Messrs J. F. Ray, ¥.c.a., and D. H Jenkins. 
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The Association of Certified and 
Corporate Accountants 


HULL AND DISTRICT SOCIETY 


At the thirtieth annual general meeting of the Hull 
iand District Society of The Association of Certified 
and Corporate AccSuntants, held at The Royal Station 
Hotel, Hull, on May 11th, the following officers were 
elected for the ensuing year: 
President: Mr H. W. Young, A.A.C.C.A. 
Vice-President: Mr G. N. Gillingwater, F.A.C.C.A., A.8.A.A, 
Hon. Auditor: Mr R. V. F. Taylor, F.A.C.C.A., A.8.A.A. 
Hon. Secretary and Treasurer: Mr R. D. M. Parry, 
A.A.C.C.A., F.C.1.8., 65 Fairfield Avenue, Kirkella, E. Yorks. 
Hon. Students’ Secretary: Mr R. K. Dalton, A.a.c.c.a. 
Elected to Local Executive Committee: Messrs R. K. Dalton, 
A.A.C.C.A., E. Edwards, M.B.E., A.A.C.C.A, G. H. Elliott, 
A.A.C.C.A., R. A. Moody, A.A.C.C.A., A. F. Samuel, A.A.C.C.A., 
IAC.LB., A.I.M.T.A., and P. Windas, F.A.C.C.A., F.T.LI. 
Elected to Students’ Committee: Messrs F. E. Bird, J. R. 
Ke ater, G. M. Hammond, T. Houchen, G. Leng, 
B. H. Nunn, B. S. Tong, S. Tupling, J. P. Wilson. 


SHEFFIELD AND DISTRICT STUDENTS’ SOCIETY 


The Sheffield and District Students’ Society held a 
successful week-end school at The Ashover Country 
Hotel, Ashover, Derbyshire, from May 4th to 6th. 
As at past schools, Mr V. S. Hockley, B.COM., C.A., 
IAA.C.CA., acted as director of studies. 


The Northern Chartered Accountant 
Students’ Society 


The report for 1955 of the committee of the Northern 
,Chartered Accountant Students’ Society records 
‘membership at the year-end at 420, the same total 
as in the previous year. 

| An extensive programme of lecture meetings was 
held during 1955, but the highlight of the year was 
‘the fifth annual residential course which took place 
‘at University College, Durham, over three days in 
April. The course was divided into Final and Inter- 
mediate classes and the high standard of previous 

ears was well maintained. 

The following officers and committee were elected 
at the Society’s forty-first annual meeting: 

President: Mr T. C. Squance, opp. T-D., D.L., B.A., F.C.A. 

Chairman: Mr P. D. Partridge, B.COM., A.C.A. 

Vice-Chairman: Mr S. H. Reilly. 

Hon. Secretary: Mr B. H. Newton, c/o Percy F. Ward & 
Co, 26 Eslington Terrace, Newcastle upon Tyne, 2. 

Hon. Treasurer: Mr G. Murrin. 

Committee: Messrs R. P. Winter, M.C., T.D., D.L., F.C.A. 
(ex officio), R. K. Dotchin, F.c.a. (ex oficto), R. J. Churchill, 
M.A., A.C.A; F. S. Thompson, ¥.c.a.; J. A. Wardropper, 
B.A., A.C.A; J. D. Brown, M. Harris, J. W. Jamieson; J. F. 
Mossop, W. F. Partridge; K. Patterson; G. Whitehead. 

Hon. Auditors: Messrs K. Alderdice, A.C.A., C. Rochester. 
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International Fiscal Association 


This Association holds an annual competition for a 
prize, presented by Mr Mitchell B. Carroll, formerly 
President of the Fiscal Community of the League of 
Nations, for a thesis limited to 3,000 words. The 
subject this year is “The influence in tax law of 
domicile, residence and nationality’, and the closing 
date is July 31st. Application for further details 
should be made to the honorary secretary of the 
United Kingdom Branch, Mr N. D. Ashley, of 


1 Harcourt Buildings, London, EC4. 


An Accountant’s Crossword: Solution 


The solution to ‘An Accountant’s Crossword’, pub- 
lished in last week’s issue, is as follows: 





Our Weekly Problem 
No. 120: TICKING IN COLOUR 


Coloured ink was used by Mr L. U. Sidate’s staff. 
Each week Charles took either a magenta or a green 
ink-pot, the other being left in the office for others 
to use. Charles and his staff used twice as much as the 
others. At the end of the half-year (twenty-six weeks) 
the magenta ink-pot had 20 per cent left in it and the 
green ink-pot one-half. 
For how many weeks did Charles use green ink? 


The answer will be published next week. 


ANSWER TO No. 119: CONVERSATION PEACE 

Since Roger is always available, a lunch with Charles will 
always be followed by a lunch with Roger. Since Charles is 
available two times in three, a lunch with Roger will be 
followed by a lunch with Charles two times in three and a 
lunch alone once in three, and a lunch alone will be followed 
by a lunch with Charles two times in three and a lunch 
with Roger once in three. 

.. lunches with Roger = lunches with Charles + A x 
lunches alone, and lunches alone = A X lunches with Roger 

.. lunches with Charles = 23 lunches alone 

.. Total lunches = (2f -+ 3- 1) X lunches alone 

== 2 X lunches alone 
Mr Sidate will lunch alone three times in every twenty. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant op May 28TH, 1881 
Extract from leading article entitled 
i THE GOVERNMENT BANKRUPTCY BILL (rm 


The remuneration provided by the first schedule’ 


to the Bill is of course condemned as wholly inade- 
quate, and as rendering it practically impossible that 
accountants of any position should undertake bank- 
ruptcy business. The Council, [of the Institute] 
moreover, consider that creditors or their committees 
are the best judges of what the trustee’s remuneration 
should be: and they add that should it be 
_ desired to limit the discretion of creditors and 
committees in this matter, a proper basis would 
be a commission on the assets realized, giving the 
Board of Trade power to vary the remuneration in 


OFFICIAL NOTICES 
The Leverbulme Trust 


RESEARCH SCHOLARSHIP IN MANAGEMENT ACCOUNTING 
Applications are invited for a LEVERHULME SCHOLAR- 
SHIP IN AGEMENT ACCOUNTING. The value of the scholarship 
will be not less than £2,000 and it will be awarded for one year. 
The Trustees will also rejmburse the scholar appointed for the cost 

on travelling necessarily undertaken in the course of his work. 
purpose of this scholarship is to explore what further 
contribution accounting can make to the improvement of industrial 
and comme management. For this purpose, the scholar will 
be required to make a close study of particular aspects — selected 
by himself — of managerial control and of ES techniques 
and practices which are, or could be advantageously associated 


with that control. Arrangements will be made de ty e Trustees 
for or foray guidance and direction d the tenure of the 
hip, and at the end of the year the acholar will be required 


e present a theais suitable for publication. 

Applicants should be British born subjects normally resident 
in the United om and, preferably, not more than 35 years 
of age. They should hold a recognized qualification in accounting 
and have bad a wide professional sa ooh at including work of 
an advisory nature from which they have been able to obtain an 
appreciation of the problems of ope ranog management, or n 
experience of accounting in an indus or commercial 

Applications must be made on Form MAI obtainable Fam 
The Secretary, Leverhulme Research Awards, St Bridget’ s 
House, Bridewell Place, London, EC4. The closing date is 
August ptt, st, 1956, and applicants should be available for inter- 
view in London in September/October. 





Royal Burgh of Forfar 


TOWN 

Applications are invited from suitably qualified persons for 
arpan ointment as Town CHAMBERLAIN of the Royal Burgh of 

rfar. The duties will include those of Collector of Rates and 
ree others as the Town Council may allocate. Salary in range ‘A’ 

the Scheme of Salaries of the Joint Negouating Committee 
for Chief Officiala of Local Authorities (Scotland) Sith placin , 
according to qualifications and experience, within the 
EEN 100, The post is superannuable. The Council will, if 

rovide a Geh at a normal rent. Applications, stating 

age, 4 cations and ience, with the names and ad 

three GE should be lodged with the subscriber not later 
than June 15th, 1 J. W. CHALMERS, 
Town Clerk’s Town Clerk. 


co, 
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cases where the commission exceeds ten per cent. 
Touching the subject of taxation, the Council point 
out that the time scale fixed by the present rules and 
orders, viz., £2 2s. per day of eight hours for princi- 
pal’s time, £1 1s, per day for chief clerk’s time, and 
tos. 6d. to 153. per day for other clerks’ time, is 
in many cases below the amount Baid by accountants 
to their clerks as salary, to say nothing as to office 
rent and expenses, Such a pee may suffice for the 
preparation of statements in very small cases, but in 
those where the employment of skilled clerks. is 
necessary, it is totally inadequate. As for the question 
of security, it is pointed out that it would in many 
cases be impossible for a trustee to give security in 
respect of each estate to which he is appointed, as 
the aggregate amount passing through his hands might 
amount to millions. . 


City of Cardiff Education Committee 
College of Technology and Commerce 


(Principal: A. HARVEY, PH.D., B.3C., F.IN8T.P.) 
Assistant LECTURER IN ACCOUNTANCY 

Applicants should be members of at least one professicnal 
Accountancy body. The succeasful applicant will be required to 
teach Accountancy to the Intermediate and Final eet of 
Accountancy and Secretarial Professional Association. Ability to 
assist in teaching Costing, Taxation and Auditing would be an 
dën Good business or professional experience would be an 
Bayan 

The mi salary payable will be that for a Grade B assistant, i.e. 

£525 x £25-£820 feet with appropriate additions for degree 
or eq ent and correspondingly for women. Allowance for 
peer teaching or similar professional experience will be made 

lacing on the scale. 
orms of application, together with further particulars, may be 
obtained from the undersigned on ional of a stamped foolecap 
envelope, and should be returned not later than 14 days after 
the appearance of this advertisement. 
Bong E. Presswoop, 
City Hall, Cardiff. Director of Education. 





Colonial Development Corporation 


uires QUALIFIED ACCOUNTANTS of between 25 and Poro prefer- 
SS y with Commercial and Professional experience for s8 
initially in London and later in the Colonies. 

Pensionable posts with starting salaries up to £1,500 p.a. 
according to erience. 

A ply, giving full particulars, quoting Serial 273, to Personnel, 
Street, London, Wr. 





National Coal Board 
North Eastern Division 


Applications are invited for the vacancy of Anza Coat DEVELOP- 
MENT OFFICER in No. 7 (Wakefield) Area. Salary scale £915 x £30 


to #,1,200, 

Reais should preferably be members of the Institute of 
Cost and Works Accountants or other accounting body and should 
have wide experience in the SEN VE and applications. of 
yemi of Standard Costing and Bu ai 

lications, in writing, stating ng age, quail cations, experience, 
should be forwarded to the Area Administrative Officer, No.7 

Wakefield) Area, National Coal SS North Eastern Division, 

.O. Box 13, Newton Hill, Wakefield, to arrive not later than 
June and, 1956. 





ROYAL EXCHAN GE 


INCORPORATED 1720 
Heap Orricz: ROYAL EXCHANGE, Lonpon. Branches throughout the Country ` 


ASSURANCE _: 





Accountants are 
invited to apply for the 
Corporation’s Agency. 
AA 


—_ 
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"TIME RECORDS 


IMPLICITY should be the essence of any time recording 
min in a professional office and the methods suggested in 

the article on the subject which appears elsewhere in this 
issue certainly have that merit. To apply and control successfully 
any such system, however, requires a measure of discipline which 
everyone in the firm from the partners downwards mist recognize 
and accept. In the first place, the weekly time records must be 
accurate and this entails completing them promptly. The. longer 
this is delayed, the more approximate many of the individual 
entries tend to become: It should be made an inflexible-rule that 
the previous week’s time sheets should be handed in on Monday 
or posted so as to arrive on that day. Secondly, when assembled, 
they should be posted to the time ledger with all possible. speed. 
Thereafter, both the ledger and the time sheetg themselves should 
be examined by the partner or manager. in charge of that section 
of office routine. He should compare the accumulated time on 
current jobs with the previous year’s total or with the prepared 
budgets. He should also scrutinize the individual time sheets to 
see-that each clerk is being economically deployed. Any “inflation- 
ary’ element in the current job times should be investigated at 
once and the cause of any undue preponderance of office or idle 


- time established. 


These precepts may appear ebe but all too often in 
actual practice it is not until the job has been completed and the 
fee is about to be rendered that such time comparisons are 
belatedly made. Ini cases where the cost of the job has seriously. 


“éxceeded the estimate or the fee charged last year, the ensuing 
_ post-mortem. is. seldom satisfactory and. the ultimate. solution is 


sure to displease someone. The client is indignant if he is faced 
with an increased fee and, if he refuses to pay, the principals of 
the firm are disgruntled because they have on their hands what 
appears to be an unprofitable job. In turn, the clerks- who 
accumulated the excess time feel, if they are at all conscientious, 
that by their seeming tardiness they have let down either the 
client or the firm. 

It is a recognized feature of the accountancy profession that its 
members are remunerated for their services on the basis of the 
time spent on assignments. The responsibility for seeing that this 


is charged accurately and that it is not excessive rests fairly and 


squarely with the management of the firm. This clearly can best 
be done when the work is actually in hand, and accurate and 
up-to-date time records of some such nature as those suggested. 
by our contributor are the proper means of control. They need 
not be elaborate but they must be reliable and informative, so that 
in them the firm may have a sure measure of its own efficiency. 
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PRACTISING ACCOUNTANTS’ | 
COSTING RECORDS 
NEED FOR GREATEST EFFICIENCY IN MAINTENANCE 
by J. M. TENNENT, A.C.A. 


the internal cost records of firms of practising 
accountants should be maintained with the 
greatest efficiency. Nearly all expenses of a 
practice — particularly salaries — have increased, 


J: is nowadays more than ever necessary that 


and it is vital that a close record be kept of the 


time spent on the various jobs. 

Clients do not readily agree to increases in the 
fees of their accountants; inefficient time ledgers — 
perhaps posted a month or more in arrears — can 
be the cause of considerable financial loss to a 


firm. 


Advantages of Weekly Time Sheets 
The substitution "of weekly time sheets for 
monthly diaries, to provide more detailed and 
up-to-date cost records, has increased during the 
last ten years. 

In addition to supplying the media for writing 
up the time ledger at more frequent intervals, 
these weekly time sheets have the followin 
advantages over the monthly. diaries: 

A more stringent check is kept on the staff; 


. matters requiring comment or reprimand afe. 


brought to the managers’ or partners’ notice more 
quickly. 


md 


Fig. x 
Week ended: 7/4/56 Clerk: Mr Jones 
CLIENT "epp or Work Mon. | Tues 
(x) (2) (3) 












X. Y.Z. Co Ltd | Audit YJE 31/12/55 
A. Co Ltd Taxation 1955/56 ` 
B. Co Ltd Share Transfer Audit 


| —— 


-~ Non-chargeable time: Visit to doctor 












(4) | (5) | (6) | oi 8) 


The compilation of entries tends to be more 
accurate, since in no case can the writing-up be 
neglected for more than a few days; clerks, par- 
ticularly when working out of town, may ignore 
their diaries for several weeks. 

_ Diaries must be handed back to the clerks with 

_ the minimum of delay so that current entries may 
be made: thereafter, should queries arise, it is 
necessary for the clerks to return them to the office. 

Weekly time sheets, however, can be filed perman- 

ently when they are handed in and they are always 

available for reference. 

When assessing the ‘cost to date’, towards the 
completion of a job, by reference to the time ledger, 
it may be necessary, with monthly diaries, to 
estimate four weeks or more of the previous 
month’s unposted time; with weekly sheets, an 
estimate need never exceed one week’s time. There 
will therefore be much greater accuracy. — 

If the principle of weekly time sheets is 
adopted, it will be necessary to consider the best 
method of recording the additional information 
and in what form it will be of most assistance to 
the partners and managing clerks. ` 

The records should distinguish the various 
types of work performed and the grades of clerks 
employed thereon. 


CLERK’S WEEKLY TIME SHEET 


Scale Rate: r o o 


Porto 
(11) 


Clerk’s No.: 406 


OTA ScALE-COST 


(9) 








10) 
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Different Styles of Weekly Time Sheets 
Weekly time sheets can take many different styles, 


, depending upon the peculiarities of each firm: 
_the basic requirements are shown in Fig. 1. 
It should be noted that column ro is required 
only when the second type of time ledger (de- 


scribed below) is being maintaine 
The clerk, before handing in his time sheet 


(by the Monday of the following. week) should 


ae e 


cast and cross-cast it to column g. Where 
column 10 ts provided, it is expedient for the 
clerk to calculate the ‘scale-charge’ for each job 
upon which he has worked and to complete this 
column himself. 

In some firms, the scale-charges are not 
divulged to the staff and here all the calculations 
must, regrettably, be left to some other person. 

Checking the calculations can be reduced to a 
minimum since, due to the vertical and cross- 
casting of the time sheet, the various scale- 
charges must themselves cast to the total hours 


: worked multiplied by the scale-rate. 


Mechanized Records ? 


In most large and medium-sized firms, it is 
undoubtedly worth considering a simple form of 
mechanization. An elaborate installation is not 
necessary, nor need the equipment be unduly 
expensive. 

The mechanized system outlined in this article 
should be found suitable for the majority of large 
and medium-sized firms. 

Mechanization of the records provides running 
totals and has the following further advantages: 


The keeping of the time ledger can safely be 
entrusted to a junior member of the office staff. 

Figures are legible and the ledger itself is main- 
tained ‘in balance’ at all times; all postings are 
proved as they are made and every entry on each 
clerk’s weekly time sheet is accounted for. 

Greater detail can be incorporated in the ledger 
and analysis provided between grades of clerks 
employed on each job; if ‘non-chargeable’ time is 
written up in detail on the weekly time sheet, it 
can be posted to individual clerks’ accounts, which, 
in turn, if required, can be made to reveal the 
accumulated hours spent “absent sick’, ‘attending 
articled clerks’ lectures’, etc. These cards may 
further serve as total or control accounts. 

Where an expenses-recoverable ledger, or any 


other similar internal records, are kept, they too: 


may benefit from mechanization. 

Further, almost any machine, if not fully em- 
ployed on the firm’s records, can be found many 
useful jobs, if only as a simple adding machine, in 
the ‘clerks’ room’. 


It should perhaps be mentioned that an 
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inexpensive machine will naturally have only a 
limited number of registers. To facilitate the 
machine operation, the time sheets should first be 
sorted into the grades, postings to the ledger 
then being made one grade at a time. 


Two Types of Time Ledgers 
The forms that practising accountants’ time 
records can take fall into two basic categories: 
those where the ‘time’ only is entered (generally 
to the nearest quarter of an hour) and those 
where the time is commuted into, and entered as, 
a monetary value according to a fixed scale-cost. 

In the latter method there is much to be com- 
mended, especially if a mechanized system is 
employed and a ‘new balance’ is computed after 
every entry: it is then possible to see immediately 
what a job has ‘cost’ to date, and if it is likely to 
‘pay’ or whether the client should be approached 
with a view to increasing the fee. 

A variation of this, which produces perhaps the 
most indicative results of all, is for the agreed fee 
to be inserted as an initial balance on the accout 
and for all subsequent postings to be subtracted 
therefrom. ‘The previous year’s, or an estimated 
fee, can be used where the current year’s fee has 
still to be agreed. 

The "balance! on this type of account will at 
any time represent the value (according to the 
scale-charge) of the limit of expendable time 
theoretically permitted for the completion of the 
job. Should the limit be exceeded, immediate 
attention will be drawn thereto, as most machines 
automatically print a negative balance in red. 
Further, at the end of the year, positive or nega- 
tive balances will show immediately the exact 
amounts of ‘profits’ or ‘losses’ on the work under- 
taken for each client. 


Time Ledger, Type 1: Recording Time Only 


Time ledgers, as with time sheets, can be of 
many different styles depending upon the require- 
ments of each firm. The number of staff grades 
will naturally vary, but a card, without becoming 
unwieldy to handle, can accommodate up to 
about ten different grades; Fig. 2 shows a card 
with eight analysis columns. 

A separate card is opened for each client, and 
for each type of work undertaken. 

An outline of the posting procedure is as 
follows: 

The reference is entered in column 1; this is 
the week-ending date (with mechanization the 
date can be pre-set and will then print auto- 
matically with each posting) and the partners’ or 
clerks’ reference number {discussed below). 
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The hours spent for the week are then entered 
in the ‘posting’ column (with mechanization, unless 
a specially constructed machine is purchased, the 
. fractions of an hour will be shown as :25, po and 
D 5 i 
Finally, the new total of ‘accumulated hours 
worked’, .in the relevant analysis column, is 
calculated and entered (with mechanization this 
figure is calculated and printed in one operation, 
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the machine being set to select the relevant 
column automatically). 


With this type of time ledger, the accumulated 
number of suitably analysed hours spent on each 
client’s work is always visible. Given the ‘scale- 
rates’ for the various grades, it is a quick and easy 
matter to calculate the ‘scale-cost to date’ of any 
particular job. 


Fig. 2 CLIENTS’ TIME LEDGER 
Type of Work: Audit Partner in Charge: Mr Smith Client: X.Y.Z. Co Lid 
Period Covered: YJE 31/12/55 Clerk in Charge: Mr Jones Account Number: r23 


ACCUMULATED Hours WORKED 





WEER STAFF | PosůTiNG 
ENDED NUMBER PARTNERS 
Jan. 7 .06 3-50 
Jan. 7 12 4.50 
Jan. 14 4.06 20.50 
an. 14 6.12 35.00 
an. 14 6.22 |° 15.75 
an. 21 06 10,25 
Jan. 21 12 35.00 
Jan. 28 2.02 3.25 3.25 


Feb. 4 I.OI 2.00 2.00 

Feb. 4 2.02 2.50 5.75 
Feb. 4 o6 13.00 

Feb. 4 12 35.00 

Feb." 1.03 1.50 3.50 

Feb. 11 2.02 3.50 9.25 
Feb. 11 4.06 II.00 

Apl. 7 4.06 3.25 

Apl.. 7 6.12 3.25 


C LER EK 8 


MANAGING] SENIORS |SEMI-SEN.| JUNIORS Lë Cussnd Misc. 


3.50 
4.59 

24.00 
39.50 
55.25 

34-25 
90.25 

46.75 
109.75 

59-75 
144.75 

70.75 

74.00 
148.00 


Hay Rase 7 


Scale — Cast |7 0 0 |z3 77 6 JL o o 74 o 0 
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Time Ledger, Type 2: 

_. Recording Time and Monetary Value 
Operating the time ledger, type 2, the time, as 
mentioned above, is commuted into a monetary 
value before being posted. Fig. 3 shows a 
suggested ledger card ruling. 

An outline of the posting procedure is as 
follows: 

The reference is entered in acl 1; this is 
identical with that already described for ledger 


type I. 
The’ hours spent for the week are then entered 


p 
168 I7 6 l Ir 7 6 


in the relevant column, spotting to the grade; 
fractions once more being shown as decimals. 

The ‘value’ of the hours spent for the week, 
reading direct from column "o of the weekly 
time sheet, is then entered in the ‘posting’ column. 

Finally, either the new ‘scale-cost to date’ is 
calculated, or if be reducing-balance method is 
being used, Fig. 3, the new ‘limit of expendable 
time theoretically permitted for the completion of 
the job’ is calculated and entered. In either case, 
with mechanization the new ‘balance’ figures are 
calculated and Gates by the machine in one 
operation. 


- 
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Fig. 3 

Type of Work: Audit 

Period Covered: YJE 31/12/55 
PREVIOUS 


YEar’s L136 roog 
EE: 


Jan. 7 06 
Jan. 7 12 
Jan. 14 4.06 
Jan. 14 6.12 
Jan. 14 6.22 
Jan. 21 4.06 
Jan. 21 6.12 
Jan. 28 2.02 
Jan. 28 4.06 
Jan. 28 6.12 
Feb. 4 1.01 
Feb. 4 2.02 
Feb. 4 4.06 
i Feb. 4 6.12 
| Feb. 1x 1.03 
Feb. 11 2.02 
Feb. 11 4.06 
Apl. 7 4.06 
t Apl. 7 6.12 
1 Total Hours 


| Hawiy ate o dro 
Scale-cost 7 o O63 17 6 


74.0 0 


Time and Expenses Sanas 


“When a job is nearing completion and the time 
arrives for preparing the bill (this is generally 
, done about the time the accounts are put before 
‘a partner for approval) it is usual for some kind 
' of cost summary (Fig. 4) to be prepared. 

' Reading direct from the time ledger, type 1, 
the accumulated hours worked to date for each 
grade are entered. An estimate is then made of 
the hours required for completion of the job. 
The ‘scale-rates’ are entered and. Oe ‘scale- 
charge’ calculated. Comparative figures are 
copied from the previous year’s account; these, if 
preferred, can be noted at the top of the current 
year’s card before the job is begun. Other details 
are filled in and the media for assessing the fee 
' to be charged, except where formerly agreed, is 
ready. 

With the second type of time ledger a simpler 
' form of summary can be used since the ‘scale- 
charge’ to date is already known. — 
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CLIENTS’ TIME LEDGER 
‘Partner in Charge: Mr Smith 
Clerk in Charge: Mr Jones 
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Client: X.Y.Z. Co Ltd 


Account Number: 123 


TO DATE 
O 
o o 
o o 
o o 
o o 
6 6 
o 6 
o 6 
6 o 
o o. 
o o 
o o 
o o 
o: o 
o Ce 
o+ 
„o+ 
© 
O 
è 
o— 
è 


Total £168 17 6 


74 0 0 


= When the job has been finally completed 
(i.e. when all the accounts and schedules have 
been typed, ledgers ruled off, etc.), it is suggested 
that the spaces at the foot of the ledger cards 
should be filled in: these provide particularly 
useful information for the succeeding year’s com- 


- parative figures and for drawing up details of the 


work which ‘paid’ and the work which was not 
profitable. Ledger cards when thus completed 
should be transferred to a "dead file. 


Identifying the Staff 


Using any method of posting the ledgers, narra- 
tion should be reduced to the minimum and a 
saving can be made by giving each member of 
the staff an identification number, thus avoiding 
repetition of names. This is essential with all 
simple forms of mechanization. 

The most convenient way of identifying the 
staff is for each member to be given a three-digit 
number; the first digit signifies his grade (e.g. 
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from 301-399 might be ‘seniors’, from 501-599 
‘juniors’) and the last two digits identify the 
actual individual. In large firms, four-digit 
numbers may be necessary. 

His number, together with his. name and the 
week-ending date, should be entered by each 
clerk on the top of his time sheet each week. 

It should perhaps be mentioned that there are 
a few firms which do not ‘charge-up’ their 
principals’ time, choosing instead to ‘load’ the - 
scale-charge of the other members of the staff. 
Where principals’ time zs charged, they should 
complete similar weekly time sheets and they, 
should have identification numbers. 
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be effective in the large and medium-sized firms, 
they must-be kept up to date and should provide 


a cost build-up of each job differentiating be- 


tween the various grades of staff employed. 

To produce reliable up-to-date records, weekly 
time sheets are a necessity; they should be posted 
to the time ledger with the minimum of delay. 

A simple form of mechanization can provide 
the fastest and most accurately posted records, 
and in most cases a machine should prove to be a 
saving, despite what appears at first sight to be 
a rather high initial outlay. 

The system outlined above is intended to act 
as a basis for further discussion and investigation. 


` More complicated systems are to be found, but 


Conclusions 
In every firm, costing records are essential. To 


Fig. 4 
Client’s Name: X.Y.Z. Co.Ltd 
Type of Work: Audit 

Partner in Charge: Mr Smith 


Time SUMMARY 








Semi-Senior Clerks 
| Junior Clerks 
Articled Clerks 
EE 





~ S 

` Professional Fee Charged 

Typing Charge 

Stationery Charge 

Expenses — Out of Pocket 

: Special 
Total: 
Date Bill Rendered: 24/2/56 


Date of last entry in Time Ledger: 


ESCH Cre ols fol EJERE a 


ka 
© 
QO 
Del 
| 
EL 
Vd 
ka 
Q 
CH 
aN 
© 


it is felt that this one will satisfy most require- 
ments. 


TIME AND EXPENSES SUMMARY 


Clients Account No: 123 
Period Covered: HIE 31/12/55 
Clerk in Charge: Mr Jones 


_ rr/2/56 





a 


mess 


Pe ee 


173 ol o Total: X30 
136 | rol o y 
SE ei 
z 
Counsel’s opinion 26 5 
Total: ro | I8 





Date Bill Settled: l 30/3/56 | 


d 


j 
S 
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ł 


l 
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INTEREST ON ARREARS OF TAX 


by T. J. SOPHIAN. 


N what cir tarices is interest payable to 
IR Revenue on.arrears of tax? 

It is not in every case that such interest will 
be payable even though the tax happens to be 
in arrear, and the position must be examined 
separately with regard to income tax, surtax and 
profits tax. 

Section 8 of the Finance (No. 2) Act, 1947, 
appears to have been the principal provision 
providing for the payment of arrears. ‘That section 
was later modified by Section 41 of the Finance 
Act, 1950, with regard to arrears of profits tax. 

The statutory provisions at present governing 
the payment of interest on arrears of Schedule D 
‘tax and surtax are now to be found.in Sections 
495-498 of the Income Tax Act, 1952. .. 


No interest can be charged except in respect 


‘of tax which has become ‘due and payable’, and 
it appears, accordingly, that until the assessment 
‘has been finalized, no tax can be ‘dué and pay- 
‘able’. If no appeal is made against the. assessment, 
the tax will become due op the date-spécified, i.e. 
‘January et, except in those cases in which it is 
‘payable in two instalments, on January 1st and 
July 1st, under’Section 72 (2) of the Income Tax 
Act, 1952. Surtax (e due and payable-as a deferred 
‘instalment of income ‘tax on or before January 
Ist next after the end of the year of assess- 


‘ment for which it ‘is payable. But an appeal 


against the assessment does not necessarily put 
everything in issue; for part of the tax may not be 


in dispute. ‘In that event, such part of the tax as is 


‘not disputed -will not be ‘affected by the appeal 
and will become due in'the ordinary way although 
an appeal may be ‘peiiding with regard to the 
remainder (Section 63 (2) (a) of the Income Tax 
Act, 1952). With regard to surtax, the provisions 
‘of Section 63 (2) ás to tax not in dispute are 
, applied thereto by Section 229 (4) of the Income 
Tax Act, 1952. 

In this connection it is also necessary to note 


the provisions -of Section 524 (4) of the Income 


' Tax Act, 1952, which provide that: 
‘Where an’ assessment has become final and 


conclusive for the purposes of tax at the standard: 
rate for any year of assessment, that assessment: 


shall also be: final and conclusive in estimating 

total income. 
(note also subsection: (5) of Section 524 of the 
, Income Tax Act, 1952). 

Once the tax has. become ‘due and payable’ it 
will carry interest.at the rate: of 2 percent until 


payment; but if the tax is wad within three months 
of the date on which it became due and payable, 
the interest must be remitted in accordance with 
Section 495 (2) of the Income Tax Act, 1952. ` 

Certain limitations are imposed in relation to 
the amounts of the total tax chargeable and of the 
arrears. 

The total tax charged by the assessment must 
exceed {1,000 in order to attract the liability to 
pay interest on arrears, and arrears of {£1 or less 
will not carry interest. (Section 495 (3)). 

The imposition of the liability to pay interest 
on arrears is of a penal character to some extent. 
Thus, the normal right to deduct tax from interest 
is withhéld and the interest must be paid in full. 
Furthermore, no relief by way of a deduction in 
respect of the interest paid can be claimed by the 
taxpayer in computing his income for tax pur 
poses (Section 495 LO) 

Concessionary relief from the liability to pay 
interest on arrears, which would otherwise arise, is 
granted to personal representatives (see Appendix 
to Cmd. 8726), where the taxpayer has died 
before the date on which the tax becomes due and 
payable. If in such a case the personal representa- 
tives cannot pay the tax before they obtain probate 
or letters of administration, the interest will be 
abated to ‘such amount which would have been" 
charged if the tax had become due on the date of 
the grant of the probate or of the letters of 
administration : as the case might be. 


Relief Given by way of Discharge of Tax 


Special provisions apply to cases where the 
taxpayer is entitled to relief by way of discharge 
of Schedule D tax or surtax. In such a case the 
amount of interest on the arrears that would have 
been payable but for such relief, is to be adjusted, 
so as to secure that the total sum paid or payable 
in respect of the interest on the arrears of tax 
does not exceed the amount that would have been 
payable if the tax one er had never been 
charged. . 
Example ` 

‘Tax assessed and. payable under Schedule 


D ~ £1,000 
t year’s interest on unpaid arrears at 3 per Ce tes 
cent S "Se 
‘Relief is granted by discharge of tax, yeñ- > 
ducing the tax payable be half, from dk 
[1,000-to £500. SE GE arrears Ge ets 
_ -2halfiof £30 | 7 ` Ais: 
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If the interest has not been paid it will be 
reduced from £30 to £15. If the whole or part has 
been paid, repayment will be made of {£15 to the 
taxpayer, or of such other amount so as to reduce 
the total liability for the interest to £15. 

Subsection (2) of Section 496, deals with the 
case where the relief to be granted to the taxpayer 
is not by way of discharge of the tax, but by way 
of repayment of tax. In such a case the taxpayer is 
entitled to require that the amount repaid shall 
be treated as far as it will go, as a discharge of the 
tax charged on him, by any assessment for or 
relating to the same year for which the tax was 
paid by him. 

‘There are certain exceptions, however, to this 
general direction. It may not be extended to any 
assessment made after the relief by way of 
repayment was given, nor to more than one 
assessment, so as to reduce, without extinguishing 
the amount of tax charged thereby. Thus, if 
repayment of tax is due, the taxpayer is not 
emtitled to split up the amount to be repaid, and 
apply the split-up portions to different assess- 
ments, unless the tax payable under the assess- 
ments can thus be entirely extinguished. It is not 
enough that the assessments would thereby be 
merely réduced, but not extinguished. 


It will be observed that there is one important 
difference between cases where relief is given by 


way of discharge of tax, and those in which relief 


is given by way of repayment of tax. In the case of 
discharge, the position as to interest may be ad- 
justed only in relation to the assessment in respect 
of which relief is given by way of discharge; 
whereas in the case of repayment, the adjustment 
may be made with regard to other assessments as 
well, 

"These rights of set-off, as it were, which are 
given in relation to cases where relief is given by 
way of discharge of tax (Section 496 (1)), or by 
way of repayment of tax (Section 496 (2)) are 
subject to certain limitations. These limitations 
are imposed by subsection (3). Thus, interest on 
arrears of surtax may only be adjusted as against 
surtax assessments in respect of which relief is 
given by way of discharge or repayment; and 


interest on arrears of Schedule D may not be 


set off against assessments to surtax in respect of 
which the taxpayer is-entitled to relief by way of 
discharge or repayment; nor against assessments 
of moneys taxable otherwise than under Schedule 
D, nor against assessments relating to a source, 
income from which is taxable otherwise than under 
Schedule D, and in respect of which such relief 
by way of discharge or repayment is to be given. 
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Foreign Income 

Difficulties in the remitting to this country of 
foreign income, arising from exchange restric- 
tions, may entitle the taxpayer to a remission of ` 
interest on arrears of tax payable on such income, 
if the Commissioners determine that in all the 
circumstances the tax should remain for the time 
being uncollected. In that event, the interest will 
cease to run only as from the date when the 
Commissioners were first in possession of the 
information necessary to enable them to make a 
determination; and if such information came into 
their possession within three months of the date 
when the tax became due and payable, the interest 
during this period will also be remitted. 

But demand for payment of tax may be sub- 
sequently made at any time, and thereupon 
interest will begin to run from the date of demand, 
though no interest will be chargeable if the tax is 
paid within three months of the demand. 


Profits Tax and Excess Profits Tax 


With regard to interest on ‘arrears of profits tax 
and excess profits tax, the position is still gov- 
erned by Section 8 of the Finance (No. 2) Act, 
1947, which also related to interest on arrears of 
surtax or Schedule D tax. 

The provisions of Section 8 in relation to sur- 
tax and Schedule D tax, were incorporated in 
Sections 495-498 of the consolidating Income 
Tax Act, 1952, and regard must still be had to 
Section 8 of the Finance (No. 2) Act, 1947, for 
the position as regards arrears of profits tax and 
excess profits tax 

It is to be observed, moreover, that Section 8 (1) 
applies to tax charged not only by any assessment 
to profits tax or excess profits tax but also by vir- 
tue of any direction given under Section 24 of the 
Finance Act, 1943. This latter provision enabled 
a direction to be given for recovery of excess 
profits tax where a company’s stock had been 
disposed of at less than its value. Its provisions 
were extended by Section 64 of the Finance Act, 
1947, 30 as to enable the tax to be recovered from 
persons who were jointly and severally liable 
under Section 24 of the Finance Act, 1943, in cases 
where their liability had been discharged out of 
the trading receipts of a trade or business, other 
than the proceeds of the sale of the stock at under 
value which gave rise to the liability under 
Section 24. 

The provisions with regard to liability for inter- 
est on arrears of profits tax and excess profits tax 
contained in Section 8 are, mutatis mutandis for 
all practical purposes, similar to those with 
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regard to liability for interest on arrears of surtax 
and Schedule D. 
Thus, for instance, interest is not chargeable 


unless the amount of the tax owing exceeds £1,000 


‘nor where the totad amount of the interest does not 
exceed {1, and the rate of interest chargeable is 
likewise 3 per cent. Again, the provisions for ad- 
justment of the interest against tax in respect of 
which relief may be claimed by way of discharge 
or repayment are similar. Thus, the adjustment 
of interest on arrears of profits tax may only be 
made against an assessment of profits tax, in 
respect of which the taxpayer is entitled to relief 
by way of discharge or repayment. And the 
adjustment of interest on arrears of excess profits 
tax can only be made against an excess profits 


' tax assessment, in respect of which such relief by 


‘way of discharge or repayment can be claimed. 


Interest on Judgments for Arrears of Tax 


Apart from the special provisions of the Income 
Tax and Finance Acts providing for the recovery 
‘of interest on arrears of tax, surtax, and profits 
tax, there are certain provisions contained in the 
‘Law Reform (Miscellaneous Provisions) Act, 
1934, with regard to the recovery of interest on 
judgment debts. 

Thus, under Section 3 of the Law Reform (Mis- 


‘cellaneous Provisions) Act, 1934, where judgment. 


‘is given for the recovery of any debt or damages, 
a Court of Record has power to award interest 
on the whole or any part of the sum awarded for 
the whole or any part of the period, between 
the date when the cause of action arose and the 
date of judgment. 

As regards tax, the cause of action must be 
‘regarded as arising on the date when the tax be- 
came due, so that if tax became due on January 
Ist, 1954, and judgment for the arrears was recov- 
ered on December "et, 1956, the Court could 
award interest, for the whole or any part of the 
: period between january Ist, 1954, and December 
“Ist, 1956. 

The rate to be allowed i is in the discretion of the 
Court, and a rate up to 5 per cent may be awarded 
in respect of the sum due for tax up to the date 
of judgment. 

However, the Court, it appears, cannot award 
interest up to the date of the judgment unless the 
Revenue has actually claimed the interest by their 
writ. 

. The position with regard to interest on a 
Judgment debt, i.e. in respect of the amount 
| awarded by the judgment, is somewhat different. 

' In this case, the interest will run after the judg- 


i 
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ment and until payment, and the interest will 
run not only on the amount of the arrears itself, 
but also on the costs awarded. The arrears plus 
the costs awarded will constitute the judgment 
debt. On the total sum thus awarded, the interest 
will be calculated at the rate of 4 per cent. This 
matter is dealt with further below. 

It is to be observed that under the provisions 
of Section 3 of the Law Reform (Miscellaneous 
Provisions) Act, 1934, it is only a Court of Record 
which can award interest on the amount claimed. 
Such Courts of Record would include not only the 
House of Lords, the Court of Appeal and the High 
Court, but also a County Court. 


Case Stated 


It is important to note that it is only in cases where 
a claim is made for arrears of tax and judgment is 
given for its recovery, that the Court can award 
interest in this way on the amount of the arrears 
till the date of judgment. 

Tax may, of course, be held to be payable i in 
Court proceedings, as the result of a determina- 
tion of a point of law by way of case stated by the 
Commissioners on appeal to the High Court, from 
which Court an appeal would lie to the Court of 
Appeal and thence to the House of Lords. 

The material provisions governing the position 
are contained in Section 64 (10) of the Income 
Tax Act, 1952. 

Under ‘that subsection, tax is to be paid in 
accordance with the assessment of the Com- 
missioners who have been required to state a case. 
If as the result of the decision on appeal too much 
tax has been paid, the amount overpaid is to be 
refunded to the taxpayer with such interest, if any, - 
as the Court might allow. The rate generally 
allowed is 34 per cent (Nash v. Tamplin & Sons 
pee (Brighton) Ltd (30 ATC 274; 32 T.C. 
415 

‘On the other hand, if too little tax has been 
paid, the amount unpaid i is to be deemed to be 
arrears of tax except in so far as any penalty is 
incurred on account of arrears. 


Interest on Judgment Debt 


Once judgment has been given for the recovery 
of arrears of tax, a different set of statutory pro- 
visions come into operation. Indeed, there may be 
said to be three different periods which are to be 
kept distinct. Firstly, there is the period from the 
date when the tax became due till the date of the 
writ claiming the arrears. The interest position 
in-respect of this first period will be governed by 
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the provisions of the Income Tax Act, 1952, itself, 
such. as Section 495 which provides for a charge 


of 3 per cent on Schedule D tax and surtax and the 


provisions of Section 8 of the Finance (No. 2) 
Act, 1947. 

Secondly, there is the period from the date of 
the writ till the date of judgment. The interest 
position in respect of this period will be governed 
by Section 3 of the Law Reform (Miscellaneous 
Provisions) Act, 1934. The interest from the date 
of writ till the date of judgment must be specific- 
ally claimed by the writ, and the Court will have 
a discretion as to awarding the interest. 

Thirdly, there is the period from the date of 
judgment till the date of payment. The interest 
will be awarded on the whole judgment debt. The 
judgment debt for this purpose will constitute (a) 
the amount of the arrears plus (b) the interest 
claimed under the Income Tax Act or Finance 
Act till date of writ (if awarded), plus (c) the 
interest (if any) awarded by the Court on the 
aprears of tax from the date of writ till judgment, 
plus (d) the costs awarded against the taxpayer. 

The interest position in respect of this period 
would. be covered by Section 17 of the Judgments 
Act, 1888, and Section 24 of the Crown Proceed- 
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ings: Act, 1947. The interest that can. be awarded 


in respect of the judgment debt under Section: 


17 of the Judgments Act, 1888, will be at the rate 
of 4 per cent. Section 24 of the Crown Proceed- 
ings Act, 1947, extends Sectio 17 of the Judg-- 
ments Act, 1838, to judgment debts due to or from 
the Crown (sub-section (1)).. 

Subsection (2) of Section 24 provides. that 
where any costs are awarded to or against the 
Crown, in the High Court, interest shall be payable 
upon those costs, unless the Court otherwise 
orders, and any interest so payable shall be at the 
same rate as that at which interest is payable upon 
judgment debts due from or to the Crown. 


Further, sub-section (3) of Section 24 provides’ 


that Section 3 of the Law Reform (Miscellaneous 
Provisions) Act, 1934 (which empowers the Court 
to award interest on debts and damages), is. to 
apply to judgments given in proceedings by and 
against the Crown. 

These extensions of Section 17 of the Judg- 
ments Act, 1838, and Section 3 of the Law 
Reform (Miscellaneous Provisions) Act, 1934, 
accordingly, give the Court the power to award 
interest in the cases and in the circumstances 
described above. 


_ BUSINESS APPLICATIONS OF 
THE ELECTRONIC COMPUTER-II 


by Professor THOMAS M. HILL 


EE Professor of Accounting in the School of Industrial ES 
Massachusetts Institute of Technology 


Computer Economics 
"F we add to the foregoing description of the equip- 
ment’s technical characteristics a few cost facts, we 
get a reasonably good idea of computer economics. 
Capital cost is high, of the order of {100,000 for a 
general-purpose machine. Maintenance and pro- 
costs are both appreciable, but not 
directly variable with use. Routine programmes can, 
of course, be re-used indefinitely. Both maintenance 
and programming expense may be ected to 
decline as the present short supply of skilled labour 
is remedied. Other running costs, including external 
storage media, appear to. be in line with the various 
incidental costs of existing processing methods. The 

following deductions seem reasonable. 
"A high capital cost suggests the potential desir- 
ability of centralized data processing. New develop- 
ments in data transmission by telephone line, which 
will increase the speed and reduce the cost of 
The concluding part of a lecture delivered at the University 


of Bristol‘on April 30th. Professor David Solomons, B.COM., 
A.C:A., Was in the chair 


ected. 
or full 


transmission as compared with teletype, are 
High fixed cost also indicates a need 


utilization. This may lead to difficulties, since excess , 


capacity could result in a plethora of outputs — more 
information than management can constructively use. 
Since we frequently achieve this condition with our 
present methods, the danger is undoubtedly: real. 

A manual input cost, high relative to both pro- 
cessing and output, suggests, first, the need for 
maximizing automatic inputs: for example, taking 
production data directly from manufacturing pro- 
cesses, or sales data directly from department store 

cash registers. As you are no doubt aware, the use of 
punched cards for bank cheques and magazine 
subscription returns has proved feasible. 

High input cost suggests also the desirability of 
extracting the full information content of each input. 
Additional data classifications, now considered un- 
economic on a continuing basis — sales by customer 
and order size, for instance — may be obtainable at a 
very low incremental cost. 

An output cost, high relative to processing, coupled 
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with limitations on the quantity of data usable by 
management, clearly implies that in so far as possible, 
outputs should be transmitted as instructions directly 
to processing equipment or, alternatively, appear in 
the form of finished documents ready for external use. 

There is likeWise the further implication that 
information destined for management perusal should 
be of utmost purity, that is, distilled of all matter not 
pertinent to managerial decision. We would produce 
for the credit manager, not a list of all customer 
account balances, but a much shorter list of those 
exhibiting the peculiar characteristics which he would 
otherwise seek out for himself. 


Computers and Industrial Processes 


Now let us speculate a bit as to the future (one of the 
great charms of this topic being that it permits of 
relatively unfettered exercise of the imagination). I 
spoke earlier of my feeling that electronics might 
enable us to recapture control of the machine as 
opposed to pursuing our present efforts to adapt to it. 
This is a somewhat vague notion. Perhaps I can make 
it a bit more concrete by an example. 

Some of my colleagues at the Massachusetts 
Institute of Technology have designed and built 
what is described as a ‘digitally controlled milling 
machine’. This is a. standard miller equipped with 
servomechanisms capable of making all of the various 
adjustments conventionally accomplished by the 
machinist. These controls are actuated by impulses 
transmitted from an electronic digital computer in 
turn directed by coded instructions. The Ferranti 
Research Laboratories in Edinburgh have adapted this 


_ Idea to a commercial computer, and Exhibit 5 


describes their method of operation. 
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The job illustrated involves milling a cam to have 
three edges straight and one curved. It starts with a 
drawing, as illustrated, but on co-ordinate paper. 
From this is constructed the cutting plan shown here 
in tabular form. The data specified are the cutter 
diameter, the feed rate, the starting point for the cut 
(co-ordinates X, Y), the type of curve to be followed 
to each change point, the pole of the curve if it is 
other than a straight line, and the points where 
direction changes. The information is coded on ` 
punched paper tape and fed into the computer. Up to 
this point, the activity is analogous to that necessary 
to provide instructions for a machinist, save that the 
form of plan and method of communication are novel. 
.. Here, however, the computer takes over and per- 
forms a continuous calculation of the required: path 
of the centre of the cutting tool, providing a separate 
direction for every 1/10,o00th of an inch. It can thus 
precisely define all second degree curves (circles, 
ellipses, parabolae and hyperbolae) and reportedly 
successfully approximate a variety of others. These 
instructions are produced on magnetic tape, which is 
in turn fed oa somewhat simpler servocontrol device 
linked to the milling machine. This latter equipment 
provides also for continuous measurement of cutting 
results, and will thus detect any intolerable deviation 
from plan. 

Accuracy is reported to be within + 5/10,o0o0th of 
an inch, which is within the limits of accuracy of the 
cutting.tool and the machine bed plate. 

Now what is new and different about this? The 
huge transfer machines used in the automative 
industry, which might be described as the ultimate 
in mechanical engineering, will perform without 
human intervention all of the drilling, grinding; 


EXHIBITS 
ILLUSTRATION OF PLANNING A COMPUTER-CONTROLLED MACHINE TOQL OPERATION 
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Feed ratem F 
Co-ordinates of datum (X; Yı} 
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Type of Curve of change points 
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Circle .. 


Computation Plan 


Source: Williamson, DTN, ‘Computer-Controlled Machine Tools’ 

The Automatic te Factory. Report of the Margate Conference of the Institsdlon 
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and finishing necessary to convert a casting into an 
engine block. They handle the material, remove the 
waste, and measure their own accuracy. But the 
involve a tremendously high investment, will 
produce only a very narrow range of products, and 
require substantial set-up time for even minor 
variations in output. 

The computer-controlled general-purpose machine, 
in contrast, is itself relatively cheap, will turn out a 
wide variety of products, and requires but Little 
set-up for a change in output. By substitution of 
continuous automatic machine adjustment for the 
measurement, evaluation, and manipulation normally 
performed by a human operator, Ferranti reports a 
reduction in production time of 50 to 100 times. 
In one example cited, processing time, including 
planning, computing, and machining, was reduced 
from three weeks to four hours. In general, the more 
complex the job, the greater the saving. ` 

One cannot, of course, ignore the investment in 
computer and control equipment. How large a 
factor this is depends, however, on a number of 
variables. A single servocontrol may be able to handle 
seygral machines dofng the same job, and a single 
computer can service an indeterminate number of 
controls—which may be geographically located 
almost anywhere. Of no little importance is the fact 
that precious design, engineering, and machinist 
_ skills can now, quite realistically, be transferred by 
post or telephone. 

What I sense here, and may or may not have 
‘communicated to you, is a new freedom: on the one 
hand from the necessity of straining to keep physical 
pace with machinery that can do its part of the job 
far more accurately and quickly than we can do ours; 
on the other, from long-term commitment to a 
single form of output. This is what I mean by regain- 
ing mastery of the machine. This is why I feel that 
the electronic computer may some day come to be 
regarded, like Watt’s rotory steam engine, as a 
catalyst of machine revolution. Unlikely as it now 
seems, future economic historians may view the 
first half of this century as the period of consolidation 
and readjustment preliminary to the third industrial 
revolution, which some claim is to carry us from mass 
democracy to mass aristocracy — with possibly an 
occasional hitch here and there. 


` Computers and Accounting 


To this point, I have said very little about accounting 
specifically. The omission has been deliberate, for I 
deem it imperative that in thinking about computer 
applications we maintain as broad a perspective as we 
possibly can. The accounting system, albeit the most 
highly organized, is but one component of the total 
information system of the business firm. Its inputs 
are called ‘recordings’, or ‘journal entries’, and reflect 
the. sensing of external events described by the 
accountant as ‘transactions’. Its outputs are, on the 
one hand, communications such as invoices, ‘and, on 
the other, financial reports. Its data processing, as 
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suggested earlier, involves sorting, collating, computa- 
tion, and storage. 

It is of considerable importance that we clearly 
recognize the absence of any uniquely distinguishing 
features in the financial records-keeping system. The 
fact that we have developed a Body of valuation 
theory, which guides us in deciding what numbers 
are to be added to or subtracted from what other 
numbers, in no way modifies the situation. In any 
system, some such set of rules must exist to define the 
character of the outputs and thus broadly delineate 
processing requirements. 

Existing boundaries between accounting and other 
statistical systems within the firm, as well as between 
various subdivisions of the accounting function, are 
partly traditional and partly the result of logical 
division of labour. This assertion is substantiated by 
the fact that they are variously located in different 
firms. To effectively utilize the services of a processing 
agent 50,000 times faster and much more accurate 
than the best of clerks, we must completely free our 
minds of conventional patterns of clerical organiza- 
tion. Clearly, we shall wish to consolidate rather than 
divide the labour. This is easier to say than to do, for 
we have been very thoroughly indoctrinated with 
assembly line theory. 

We should admit also, at least to ourselves, that by 
and large we accountants are not innovators, and tend 
to be quite subservient to traditional ways of doing 
things. History, I think, bears out this statement. 
Considering the age of double-entry book-keeping, 
and considering that our rationales are presumably 
purely utilitarian, it is quite remarkable how little 
change there has been in our underlying procedures. 
Pacioli would, I feel sure, find a typical present-day 
set of accounts very familiar. Relatively speaking, 
whoever first thought of using a multi-column form 
to accomplish a bit of sorting as he wrote up his 
journal made an outstanding contribution to account- 
ing system development. 

As a group, we are apparently not very mechanic- 
ally minded. Apart from the so-called ‘accounting 
machine’, which itself is simply a combination of 
typewriter and adding machine, I find it difficult to 
name any information handling device that has 
developed initially in response to the accountant’s 
needs. In fact, it seems fair to say that, of pre- 
twentieth-century inventions, those which have 
benefited us most have been paper, ink, and carbon 
paper. 

This century has brought us, in the punched-card 
tabulator, what should perhaps have been a more 
revolutionary tool than it has proved to be. Relatively 
slow and requiring much human assistance as com- 
pared to the electronic computor, this equipment 
reveals the limitations of the mechanical device 
designed to simulate human methods. Nevertheless, 
it is considerably faster and more accurate than the 
human, and able to sort, collate, compute, and even 
carry out a variety of rather simple routines. Just 
why it has not lived up to early expectations and 
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absorbed a much larger share of our total data 
processing is not entirely clear. But I suspect that 
some of the reason may be found in the preceding 
comments. Despite the fact that the United States 
Census Bureau installed its first machine over fifty 
years ago, I doubt*that we have yet fully learned how 
to use it in accounting. 

These remarks are intentionally critical in the hope 
that they may stimulate a bit of individual soul 
searching. Since accounting is the largest, and hence 
prima facie the most important, segment of the 
business information system, accountants should 
lead the way in data processing. To assimilate the 
completely new tools now available, they must do one 
of the most difficult things imaginable: that is, 


' divorce their thinking from all preconceptions. I have 


_currently discussed quite casually in the select. 


suggested earlier that operational mastery of the 
computer is readily achieved. I can now restate this 
in relative terms by saying that learning how to 
operate a computer is a ‘push-over’ as compared to 
the difficulties of unlearning everything you now 
know about accounting systems. 

We must avoid the error of the builder who, 
desiring to test the practicality of a moulded 
plastic as material for small boat construction, 
proceeded as follows: first, he moulded the plastic in 
sheets; then. sawed the sheets into planks; and, 
finally, nailed the planks on a frame. He decided that 
plastic was too expensive to work with to even re- 
place wood in boat building. 

To stimulate your thinking in this area, let me 
describe briefly a few of the many radical notions 


company of computer habituées. 


The skills required to direct a computer are in’ 


` some respects diametrically opposed to those. needed 


to direct a clerical force. Clerks are intelligent but 
perverse. It is quite easy to explain to them what 


- , they should do, but very difficult to get them to do it 


consistently. They can figure out the solutions to 
minor problems themselves, and seek assistance 
when the answers are beyond them. The trick is to 
keep them busy, alert, and honest ~ essentially to 
direct their intelligence. 


The computer, in contrast, has no intuitive- 


intelligence, no imagination; it is completely in- 
sensitive to its environment. It will, therefore, do 
precisely what it is told—and absolutely nothing 
else. Skill in human relations plays no part in its 


: management. The problem is purely analytical, 
calling for a degree of penetration considerably beyond. 


that typical of our present-day system analysis. 
Consider also these thoughts on the matter of 
capacity: First it is suggested that we can now break 
completely away from the rigidities inherent in the 
chart of accounts. Once data has been coded, the 
processing capacity of the computer is such that the 
total information file (that is, all recorded transac- 
tions) for a period of years can be fully re-examined 


' and the constituent data reclassified as may be most 


pertinent to current thinking. 
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Or, second, computer processing speeds are such 
that we may. now begin to think in terms of ‘real- 
time’ administrative control. By this is meant the 
compression time-wise of measurement, analysis, 
and response to the degree that corrective action can 
occur before any departure from plan exceeds the 
pre-established limits of tolerance. This kind of 
control is common in chemical processes, relatively 
rare but increasing in other forms of production, 
and probably occurs only by chance in administra- 
tion (i.e. when the boss happens to spot a mistake in 
the making). 

We could go on in this vein for some. time, but I 
trust that I have said enough to illustrate my point. 


Computer and Operations Research 


Production engineers see the computer as a key 
factor in the extension of automatic process control. 
Administrators and accountants suffering from 
‘paper neurosis’ see it as the answer to their steadily 
mounting problems of communication. These inter- 
ests are readily apparent; but there is a third some- 
what less obvious that I feel may ultimately prove: 
to be of equal importance. This is ‘operatigns 
research’, the modern variety of scientific manage- 
ment. (I dare mention these two terms in juxta- 
position only because I am far from home and may 
escape recognition.) 

The persons involved are primarily natural and 
social scientists newly interested in the wealth of 
problems afforded by industrial economics. The 
approach is loosely described as the application of 
scientific method ~ observation, hypothesis, experi- 
ment — to managerial decision making. The aim is to 
narrow the range of business decisions based largely 
on intuitive judgment, . substituting . for (hus latter 
logical analyses of the cost factors involved. 

That this can be said to be nothing more than the 
extension of good applied economics prf&ctice is 
beside the point. The material facts are: (1) that a 
significantly larger number of first-class minds from a 
variety of disciplines are being brought to bear on 
management problems, and (2) that there appears to 
be a high degree of receptivity on the part of business 
men. The result has been a very encouraging amount 
of solid accomplishment. If operations research is not 
new, it is at least different. 

I confidently expect this high level of interest in 
the economic problems of the individual firm to 
continue, and foresee as a result an increasing 
demand (much of which will devolve upon account- 
ants) for varieties of business data not now accumu-. 
lated in the normal course of events. The role of the. 
computer as an aid in:meeting such demands is 
apparent. 

There is, however, yet another facet to. this. 
development. Following the rule that quantitative 
description . distinguishes the true science, a vital 
element in operations research method is the use of. 
mathematical models to define the relationships of 
the various factors bearing upon a particular decision. 
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As you are well aware, business problems calling for 
executive action are typically complex. Compre- 
hensive ‘models of such situations ‘are, therefore, 
correspondingly elaborate, and may involve burden- 
some manipulation. Crude models, or approximate 
solutions to more sophisticated ones, may. be 
satisfactory only for experimental purposes. It is 
likely that ‘automation’ of any appreciable share of 
the decision load will depend to a large extent on the 
availability of cheap computation service. The 
electronic computer ‘is, therefore, of commercial 
interest in this connection as a data processing device 
in the original computational sense. 

The convergence of these various interests on the 
computer seems to me significant. We are, I believe, 
properly concerned that the groups in. question 
recognize their common problems and co-ordinate 
their planning for computer applications... 


Other Considerations 

Being under some pressure of time, I will not go into 
questions of auditing and safeguarding electronically 
recorded ‘information. I personally do not ‘consider 
thege to be vitally ifnportant ‘issues, and they have 
been very competently dealt with in the accounting 
literature. New auditing techniques are certainly 
required; but my own evaluation ‘is that the net 
result will ultimately be lower rather than higher 
auditing costs, both external’and internal. 

Neither do I propose to say much about the 
obviously ‘important social implications of auto- 
mation. These have already been the subject of much 
discussion.and writing by persons far more knowledge- 
able.in such matters than I. The issue is not the likeli- 
hood of change, for change we assume to be inevitable. 
Rather, the questions revolve around the probable 


rate of change. Will it be such as to displace workers 


more rapidly than they can be retrained ‘and up- 
.graded? Us it likely to temporarily by-pass some 
industries — coal-mining or stevedoring, for example — 
and thus leave islands of substandard employment? 
These and numerous other concerns can be sum- 
marized in the general query: Can we avoid a new 
series of dislocations and frictions requiring another 
century of political adjustment? 

. I fear that we can only wait and see. This time we 
expect trouble, and are at least psychologically 
prepared. We have, moreover, a practical advantage 
in the existence of labour organizations fully capable 
of protecting their memberships against gross 
inequities. .I cannot but feel that the end ‘result will 
be improvement, and (having blithely eliminated their 
kind in the last few minutes) would cite the rise and 
fall of the white collar worker as my case in point. 

It is not so many years ago that the white collar was 
actually a mark of prestige in industry. The clerk was 
a . versatile skilled employee closely allied. with 
Management and deriving ‘considerable psychic 
income from that:relationship.. As. problems of 
records-keeping. and communication increased, he 
for many years grew in stature’as the indispensable 
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right hand of administration. But ultimately, as 
previously indicated, the information processing job 
began to get out of hand, and the white collar 
succumbed to the production line. 

Scientific management techniques, I feel, hit the 
clerical worker particularly hard, felieving him, ‘not 
only of his skills, but also of his prestige. Being slow 
to accept the change, the a group was slow to 
organize, and probably for this reason suffered further 
from a decline in earnings relative to other segments 
of the work force. From this present situation, the 
ordinary clerk has nowhere to go but up. His‘or her 
job could hardly be more routine, less satisfying, or 
more poorly paid. The transfer of simple repetitive - 


. clerical operations to machines and the conversion of 


the clerical group to analysis and programming 
strikes me asa rather. attractive prospect. It would, 
however, be absurd to contend that it can be accom- 
plished without some individual hardship. 


What Now ? 
I have,-I fear, ranged.too widely to permit of effective 
recapitulation within reasonable time. Let me close, 
therefore, with a few purely practical suggestions. 

The electronic computer is now a commercial 
product, manufactured to specification, demonstrable 
in advance of sale, and delivered when promised. 
Reference to a booklet! will give you brief descrip- 
tions of eleven types of equipment currently available 
in this country. However, no great quantity of these 
products have been sold, and I suspect that no 
manufacturer has as yet come close to getting -his 
development money back. We seem -to have reached 
something of an impasse, with manufacturers waiting 
for purchasers and potential puree: waiting for 
development work to cease. 

The question confronting business firms is: What 
to do now? The most popular choice of answers seems 
to be: do nothing. Technological change has -been 
extremely rapid, yet existing equipment still shows 
a strong inheritance from development groups 
primarily interested in scientific uses. There -has 
been as yet little experience with business applications, 
and it is likely that further changes will occur as such 
experience accumulates. On the other hand, existing 
office equipment is already obsolete, and it will take 
each firm some time to learn how to use the new 
effectively. l 

Among those who have mustered the courage to 
invest, there appear to be two schools of thought: 
modernize gradually by acquiring a series of low 
capacity machines for special functions or, alterna- 
tively, go ‘whole hog’ with a high capacity general 
purpose computer. Believing that the risks of con- 
tinued obsolescence are greater than those of future 
obsolescence and that the piece-meal approach is 
wrong, -I am strongly inclined to the ‘do it now, all or 
nothing’ doctrine. (In all fairness, however, let me 
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confess that I have yet to spend any of my own 


money.) 
So far as the individual accountant is concerned, I 
see no problem. The chances of his ‘avoiding the 
computer are very low indeed, and the sooner he 
faces up to the issue the better. I would suggest 
starting out with some background reading, following 
this up by seeking an opportunity to get acquainted 
with some one general-purpose machine (which one 
is immaterial), and then going to work on a detailed 
plan for using that particular machine in a familiar 
situation, preferably one’s own office. In view of the 
extreme shortage of persons familiar with both 
business practices and computers, this form: of 
activity promises a far better ‘pay-off’ than do the new 
premium bonds. 

In conclusion, I submit for your consideration the 


i 


No Tax on Sale of ‘Know-how’ 


If a leading manufacturer of drugs sells his ‘know- 
how’ for exploitation in a particular ‘region, ‘are the 
e proceeds of sale part of its taxable profits? 
| This question was posed in Evans Medical Supplies 
Ltd v. Moriarty (The Times, May 19th, 1956). ~ 
‘The company hdd a world-wide trade and had 
‘evolved many secret processes. It had not, before 1953, 
‘communicated any of them to any other person. In 
that year it secured a contract'to assist the Govern- 
ment of Burma to set up a pharmaceutical industry. 


‘The Government were not to disclose the processes 


iwithout the company’s consent, auch consent not to 
ibe unreasonably withheld. The company received 
.£100,000-and was assessed to income tax on it. 
Upjohn, J., said he could not see how the receipt 
of £100,000 could be said to be part of the profit 
‘of the company’s trade as wholesale druggists. 
The company was not ‘exploiting’ its business in 


_ ithe only relevant sense, namely, carrying on its 


"— eren, ang 


‘itrade in Burma; but in and by the agreement it 


entered into the entirely new activity of acting as 
„adviser to the Burmese Government by assisting the 
Se up of a completely new industry, which in- 
volved -the disclosing of secrets never disclosed 
l before, and also involved the cessation of its own 
| trading activities in Burma. The compa was parting 
for ever with a valuable asset. 


Surtax Direction: The Burden of Proof 


The precise nature of the burden which the Crown 
‘has to discharge was the subject of argument in 
CIR v.. White Brothers Ltd (The Times, May 19th, 
1956). 

| The company was -reconstructed in .1950 and 
eent into liquidation. Directions were: made for 
leach of the three years ended April 30th, 1949. 
| The ‘company appealed to the Special Commis- 
: sioners and at the hearing the Crown tendered the 
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proposition that this.matter may be of considerable 
import to British industry. This island is deficient 
in practically every major natural resource. England, 
must, for economic survival,.export about 20 per cent 
of her national product ~ nearer 40 per cent of her 
engineered -product. Her traditional -markets and 
material sources are, moreover, fast disintegrating 
under the wave of nationalism sweeping the in- 
dustrially undeveloped areas of the. world. 

--I suggest that England’s chief hope for success in 
maintaining and increasing her national standard of 
living, while engaged in what must be a continuing 
struggle for global markets, is manufacturing tech- 
nique. Her products must be better, her processes 
cheaper, and her responses to consumer preferences ` 
quicker. The computer is not the. answer, but should 
be of. assistance, (Concluded) 


| ZE WEEKLY. NOTES 


company’ s accounts as Seege The Special Com- 
missioners discharged all three directions. The Crown 
appealed to the High Court, and. Upjohn, J., ordeuad 
that there should be a rehearing if the company 
wished to tender evidence, failing which the direc- 
tions would be confirmed. 

_ After reviewing some of the facts revealed by the 
accounts, his lordship said there was ample evidence 
for the purpose of the proviso to Section 21 of the 
Finance Act, 1922, that the liquid assets of the com- 
pany were more than it required for the maintenance 
and development of its business. 


~~ National Insurance Report 


The Fifth Interim Report by the Government 
Actuary for the year ended March 31st, 1955! was 
issued last week. The balance‘in the National Insur- 
ance Fund increased from £3355 million at April rst, 
1954, to £380°4 million at March 31st, 1955. During 

e year, there were no substantial transactions to 
affect the reserve fund and the balance there was 
almost unchanged at £1,068°6 million. `` 

‘Total income went up ‘from £554°3 million over the 
year to {571-8 million. Total outgoings also increased. 
They were £5268 million for 1954-55 compared with 
£515-3 million the previous year. The continued low 
level of unemployment is reflected in the fall in the 
cost of unemployment benefit over the year, while 
there has been a 2 per cent increase in incomg from 
contributions due to the increase in the working 
population. The recent increase in the proportion of 
married women in employment does not affect the 
figures as much as it might since many of these 
exercise their option not to contribute. There is a 
notable stability on the outlay on sickness benefit and 
one of the features of this year’s White Paper is a 
report on the sickness experience of insured persons 
between 1949 and 1952. There was an increase over 
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the year of {£24 million in the cost of maternity 
benefits which followed from the increased provision 
made for these in the Act of 1953. One of the largest 
increases was a 44 per cent jump in widows’ benefits 
and retirement pensions. The Government Actuary 
points out that if the average rate of unemployment 
in the next few years does not exceed that experienced 
in the last five years and sickness experience remains 
favourable, current income will continue to exceed 
expenditure until 1958 when pensions will become 
payable to nearly half a million people who were 
within ten years of pensionable age in 1948. 


Damages and Income Tax 


It has now been decided that in arriving at the 
probable tax on lost earnings (claimed as damages), 
the probable amount of investment income should be 
taken into account (Beach v. Reed Corrugated Cases 
Lid), (The Times, May roth, 1956). Plaintiff had 
service agreements for fifteen years. These were 
terminated and he claimed, inter alia, damages for 
the period to the date when he would reach the age of 
65. His gross loss would be near £48,000. : 

The defendants cantended that, on the assumption 
thet plaintiff’s unearned income would remain at just 
over £18,000 per annum, no capital sums would be 
disbursed, and the covenanted sums paid by him 
would decrease, the loss would be £4,650. Giving 
judgment, Pilcher, J., said that those people fortunate 
“enough to enjoy a large i income, primarily unearned, 
could legitimately reduce tax liabilities by covenant 
and be generous at the expense of the Exchequer. 
Similarly, it was common knowledge that, owing to 
high death duties, large capital sums were transferred 
to relatives in the lifetime of the donors. Bearing in 
mind all this, his lordship thought the proper figure 
was £18,000. 
Wage Restraint l 
It is not gasy for the layman to reconcile the Govern- 
roent’s latest announcements on wage restraint with 
the trend of prices. At Newcastle last week-end, 
Mr Macmillan, the Chancellor of the Exchequer, 
said that the country could not stand another round 
of wage increases. There was a strong inference in his 
remarks, however, that if wage increases could be 
tied to increased output, price levels could be kept 
stable. This is a most desirable end to be achieved 
and the Government is entitled to every support in 
trying to carry outa policy which will bring this about. 
On the other hand, this week, there has been news of 
higher ewal prices, increased prices for cinema seats 
and news that the British Transport Commission is 
to seek authority to increase its charges. 

The layman inevitably asks where does the restraint 
begin? Is he to withhold demands for higher pay or 
is there some date yet to be decided when the current 
round of price increases will be presumed to have 
worked itself out? This is a new variant of an old game. 
When the other party was in office, the public were 
invited to inspect cuts in capital expenditure below 


targets which had never been published. It is urgently 
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necessary to eliminate this element of confusion in 
present discussion on prices and wages. 


Lord Heywood on Managers 

Lord Heywood’s theme in his annual address to 
shareholders of Unilevers this year, was the need to 
select and train good managerial material. His 
remarks are all the more significant because he is not 
only chairman of one of the largest international 
trading organizations in the world, but also one who 
has done a great deal of work to provide an adequate 
training ground for managers for industry at large. 

Lord Heywood would probably not have a ready- 
made answer to the question whether managers are 
born or made. To judge from his address, he would 
probably say that the important thing was to have a 
conscious policy of management recruitment and 
training which is constantly checked (both as regards 
its assumptions and the organization which is created 
to carry out the policy) against the data which is 
available from practical experience and formal training 
schemes both inside and outside the Unilever organ- 
ization. Certainly, he is in no two minds that it is. 
vital for any. well-run company to get its share of 
high quality managerial ability into its organization 
as young as possible and train it by a careful system of 
checking and selection for top management jobs over 
a period of years. He also favoured, although he 
realizes the difficulty of carrying out the idea, the 
possibility of top managers between companies and 
industries being exchanged as a means of getting ` 
cross-fertilization of ideas. 


_ Five-Year Plan for Pakistan 

Pakistan has now issued a Five-Year Plan which aims 
at increasing its national income by 20 per cent 
between 1955 and 1960. If allowance is made for a 
7% per cent increase in population over that period, 
income per head is expected to rise by 12 per cent. 
The principal targets are to create two million jobs, 
to achieve a 13 per cent increase in food production, 
to irrigate 3 million acres of new land and to increase 
electric power, housing accommodation, telecom- 
munication facilities and hospital accommodation. 

Priority is given to village aid and agriculture which 
will amount to one-third of the total expenditure. 
Industry and power claim 27 per cent, transport and 
communications 20 per cent, and the social services 
20 per cent. Two-thirds of the Plan is to be financed 
by internal savings and the remaining one-third is 
to be borrowed abroad. Part of the development 
scheme is to establish a steel industry based on local 
ores and an industrial bank is also to be established. 

It will be recalled that Pakistan recently made offers 
of assistance on village development to the countries 
signatory to the Baghdad Pact. Pakistan is, therefore, 
confident that it has the will and the experience to 
carry out an ambitious development plan both on the 
economic and social fronts and yet have a margin to- 
export expertise. On the other hand, it is exceedingly. 
unlikely that the Plan can be realized without import. 
restrictions of less essential goods. 
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REVIEWS 


The Function and Design 
of Company Annual Reports 
by R. J. Chambers 
(Sweet & Maxwell Ltd, London. 55s net) 
Professor Chambers’s contention is that in modern 
industrial relationships of all kinds — between man- 
agement and labour, customers and salesmen, and 
investors and companies requiring capital, are three 


examples — there is not enough co-operation. This ` 


instinctive feeling of reticence or resistance, he 
considers, must not be accepted as inevitable. 
Tt can be actively combated by the improvement of 
communications between the various sections, and one 
of the ways he advocates is that company accounts 
and reports should be made ‘instruments of social 
integration’ which spread knowledge and understand- 
ing through the entire business community. 

The first part of this. thoughtful book reviews the 
many positive functions of financial statements and 


‘the benefits which may accrue to investors, creditors, 


workers and shareholders from properly documented 
information. The second part deals in detail with the 
design and content of such statements, beginning with 
the paper they are printed on and considering, in turn, 
the actual statutory and supplementary information 
which should be given. 

Although Professor Chambers writes from Aust- 
ralia, he appears to have studied closely the diversity 
of forms of accounts and reports published through- 
out the English speaking world and this adds 
emphasis to his authoritative views. It may be that, 
on the whole, he is taking an unduly pessimistic view 


of the standard of existing communications but there 


is no doubt that it could be improved and, in writing 
this book he has made a scholarly contribution of 


‘substantial merit towards further progress in this 


vital aspect of industrial relationships. 


Education and Training for 
Industrial Management 


by Aubrey Silberston 


’ (Management Publications Ltd, London, 12s 6d net) 


_ The role of management in industry is of increasing 


importance and the need for managers is 
becoming recognized. ‘This handy and readable book 
discusses the functions of supervision, pointing out 
its technical, administrative and ‘human relations’ 


, aspects, and deals with the selection of supervisors 


for various levels of responsibility, stressing that 
managers cannot be created by training alone, where 
the necessary qualities are lacking. A general survey 
is given of the different forms of training, such as 
courses at technical colleges or universities, residential 
courses, the Training Within Industry scheme 
organized by the Ministry of Labour, and schemes 


' operated by individual firms for their’ own staffs. 


| The techniques used are discussed, with emphasis on 


the value of group discussions and case study rather 
than mere instruction, but practical difficulties are 
recognized throughout. The author is particularly 
interested in future prospects of university training. 

An interesting appendix sets out existing schemes in 
four companies connected with the motor industry. 

A notable feature of the book is its freedom from 
the use of technical jargon. 


The Golden Book of Management 


edited for the International Committee of 
Scientific Management by L. Urwick 


(Newman Neame Ltd, London. 35s net) 


The name of Lieut.-Col. Urwick is known nationally 
and internationally in the field of scientific manage- 
ment, and he has added to his great services by editing 
this historical record of the life and work of seventy 
pioneers. It is the first publication of the International 
Committee of Scientific Management, and is a very 
welcome addition to the literature on the subject. 

It is not so fong ago that the idta that special study 
and training were needed for successful management 
was entirely new to the industrial world. There was 
a lot of hard digging to be done before the ground was 
ready for development, and it is fitting that those who 
are now enjoying the benefits created by the men and 
women who in those early days believed in their 
vocation, should be reminded of their names and 


their achievements. The reminder takes a very pleas- 


ant form in this volume, which, it may be noted, does 
not include any person now living. 

It has become very clear today that management is 
both a science, demanding a knowledge of principles 
and technique, and an art requiring definite gifts of 
character and personality. In addition to a brief 
account of the life and special contribution to manage- 
ment of each individual included in this book, there 
is a short assessment of personal characteristics, 
and the words ‘sympathy’, ‘humanity’, ‘kindness’, 
‘understanding’ occur over and over again. It is 
inevitable that there should be a large proportion of 
United States citizens, for the Philadelphian Frederick 
Taylor (1856-1915) is regarded as the ‘father of 
scientific management’ and his ideas naturally found 
acceptance first among his own compatriots. But 
Great Britain can claim some very early exponents of 
scientific management in James Watt, Junior (1769- 
1848), Matthew Robinson Boulton (1776=1842), 
Robert Owen (1771-1858), and Charles Babbage 
(1792-1871). In the Soho Engineering Foundry, 
near Birmingham, of Boulton Watt & Co, a system of 
management and planning was used which would 
compare favourably with that of many companies 
today. It included production planning, statistical 
records, cost accounting (involving the keeping of 
twenty-two books), work study, and provision for 
personnel welfare, with a sicknéss benefit scheme 
administered by an elected committee of employees. 
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Robert Owen is known as a social reformer and 
aere all over the world; it is not so well 
own that: 
‘he was one of the earliest industrialists to set aside 
the undiluted technical and financial criteria of 
success characteristic of the age, and to devote 
himself to management as a profession’. 
Charles Babbage anticipated some of the most im- 
portant findings of F. W. Taylor. Other names which 
immediately arouse interest are Walther Rathenau, 
who became Reichsminister of Foreign Affairs in 
Germany in 1922 and was assassinated in the same 
year; André and Edouard Michelin in France; James 
Mapes Dodge, Frank Bunker Gilbreth and Henry 
Sturgis Dennison in the United States; Benjamin 
Seebohm Rowntree, Edward Tregaskiss. Elbourne, 
Charles Samuel Myers (founder of the National In- 
stitute of Industrial Psychology) and James Alexander 
Bowie in Great Britain. Each account (with one un- 
avoidable exception) is accompanied by a photograph, 
and each includes a list of selected publications. There 
is also a useful bibliography of publications dealing 


with management. 


General Financial Knowledge 


by E. Miles Taylor, E.C.A., F.S.A.A., and ` 
Charles L. Lawton, M.Sc.(Econ.) Lond., A.C.A. 


Sixth Edition by E. Miles Taylor, F.C.A., 
F.S.A.A., and A. H. Coles, A.C.LS. 


(Text-books Ltd, Harpenden, Herts. 20s net) 


This manual fully lives up to its title. It covers all 
the essential aspects of banking and finance for 
examination purposes and states the relevant facts 
clearly and precisely. As well as being invaluable to 
the student, it makes a fascinating field for the 
qualified accountant, happy in the knowledge that he 
will not be tested afterwards on his browsing. 
What, for example, are agio, backwardation, seignior- 
age, symmetallism? What and where is the Railway 
Clearing House? What is G.A.T.T. and what have 
been its principal achievements to date? What 
international organization uses a unit of account 
known as an Ecu? What was the purpose of the 
Colombo Plan? The answers to these queries and 
scores of others are to be found in the pages of this 
most readable book. 


The Law Relating to District Audit 
(Second Edition) 


by Ge R. H. Hurle-Hobbs, Barrister-at-Law 
(Charles Knight & Co Ltd, London. 45s net) 


It is now six years since this scholarly work first 
appeared and the new edition has been brought com- 
pletely up to date. The additional material includes 
chapters on procedure in appeals and applications 
and on the district audit as part of the structure of 
the general law. Otherwise, the plan of the book 
remains the same. 

After a historical survey of local rating, the author 
describes the purpose and present constitution of 
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the district audit, defines the powers and duties of the 
auditor and then deals with particular aspects of this 
specialized branch of professional work. There are 
also three useful appendices, the first giving reports 
of three leading cases; the-second, specimen forms 
and precedents; and the third, cofes of relevant rules, 
orders and regulations. 

At the present time, according to the author, there 
are some 14,500 local authorities in England and 
Wales so that there is a wide potential readership for 
such a useful book as this. 


The Student’s Guide to Company Law 
by Frank H. Jones, F.A.C.C.A., F.C.LS. 
(Jordan & Sons Ltd, London. rgs 6d net) 


Of the making of books on company law there is no 
end, but this addition to their number will be wel- 


comed by students. Mr Frank Jones has had long ex- . 


perience in reducing difficult subjects to their simplest 
form, and in translating the language of the law into 
terms that can be readily understood by the uninitiated. 
The arrangement has been carefully thought out, 
bold type and capitals being skilfully used to bring 
out fundamental matters and impress them on the 
memory. A number of special points are emphasized 
for students at the end of every chapter, together 
with a selection of questions from the examination 
papers of the professional bodies. Leading cases up to 
January 1955 are noted in their appropriate places. 


The Finance of Farming in Great Britain 


by Shadrach G. Hooper, B.Com., 
A.I.B., A.C.1.S., F.R.Econ.S. 


(Europa Publications Ltd, London. 25s net) 


This comprehensive review of the methods by which 
the British agricultural industry is financed was 
written and published before the recent develop- 
ments in the restriction of credit. It is none the less 
informative for all this, and indeed its value to the 
rural practitioner will be enhanced by this factor. 

Mr Hooper is a banker of considerable experience 
with a well-established family farming tradition and 
treats his subject with sympathy and understanding 
backed up by obvious practical knowledge. 

The structure of agricultural finance is critically 
examined in the light of the history of the industry 
and its present-day requirements. The various 
methods by which a farmer may elect to raise his 
capital are then described in considerable detail, with 
lucid practical examples of the procedure by which 
the requisite finance may be obtained. Particular 
emphasis is placed upon the relative costs of the 
various methods, and of the considerations which 
will necessarily be taken into account by the pros- 
pective lender. 

Not the least important section of the book consists 
of a series of ten appendices ranging from a glossary 


of farming terms to statistics of bank lending to 


agriculture. ` 
Besides being an excellent work of reference, the 
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book is extremely readable and entertaining, and 
should prove to be an important addition to the pro- 
feasional library of the accountant who practises in 
an agricultural community. 


The Leg&l Aspects of Business 
(Fourth Edition) 
by H. R. Light, B.Sc.(Lond.), F.I.C.S. 
| (Sir Isaac Pitman & Sons Ltd, London. 15s net) 


This is a new edition of a book first published in 
1948, and incorporates legislation of the last two years. 
Perhaps the most important changes are those arising 


‘from the Law Reform (Enforcement of Contracts) 


Act, 1954, and especially the repeal of much of 


, Section 4 of the Statute of Frauds. 


It is an old saying that the man who is his own 
Jawyer has a fool for a client. This book should not 
encourage any laymen to this particular folly. Its 
aim is to give him sufficient understanding of the 
‘law to know when a professional lawyer’s help is 
needed, and to avoid the mistakes from which 


litigation might arise. 


Part I deals with such topics as the sources of 
English law and its divisions and procedure and 
there is a useful chapter on arbitration. Part II 
_ consists of a survey of the law relating to commerce. 

Naturally a book of 309 pages does not cover all 
See in the full detail which a lawyer would require, 

t the general principles are set out in a very read- 
able manner and illustrated by well-chosen examples, 
usually the facts of well-known cases clearly set out. 

One suggestion for future editions is that where 
as frequently. 
happens, either the number of the page should be 
given or the number of the chapter should be shown 


' at the top of each page. 


| SHORTER NOTICES | 
Income Revisrrep, by A. C. Pigou, M.A. (Macmillan 


| & Co Ltd, London. 6s net.) This essay 1s a sequel to 


the author’s Income: An Introduction to Economics 
and explains, with the same refreshing wit and mellow 
wisdom which characterize all Professor Pigou’s 
writings, the elements of modern economics. 

PRINCIPLES OF AUDITING (Thirteenth Edition), 
by E. Miles Taylor, F.c.a., F.S.A.A„ and Charles E. 
Perry, F.C.A., ¥.S.A.A. (Text-books Ltd, Harpenden, 
Herts. 15s net.) The call for another edition of this 
well-known and useful work indicates its continuing 
value to students. 

INCOME TAX FOR THE LAYMAN (Third Edition), 
Issued by the Central Board of Revenue, Govern- 
ment of India, New Delhi. The second edition of this 
excellent book on Indian income tax was reviewed in 
our issue of November 27th, 1954. The new edition 
incorporates the various changes made by the Indian 
Finance Act, 1955. Other minor alterations have been 
made to increase the book’s utility. The maps and 
diagrams, which were such a novel feature of Ge 
editions, have been retained. 
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_ Income Tax Princes (Second Edition), by 
H. A. R. J. Wilson, F.c.A., F.8.A.A. (H.F.L. (Publishers) 
Ltd, London, 12s 6d net). This is a book on income 
tax for the beginner - not merely the student but any 
adult who wishes to study the subject as a matter of 
interest. It does not, however, confine itself to theory 
but includes a large number of practical examples, 
a mastery of which will ensure that the reader really 


- understands the subject. There is even a specimen 


back-duty computation, though naturally somewhat 
simplified. 


RECENT PUBLICATIONS 


“TAXATION Key ro Income Tax, Budget edition 1956, 
edited by Ronald Staples. 224 pp. 8k X 54. 105 net, 
1os 5d post free. Taxation Publishing Co Ltd, London. 
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FINANCE AND COMMERCE 


Weakness of gilt-edged securities continued the main 
feature of stock-markets during the past week. 
Distrust of even the current level of interest rates 
appears at the root of the weakness. While the funds 
remain depressed there is little inclination to advance 
other sections, though oils have kept fairly steady. 
The appearance of new corporation borrowing, in a 
Ze million loan for Bristol Corporation, did not 
assist the gilt-edged position. The stock is issued at 
£98 10s per cent thereby endorsing the already low 
level of gilt-edged values. 


Albright & Wilson 


This week we take a reprint from the accounts of 
Albright & Wilson Ltd, the chemical manufacturers 
whose history includes the first use of phosphorus in 
the making of matches. It is one of those companies 
which have adopted the practice of issuing a half- 
yearly report, to which the view now presented is 
connected in the opening remarks of the chairman, 
MeK. H. Wilson. The fnal results for the year, he 
says, confirm the expectations at the half-year in 
that turnover continued to rise but profit margins 
tended to decline. 

The accounts, generally, speak for themselves, but 
there are one or two points worth mentioning. The 
consolidation balance of £1,145,403, for instance, 
will be noted. Reconciliation of this item starts with 
the capital reserve of {1,113,054 at end-1954. To 
this was added {21,117 written off the investment in 
certain subsidiaries on the transfer of their activities 
to the parent company. Deduction of the £1,014,142 
taken for the ‘bonus’ issue and £328,000 for the 
preliminary expenses of a subsidiary written off its 
share premium account leaves 119,701. This 
residue of the capital reserve has been deducted 
from the amount by which the purchase price of 
Marchon Products Ltd and its subsidiaries, acquired 
during the year, exceeded the book value of their 
net assets, leaving the £1,145,403 which appears as 
the consolidation balance. . 

The ‘bonus’ issue, it can be seen, raised the issued 
capital by 50 per cent. The further increase in the 
capital is accounted for by a rights issue which was 
made in November. 


T Paripan Processes 


The directors of Paripan Ltd, the enamel and varnish 
~ makers, have this year written down the company’s 
secret processes and trade-marks in the balance sheet 
to a nominal £x. For this purpose, £18,247 has been 
transferred from the general reserve. This item has 
appeared at £18,248 since the company was formed 
in 1919. Reduction to £r, Mr Percival Randall, the 
chairman explains, does not mean that the asset, 
intangible though it is, has become valueless. 

Quite simply, he says, the value attaching to the 


company’s secret processes and trade-marks, which on 
a going concern basis is inseparable from the com- 
pany’s goodwill, is governed largely by the overall 
earning capacity of the business. 

Mr Randall thought that in present circumstances, 
the book value of £18,248, based as it was on histori- 
cal cost over thirty years ago, had little meaning, and 
it seemed to the board that the logical step was to 
write it off. They considered whether to do it by 
allocations of profit over five years but decided that 
it was better to deal with it by one transfer from 
general reserve. 

One seems to see much less of the intangible assets 
in the balance sheets of today. Maybe we had 
enough of them in 1928 when a spate of companies 
was formed to live a brief and remunerative existence 
for their promoters on the strength of patents and 
processes that failed to produce profits. 


Big Money 


W. H. Allen, Sons & Co. Ltd, engineers, has 
recently announced an issue of {800,000 5# per cent 
first mortgage debenture stock at a price of 98 to 
The Prudential Assurance Company. It so happened 
that on the previous day, Sir Frank Morgan, the 
chairman of the Prudential, was giving shareholders 
at the annual meeting an idea of the company’s 
investment potential. During 1955, he said, they 
invested a total sum of Zoo million, derived in part 
from the accrual of new funds and in part from 
proceeds of sales and redemptions. 

The principal channels into which the Zoo million 
was directed were £26 million of debenture stock, 
£6 million of preference, £18 million of ordinary 
shares, £7 million in mortgages and {7 million in 
property. Gilt-edged holdings in the balance sheet 
were £18 million down, partly through sales and 
redemptions and partly through further writing 
down of book values from investment reserve 
accounts. 

We quote the Prudential’s figures because they 
happened to be there at the time, but the whole 
insurance industry is similarly engaged in employing 
its policy-holders’ funds. The weight of money thus 
seeking employment is a tremendous factor in the 
sphere of investment, especially when the investor is 
able to put {£800,000 into one line of stock at one go. 


Money Market 


Once again the bid for the week’s Treasury bills was 
maintained at {98 15s 3d per cent. The market 
received 52 per cent against a previous 47 per cent 
and the average discount rate came out at £4 19s rtrd 
per cent against the previous week’s £4 19s o-6od per 
cent. Applications were lower at {373,185,000 com- 
pared with £392,975,000. This week’s offer of bills is 
£,260,000,000. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. _ 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


B.U.P.A. Accountants’ Group 


SR, — Readers may be interested to note that the 
British United Provident Association Accountants’ 
Group (the formation of which was the subject ofa letter 
in your issue of May 28th, 1955) has now been operating 
for a year and that nearly 250 members have joined. 
The Group enables subscribers to obtain protec- 
tion against the cost of private treatment for accident 
or illness, on terms well below those available to 
individual subscribers to the Association. Member- 
ship of the Group is open to most accountants in 
practice or in employment, as well as to all grades 
of staff employed by practising qualified accountants. 
Yours faithfully, 
ROSE, GLUCK & CO, 
Hon. Group Organizers, . 
B.U.P.A. ACCOUNTANTS’ GROUP. 
Room 5, 14 Queen Victoria Street, 
London, EC4. 


Professional Welfare 


SIR, ~ The letter published in your issue of May 12th 
from ‘An A.C.A? touches upon a very real problem, 
which the accountancy bodies will have to face up 
to in the very near future. 

Recently, a local group of chartered accountants 
was formed in this area, and the opportunity afforded 
of meeting fellow practising chartered accountants 
has revealed that the experiences of us all are much 
the same. 

We have many opportunities for comparison, and 
without doubt practising accountants are in one of 
the hardest worked and poorest remunerated of the 
professions at the present time. 

It is probably not realized by the majority of those 
who constitute the councils of ‘the accountancy 
bodies that the provincial accountant is general 
guide, philosopher and friend to his clients and at 
their beck and call fifty-two weeks of the year, in 
return for a very modest annual fee. 

Personally I do not see that the position can be 
materially improved until such time as a minimum 
standard of training, experience and professional 
ethics is required from all who practice as account- 
ants, which means some form of registration and 
control within the profession. 

I do not feel that the accountancy bodies have 
tackled these problems, and the problem of a mini- 


mum scale of fees, with anything approaching the ` 


required enthusiasm, and have too readily halted 

- before the few difficulties they have come up against. 
It is small wonder that so many chartered account- 

ants are seeking jobs in industry, with the very much 

more attractive conditions, both remuneratively and 

' in terms of leisure which are obtainable. 

We have endeavoured through our local group to 


‘get through’ to the people at the top our difficulties 
and our thoughts on these matters, and I feel that it 
is up to the practising members in every group or 
district society to endeavour to do the same. 
Yours faithfully, 
Peterborough. J. G. MEDCALF. 
Compensation not Subject to Profits Tax: 
The Butterley Co Ltd v. CIR. 
Sir, — In your Weekly Note, at page 460, of your 
issue dated April 28th, you quote Viscount Simonds 
as saying that the determining factor (in assessing 
the taxability) was ‘not what use the company made 
of the payment but what was the source from which 
it was derived’. 

This seems to run completely counter to all I ever 
learned about tax, viz.: it is the nature of the receipt 
in the recipient’s hands (not, be it noted, the use he 
makes of it) and not the source*of the payment that 
counts (a payment may be a ‘capital payment’ ‘But 
‘taxable income’ to the recipient). 

Do you agree, or was the remark simply out of 
context? Yours faithfully, 

Liverpool, 12. E. R. KERMODE. 


[It is true to say that the taxability (or otherwise) of a 
receipt is determined by the nature of that receipt in 
the recipients hands. This principle establishes the 
taxability of annual payments which have been made 
out of capital. However, we do not regard our report 
of Viscount Simonds’ words as being in any way 
inconsistent with the principle; they merely emphasize 
that the label which the recipient chooses to attach to 
the receipt does not alter the nature of the receipt as far 


as taxability is concerned. ~ Editor.]} 
@ 


AN EXCEPTIONAL OPPORTUNITY 


is open to a thoroughly experienced 


TAXATION SPECIALIST 


Salary £1,500-£2,000 
Pension Scheme ` 
Excellent Prospects ois 
Applicants must have been in long and close 
touch with taxation law and practice either 
in an accountancy office or as an Inspector of 
Taxes. Applications, which will be treated in 
strict confidence, should be addressed to 
Box TS/101, The Accountant, 
4 Drapers’ Gardens, London, EC2. 
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LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


+ EXCERPTS FROM THE 


The fourteenth annual general meeting of the London 
and District Society of Chartered Accountants was 
held in the Oak Hall of the Institute on May 24th, 
with Mr R. P. Matthews, B.COM., J.P., F.C.A., presiding. 

The report of the committee for the year ended 
March 31st, 1956, reproduced in our issue of May rath, 
was adopted. 

In: the course of his address, the Chairman said 
that membership of the Society had increased by 94 
and at March 31st last totalled 2,684. 


Management Accounting Course 


Turning to the management accounting course, Mr 
Matthews reminded members that it will be held at 
Queen’s College, Oxford, from Friday, July 6th, to 
Sunday, July 8th, next. There will also be: 

‘a further conference for mernbers of the London Society 
alone, which will be held at Eastbourne during the 
week-end of Novembér oth next, Full details will be dis- 
patched to members of the Society well in advance... .’ 


Activities 


Referring to the activities of the Society during the 
past year, the Chairman emphasized the value of 
the work of the sub-committees. 

“We refer in the report in a comparatively few lines to the 
activities of various sub-committees, and, in particular, 
the regional Taxation and Research Committee, which 
this year was chaired by Mr E, K. Wright. These few 
lines no way do justice to the thought and consideration 
that the members of that committee have given to those 
problems which were submitted to it by the main Taxation 
and Research Committee of the Institute, all of which were 
most carefully examined and duly reported upon. 

“The various addresses at our evening meetings were 
most helpful, as also were those at our two luncheons. . ...’ 


Commonwealth Students 


the year our Society, as well as other district 
societies, teceived a letter from the Institute on the subject 
of taking as articled clerks students from the other parts of 
the Commonwealth, this giving notice of the establishment 
of a register of firms willing to accept one or more overseas 
students as articled clerks. In bringing this to your notice 
tonight, I arn well aware that there are some members who 
feel that if they employ coloured articled clerks this may 
give rise to some difficulty among their clients. Undoubtedly 
there will be cases where this is so, but my own experience, 
and that of, I know, many practising members in London, 
is that normally no difficulty whatsoever should arise, and 

that cliemts who in these days are increasingly used to 
meeting coloured people in the -conduct of their daily 
activities have no objection whatever to such a person, if 
suitable, being engaged.as a clerk on their audit. 


Professional Fees 


‘During the year it has been my privilege to attend many 
functions to which the President of our Institute has taken 
portunity of giving some wise and helpful advice to 
Se rs, much of which is often reported later in The 
Accountant. May I, however, on this occasion particularly 
emphasize the remarks which he made at the annual er 
of the South Wales Society in March last when he reminded 


H 


CHAIRMAN’S ADDRESS 


his hearers that the practising accountant is at the mercy of 
ever-rising costs, which, in his view, constituted a more 
than adequate reason for a revision of professional fees. 


’ As Mr Carrington then ‘aid. even when fees were settled 


only two or three years ago, the increase in salaries and 
other costs since then has been such as to merit a material 
uplift in an accountant’s charges. I venture to suggest that 
these remarks deserve all the publicity they can get; I do 
not see how we can be expected to give the maximum 
service to the community unless we are able to engage an 
efficient and highly-trained staff, and we certainly have no 
justification whatsoever for suggesting that people who are 
employed by practising accountants should receive in- 
adequate remuneration, having regard to their training, 
ability and experience, in comparison with those employed 
in commerce or industry, whether nationalized or other- 
wise. If a client were asked to agree to an increase in our 
fees compared with only a few years ago, in the same ratio 
as he has during that period increased the price of the 
services or products he supplies, or the salaries he pays to 
his own clerical staff, then I am sure our gross fees would, 
in many cases, be materially increased and so help to meet 
the higher costs of running our practices. 


Appreciations 


‘I have mentioned the work of the committee and of the 
sub-committees; may I now stress the indebtedness of this 
Society, and all its chairmen from time to time, to our 
secretary, Mr J. W. G. Cocke, for the enthusiasm and 
interest with which he deals with Society affairs; I would 
like also to thank the deputy secretary of our Society, and 
to acknowledge the help received from Mr Maclver, and 
the other members of the Institute staff. We are also grateful 
to The Accountant for helping to spread among. members 
knowledge of our affairs from time to time.’ 


He continued: S 


Election to the Committee 


‘It now falls to me to announce to you the result of the 
ballot for the three vacancies on the committee for membera 
in practice. This year fate, or perhaps I should say our 
honorary secretary, whose guidance in these matters the 
committee are always glad to accept, has decided that two 
of the retiring members shall be the chairman and vice- 
chairman of the Society, both of whose names were, as 
you know, on the ballot paper for re-election ifthe m 

so willed. 

‘On the other hand, the rules provide that the scrutineers 
for the ballot shall be the secretary and either the chairman 
or the vice-chairman. 

‘In these circumstances I have broken the rules and asked 
if one of the past.chairmen would be good enough to act as 
scrutineer with the secretary. Mr Densem kindly con- 
sented to do this, and I now announce to you the result of 
the ballot, which is as follows: 

Members in practice: Mr R. P. Matthews, B.COM., J.P., 
F.c.a.; Mr W. E. Parker, ong, F.c.a.; Mr C. J. M. Bennett, 
B.A., F.C.A. 

Members employed in the service of a practising accountant: 
No election was necessary in this category, Mr L. J. Ezra, 
A.C.A., and Mr H. B. Huntington-Whiteley, a.c.a., being the 
only members nominated to fill the two vacancies. 

Members not in either of the foregoing Pa ae No 
election was necessary in this category, Mr J. A. B. Keeling, 
D.F.C., M.A., A.C.A., and Mr H, I. Pound, A.C.A., being the 
only members nominated to fill the two vacancies. 


; Price 3d net. 


"e ets 


Price rs net. 


June 2nd, 1956 


THE ACCOUNTANT 


637 


NEW LEGISLATION 


interest to the profession. The date given i 
or then a S 


© 


a 
i STATUTES 
(4 & 5 Eliz. 2) 


Chapter 37: Licensing (Airports) Act, 1956 


An Act to exempt international airports from the 
restrictions on the times at which intoxicating liquor 
may be sold or supplied. 
Price 3d net. May xr7th, 1956. 
Chapter 38: Agricultural Mortgage Corporation 
` Act, 1956 


An Act to amend the memorandum of association of 
the Agricultural Mortgage Corporation Ltd; validate 


_ certain debenture stock issued by that company, and, 


in connection therewith, amend a deed made by it 
for securing debenture stock issued by it; and authorize 
the Minister of Agriculture, Fisheries and Food to 
make further advances to that company for the pur- 
pose of increasing its guarantee fund. 

Price 3d net. May r7th, 1956. 


Chapter 39: Pensions (Increase) Act, 1956 


An Act to provide for increases in certain pensions; 
and to amend the Pensions (Increase) Acts, 1920 and 
1924, the Pensions (Increase) Acts, 1944 and 1947, 
the Pensions (Increase) Act, 1952, and the Second 
Schedule to the Pensions (India, Pakistan and Burma) 
Act, 1955. 

May 17th, 1956. 


Chapter 40: Local Government (Street Works) 
(Scotland) Act, 1956 


‘An Act to authorize local authorities in Scotland to 


contribute to the expenses incurred by frontagers and 
others in connection with the construction, mainten- 
ance or making up of private streets, new streets and 
footways. 

May 17th, 1956. 


‘Chapter 41: Solicitors (Amendment) Act, 1956 


An Act to amend the enactments relating to solicitors 
and for purposes connected therewith. 
Price 9d net. May 17th, 1956. 


STATUTORY INSTRUMENTS 


The Savings Certificates (Amendment) 
, Regulations, 1956 
(S.I. 1956 No. 574) 


These Regulations further amend Regulation 4 of the 


: Savings Certificates Regulations, 1933, as substituted 
_ by the Savings Certificates (Amendment) Regulations, 


, IQ5I. 


Their effect is to increase the maximum 
permitted holding of National Savings Certificates of 


, the Ninth Issue from 1,200 unit certificates (purchase 


, price {go0) to 1,400 unit certificates (purchase price 


' £i 050), ae from April 23rd, 1956. 
April 23rd, 1956. 


All new Acts are noted in this column, together with those Statutory Instruments which are 


when an Act recetved the Royal Assent 


tatutory Instrument becomes effective. Coptes of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC a2. 


The Exchange of Securities (No. 3) Rules, 1956 
(S.I. 1956 No. 608) 


These rules prescribe the procedure for the acceptance 
of the offer to exchange 24 per cent Defence Bonds and 
3 per cent Defence Bonds (Fourth Issue) for 44 per 
cent Defence Bonds (Conversion Issue) made in the 
terms of the Notices dated April 23rd, 1956, to holders 
who had previously accepted an offer to exchange their 
securities for 4 per cent Defence Bonds (Conversion 
Issue). 
Price 3d net. April 23rd, 1956. 
The Rating Appeals (Local Valuation Courts) 

Regulations, 1956 

(S.I. 1956 No. 632) 


These Regulations prescribe the general procedure to 
be followed by local valuation courts in hearing rating 
appeals. They also provide a method for determining 
which court is to hear appeals relating to certain 
undertakings occupying properties in different areas. 
The Regulations also revoke and supersede the Rat 
Appeals (Local Valuation Courts) Regulations, 1949. 
Price 3d net. May Ist, 1956. 


The Ulster and Colonial Savings Certificates 
(Income Tax Exemption) Regulations, 1956 
(S.I. 1956 No. 715) 


These Regulations replace existing Regulations made 
under Section 31 of the Finance Act, 1942, now 
replaced by Section 193 of the Income Tax Act, 1952, 
which provides for exemption from income tax in 
certain circumstances of the interest on Ulste1, colonial 
and certain other savings certificates. 
Price 3d net. 


The Double Taxation Relief (Taxes on Income) 
(Federation of Rhodesia and Nyasaland) rder 
1956 . 
(S.I. 1956 No. 619) 


Before the establishment of the Federation of Rhodesia 
and Nyasaland in 1953, arrangements for the avoidance 
of double taxation were in force between the United 
Kingdom and each of the constituent territories of the 
Federation. With -the establishment of the Federation 
the changed constitutional position made it necessary 
for a new agreement to be negotiated between the 
Governments of the United Kingdom and the Federa- 
tion. This agreement, which is set out in the First 
Schedule to this Order, follows in the main the 
previous arrangements in the separate territames. It 
provides that certain classes of income derived from 
one country by a resident .of the other country are 
(subject to certain conditions) to be exempt from tax in 
the former country. 

The agreement which, in accordance with the terms 
of the supplemental agreement which is set out in the 
Second Schedule, will supersede the existing agreement 
and arrangements with the constituent territories, is 
expressed to take effect from April rst, 1953, the-date on 
which the Federal income tax system came into force. 
Price 6d net. 


May 17th, 1956. 
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NOTES AND NOTICES 


Personal 


Messrs BacsHaw & Co, Chartered Accountants, 
of 3 St Helen’s Place, London, EC3, announce with 
great regret that Major W. Hastincs BAGSHAW, 
M.A., A.C.A., who became a partner in the firm in 
1891, died on May 19th, at the age of go. The practice 
will be carried on by Mr B. FRANKLYN, F.c.A., and 
‘Mr R. BALLANTINE, D.S.C., A.C.A., under the same 
name. 

Messrs BERTRAM Sitcock & Co, Chartered 
Accountants, of 31 Bold Street, Warrington, and 
Finsbury Court, London, EC2, announce that Mr 
A. J. BRADSHAW, F.C.A., who had been associated 
with the firm for thirty years, retired from the 
partnership on May aist, 1956. They also announce 
that Mr P. G. Watgen A.C.A who has been a 
member of their staff for a number of years, has been 
admitted into partnership as from that date. 

Messrs LAVERICK, WALTON & Co, Incorporated 
Accountants, of Midland Bank Chambers, Sunder- 
land, and 14-16 Grey Street, Newcastle upon Tyne, 
afmounce that as from May 17th, 1956, Mr W. S. 
MARTIN, F.S.A.A., ceased to be a partner in the firm. 
The practice will continue to be carried on under the 
same name by the remaining partners, Messra N. H. 
WALTON, F.S.A.A., G. BLAKELOCK, F.S.4.A., E. SWIN- 
BURNE, F.S.A.A.. R. RICKABY, F.C.A., F.S.A.A., and 
J. H. LUNDY, F.C.A., F.S.A.A. 

MR S. R. DRINKWATER, F.S.A.A., practising under 
the style of T. B. Scarrercoop & Co and SCATTER- 
GOOD, DRINKWATER & Co, at 125 Edmund Street, 
Birmingham, 3, announces with great regret the 
death of his partner, Mr J. F. SIDAWAY, A.A.C.C.A., 
after over forty years together, first as coll 
and afterwards as partners. The practice be 
continwed by Mr DRINKWATER under the same style 
and at the same address. 


Professional Notes 


Mr Ian T. Morrow, C.A., F.C.W.A., ATLI, formerly 
deputy managing director of the Brush Group Ltd, 
has been appointed, joint managing director of the 
Group. 

Mr N. S. Brown, C.A., has been appointed a director 
of Euclid (Great Britain) Ltd, of Motherwell, 
Scotland. He will continue to act as secretary of the 
company. 


Chartered Accountant Mayors 


Two chartered accountants were recently elected 
mayor and deputy mayor of two London boroughs. 
They are Mr H. C. Littlewood, A.C.A., Ac.Ls., of 
the firm of C. F. Middleton & Co, of Basinghall 
Street, London, who has been elected Mayor of 
Islington, and Mr A. Marks, F.C.A., senior partner in 
the firm of A. Marks & Co, of Wimpole Street, 
London, who has been elected deputy mayor of 
Finsbury. 


The Chartered Accountants’ Benevolent 
Association 
Mr George R. Freeman, F.c.@, President of the 
Association, was in the chair and six members of 
the committee were present at a meeting of the 
executive committee held on May 16th, 1956. 


Applications for Assistance 
Six new applications for assistance were considered. 
In five cases a grant or a donation was made; in one 
case it was decided to defer consideration for six 
months. 

Fifteen applications for further assistance were con- 
sidered; in eight cases the grant was renewed; in five 
cases it was increased; in one case it was decided to 
discontinue the grant and in one other case the 


committee authorized the President to decide, after ` 


further investigation, what grant, if any, should be 
made. 

W. B. Peat Memorial Scholarship Fund 
A grant of £30 p.a. for three years was given to assist 
with educational expenses. 


Matters Reported 
The honorary secretary reported changes which had 
taken place in the circumstances of three beneficiaries 
and the death of a beneficiary, aged 60, who had 
been assisted since 1951. 
He also reported the receipt of a legacy and four 
donations amounting to £478 os 6d. 


Manchester Chartered Accountants’ Students’ 
Society 


The report for 1955 of the committee of the Manchester 
Chartered Accountants’ Students’ Society records an 
active year during which membership showed a 
pleasing increase of 52 members, bringing the total to 
1,012 at December 31st. 

A comprehensive programme of evening meetings { 
was held during the year, while, as in the past, three 


| 


courses of lectures (namely, preparatory, Intermediate, | 


and Final) took place on Saturday mornings. Among ` 
several afternoon and evening visits which were 
also arranged, parties of members visited the Renold 
& Coventry Chain Co, the Manchester Assize Courts 
and the Computing Machine Laboratory at Man- 
chester University. The residential courses at 
Burton Manor, near Chester — held jointly with the 
Liverpool Society —- again proved most successful. 


During the year it was decided that it would be of . 


benefit to form a local group at Bolton, and the Bolton 
Group was formally inaugurated in October with a 
membership of thirty-one, under the chairmanship of 
Mr B. Entwisle, F.C.A. 

Mr H K. Poppleton, F.c.a., has been elected 
President of the Society for the ensuing year, and 
Mr H. B. Vanstone, F.c.a., has been elected Vice- 
President. 


June 2nd, 1956 


Northern Ireland Budget 


The Budget statement introduced on May 22nd, 
1956, by Mr G. B. Hanna, the Northern Ireland 
. Minister of Finance, contained few proposals for tax 
changes. The new legislation affecting the reserved 
taxes, income tax, ptofits tax and customs and excise, 
has of course already appeared in the British Finance 
Bill. Mr Hanna said-that he proposed to introduce 
reliefs from stamp duty on conveyances and in relation 
‘to purchases of annuities, together with estate duty 
reliefs on the lines announced in the British Budget. 
A new issue of Ulster savings certificates is to be 
available from August 1st, 1956, corresponding to the 
new issue announced in Britain, and will yield an 
average rate of interest over seven years of £4 3s 11d 
free of tax. The new premium bonds announced by 
Mr Macmillan will be available for purchase in 
Northern Ireland post offices but, in deference to 
the wishes of religious and other bodies, Mr Hanna 
said that he would not ask the Northern Ireland 
Savings Committee to promote the sale of these 
bonds. ... 


Cost Reduction Report 


While everyone agrees that cost reduction and 
increased productivity are the two requirements 
essential to the maintenance of our industrial well- 
being, the precise means of achieving these desirable 
economic ends are by no means common knowledge. 
This situation adds value to the recently-published 
report of the Institute of Cost and Works Account- 
ants which discusses many practical ways in which 
manufacturing and other costs may be substantially 
reduced without impairing the suitability or utility 
of the products themselves.! 

The approach to the problem, the report states, 
must be systematic and not- haphazard. Standards, 
once fixed, should not be regarded as immutable but 
should constantly be challenged and revised. It is 
suggested that of the principal directions in which 
savings may be effected, probably the greatest scope 
lies in the field of product design. Modifications at 
,the planning stage may bring about substantial 
economies in-the subsequent outlay on plant, tools, 
raw materials, wages and overheads. When creating 
new products, designers should consider, among 
other questions, if it is possible to incorporate 
materials cheaper to buy and stock and easier to 
handle and machine and should devise means of 
saving wages costs by making the product more 
‘convenient to manufacture, assemble and pack. 


JL Cost Reduction (The Institute of Cost and Works Account- 
lants. Distributors: Gee & Co (Publishers) Ltd. 6s net). 
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The report deals also with problems of factory 
organization and methods, marketing and finance. 
The treatment of the last of these is sketchy in com- 
parison with the others and could be considerably 
amplified. The rest of the report is a useful contribu- 
tion towards the ideal, mentioned in the summing-up, 
of the concept of cost reduction becoming ‘a planned 
and co-ordinated process’, applicable to every section 
of our business activity. 


The Institute of Municipal Treasurers and 
Accountants 


Mr Alan `T. Brown, M.A.(CANTAB.), A.I.M.T.A., 
formerly technical assistant to the Borough Treasurer 
of Wolverhampton, has been appointed assistant 
secretary of the Institute of Municipal Treasurers 
and Accountants in succession to Mr L. Marshall, 
A.I.M.T.A., D.P.A., who has taken up an appointment 
with the Harlow Development Corporation. 


Banking Schools 


‘City OF LONDON’ COURSE 

Forty-five bankers and specialists from sixteen 
countries are at present in London taking part in the 
third annual course to be arranged by the British 
Council, on the work of the City of London. The 
course, which will be of two weeks’ duration, is 
under the direction of Mr J. E. Wadsworth, of the 
Midland Bank. 


INTERNATIONAL SUMMER SCHOOL 
Two hundred and three bankers from thirty-eight 
countries will be attending the Ninth International 
Banking Summer School at Rutgers University, New 
Brunswick, New Jersey, U.S.A., from July 7th to 
21st. 

The school, which was inaugurated by the Institute 
of Bankers in 1948, is normally held at Christ Church, 
Oxford, every third year: in the intervening years it 
is held abroad. This year the school is being organized 
jointly by the Institute of Bankers and the Graduate 
School of Banking section of the American Bankers’ 
Association and will be under the direction of Mr 
Maurice Megrah, the Secretary of the Institute of 
Bankers. The theme of the school will be ‘Inter- 
national banking and .foreign trade! institutions, 
practices and policies in the western hemisphere’. 


The Accountants’ ‘Christian Fellowship 
A meeting for Bible reading and prayer will be held 
at 6 p.m. on Monday next, June 4th, in therestry 
at St Mary Woolnoth Church, Lombard Street, 
London, EC3. 






Telephone: Victorla 2002 (3 lines) 
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SEVENTY-FIVE YEARS AGO- 
From Whe Accountant or JUNE 4TH, 1881 
Extract from a contributed article entitled 
AUDITS (No, 4). 

Much of the information which is now rightly 
denied to bodies of shareholders, and given privately 
to individuals, or refused at the discretion of directors, 
might be habitually given, if the Legislature made its 
publication compulsory upon all. But it is difficult to 
enforce full information without committing an act 
of injustice towards companies, as opposed to private 
concerns, which need never print any balance-sheets. 

The inference I would draw is, that in the absence 
of any reason to the contrary, balance-sheets should 
be drawn up so as to disclose which of the liabilities 
are Maturing soon, and which are distant, the latter 
including mortgages and debenture bonds. Also, the 
assets should be so divided as to distinguish invest- 
ments readily realisable, current debts due from 
customers, and any things i in the nature of “lock-up.” 
Where this is not done, the auditor must leave the 
e ee with E Board, but need say nothing on 
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the subject in his report, nor in any verbal obser- - 
vations, save in answer to questions raised ey share- 
holders. 


Our Weekly Problem 


No. 121:. GREEN, AMBER, RED 

Charles Sidate was taking Rosemary to “Amber and 
Red’ at the Beacon. ‘That’s the third traffic light 
running that has held us up’. ‘Don’t be so impatient,’ 
said Rosemary. ‘It’s only for afew seconds and actually 
it is a fifty-fifty chance that all three- are in your 
favour.’ 

The lights were green for 31, 41 and 53 seconds. 

If Rosemary was correct, what were the periods 
against Charles and Rosemary? 

The answer will be published next week. 


ANSWER TO No. 120: TICKING IN COLOUR 


If a is the number of weeks Charles used green ink, and bh ' 
the number of weeks he used magenta ink 
r—x(2a+-b)=ġ. 1—x(a+2b)>4} 
from which 1ra=2b. But a+b=26; so a=4 and b=2323: 
Charles used green ink for four weeks. 


LONDON STUDENTY’ COLUMN 


. News from the London Chartered Accountant Students’ Commitee 


The Sporting Side 


Now that the May examinations are over there is no 
doubt that many erstwhile students will be more dis- 
posed to indulge in sporting activities — at least until 
the examination results are announced! With this 
thought in mind the committee has considered the 
suggestion that the names and addresses of the sports 
captains should appear in the Society’s future pro- 
gramme cards. While it is agreed that this would be 
useful, it is impracticable owing to the fact that not 
infrequ€nt changes occur amongst the sports captains 
through pressure of studies and various other causes. 
The names and addresses of captains for the time being 
may, however, be obtained from the office of the 


assistant secretary and it is proposed to include a 


note to this effect in the next programme card. A list 
will also be posted’ in the library. 

At the annual general meeting several members 
commented on the relatively small proportion of the 
Society's expenditure which is devoted to sports. 
These questioners pointed out, quite rightly, that one 
. of the aims of the Society is to ‘help members to get to 
know other students and that sport is an excellent 
medi for achieving this aim. In order to keep a 
proper sense of proportion, however, it must be appre« 
ciated that although every effort is made to encourage 


members to play games for the Society, the number 
who can, and do, is in fact a very ‘small proportion of 
our total membership. It was pointed out at the 
meeting that most sports clubs require members to 
make.a contribution towards the expenses of each 
game in which they play, although the playing of 
games is the main object of those clubs. Sports are 
supplemental to the main objects of our Society, 
but the committee do in fact consider the sports 
budgets with care and a reasonable contribution 
per capita is fixed for players, while the Society bears 
the greater part of the cost. In view of the questions 


which have been raised, the committee is going to ` 


review this procedure again in the near future. 


University Residential Course 


Arrangements for the 1956 residential course, which 
is being held at Balliol College, Oxford, have now 
been completed and particulars and application forms 
will be going out shortly. The course fee will be £5., 

This is one of the most valuable of the Soctety’s 
facilities but accommodation is unfortunately limited, 
so early application is desirable. 

Provisional arrangements have been made with 
Corpus Christi College, Cambridge, for the 1957 
course. 


MOTOR mam FIRE — CONSEQUENTIAL LOSS 


MOTOR UNIO 


INSURANCE 
COMPANY 


10 ST JAMES’S STREET, LONDON, SWi 
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| CONTENTS AN ACTUARIAL | 
ee Sed ACHIEVEMENT 


ee A ‘PROBABILITIES direct the conduct of the wise’ wrote 
i Cicero, and proof is to be found in the history of the 


mg , 
EE Faculty of Actuaries in Scotland, which distinguished 


B Co'Ltd, Incorporated In- body we congratulate on attaining its centenary. The story of its 
tirance Brokers 642 life is most pleasantly related by Mr ANDREW RUTHERFORD 
vous American Comment- DAVIDSON, Spa, F.I.A., whose extensive knowledge and research 
By. Pan E F. Byrd, M.A., find expression in easy and entertaining writing." 

f Can ie ae There is a strong link between the professions of the account- 
counting, McGill University, ant and of the actuary, and also a marked distinction. The 
Montreal 646 similarity in their work and aims was more apparent a hundred 

pete years ago when both were in their infancy. In 18 55 it was natural 
The Impact of Automation that members of both professions should unite in forming the 
on Management Accounting Institute of Accountants and Actuaries in Glasgow, and that“ 
by David F. Young, C.A., ee: 
F.C.W.A., Secretary and petitioning for a Royal Charter they should state that: __ 
om oe Wile Lid Com- 648 ‘the business of an accountant is not confined to the department of 

the actuary, which forms only a branch of it’. 

Weekly Notes 654 While the inclusive title was long retained, the formation of the 


Faculty of Actuaries in Scotland in 1856, and the development of 
, each profession along its own lines, gradually emphasized their 
Taxation Cases 660 distinctiveness, though even today the difference is one which the 
public mind finds difficult to grasp. 
Mr Davinson’s definition of actuaries is . 
‘persons whose profession involves the employment of the statistics 


Finance and Commerce 657 


Correspondence 662 


The Institute of Cost and 
Works Accountants 


Twenty-seventh National of the past as a measure of the occurrences of the future’. 
| Cost Conference 664 Clearly, therefore, the accountant and the actuary travel’a con- 
Notes and Notices siderable distance along the same road, though their ways 
_ Personal — New B.O.A.C. ultimately diverge into their own fields of work. As in the early 
, Financial Comptroller — . 
Ke EE onal Notes days of accountancy bankruptcy work took an unduly prominent 
Homes for Old People — ` place, so the main preoccupation of the members of the Faculty 
Stamp-Martin Research os : . : - 
Techies EE WEE Ee in its first years was with life contingencies. Indeed, the actuarial 
' ment in Australia ~ Golf in profession came into being e the requirements of the life 
Ireland — Golf in Scotland — Gi 
The Association of Scottish DICES: 
Chartered Accountants in Against the background of old Edinburgh, Mr Davipson draws 
TRE SE a delightful picture of the days when the Faculty was growing up, 
chase — Union of Chartered and of the dominant personalities throughout its story, and there 
| ee E S _ are some excellent illustrations. It was the first actuarial organiza- 
Cases — Our Weekly Prob- tion to receive (in 1868) a Royal Charter, and since then it has ` 
Seana? owe 666 gone steadily forward, ever looking to 
‘the vast untilled field of research’. 
Soppiemeni Mr A S. H ` which remains to be worked. With congratulations on the past, 
Dicker, M.B.E.. F.C.A, we combine good wishes for future prosperity. 
President of The Institute SE 
of Chartered Accountants 1 The Faculty of Actuaries in Scotland, 1856-1956, by Andrew Rutherford 


_ in England and Wales, 1956. Davidson, F-F.A., F.1.A., Past President of the Faculty. 
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INSURANCE BROKERS’ ACCOUNTING 


by E. J. BUQUE, Chief Accountant 


Wright, Entwistle & Co Ltd, Incorporated Insurance Brokers 


necessary to study the methods by which 

a broker obtains his business — it is sufficient 
to say that his function is to obtain insurance 
cover for his client. He is remunerated by way of 
brokerage or commission allowed by the EES 
writer on each individual policy. 


CG the purpose of this article it is not 


Dealing with Orders 
There are several methods of recording initial 
instructions to insure: 


The slip system 


Due to the influence of Lloyd’s, and the fact that 


only their own appointed brokers are allowed 
to place business in the ‘Room’, a system has 


wn up aroundsethe ‘slip’, which is to be found | 


in operation in most broker’s offices. Upon receipt 
of an order, the broker prepares his slip. Details 
of the property to be insured, the value, location, 
type of cover required, and the insured’s personal 
details, are set out. The broker’s registered num- 
ber at Lloyd’s is printed on all slips. 

After broking, the slip will also show the syn- 
dicate(s) covering the risk, the rate per cent to be 
charged for the cover and the rate per cent of 
commission which the underwriter is prepared 
to allow. 


Companies’ order advice 

Where all business is placed with companies, a 
common method of dealing with orders is im- 
mediately to issue to the client a cover note, the 
carbon copy of which forms an order advice to 
the company. The same details as are shown on 
the slip will be shown on the company’s order. A 
third copy of the cover note is usually retained 
for the broker’s original record. It is normal when 
broking with companies for a completed proposal 
form to be submitted, and it is usually con- 
venient to send this to the client for completion 
with the cover note. The risk will have been 
covered by the company concerned, by agreement 
with the broker on the telephone. It may be con- 
venient to agree the premium at this time, or it 
may be necessary to await the return of the 
proposal form. 


The order book 


This is normally an analysed book, having ap- 
propriate columns for the client’s name, address, 


class of business and the value and type of 
property to be insured. The order book may be 
used alone, or in conjunction with either of the 
two methods mentioned above. If the latter is 
the case, the amount of detail recorded in the 
book may be of a very scanty nature. 


Choice of Underwriter 
The broker has a very large choice of underwriters 
at his disposal; they may-be divided into two main 


_ categories: 


‘Lloyd's de A 

Lloyd's needs very little description here; it is an 
association of individuals who in practice join 
together to form syndicates. Each syndicate is 
represented in the ‘Room’ by underwriters and is 
known by its own registered number, and” 


‘Companies’ 
The companies at a broker’s disposal are many 
and varied but may be classified as: ‘Tariff’ and 
‘Non-tariff’. “Tariff? offices are an association of 
companies which subscribe to certain rules and 
agreements relative to rating of risks, allowance of 
commission to agents and brokers, and other 
matters, such as the prevention of accidents and’ 
the study of building construction with a view 
to minimizing fire losses. Central governing bodies 
known as ‘committees’ are set up to prescribe the 
rules and regulations and generally to control the 
conduct of the member companies. 

The majority of companies also subscribe to 


the Institute of London Underwriters, byes 


performs much the same. function as Lloyd’ 
Policy Signing Office, which will be explained in 
more detail later. 

The actual choice of underwriter must depend 
on the type of business to be placed, and is of very 
little concern when dealing only with book- 
keeping. 

Issuing of Debit Notes 

Shp system 

Where the slip system is in force, debits are 
normally prepared under the control of the ac- 
counts department. The debit note is prepared 
from the slip, which, as has already been stated, 
shows, after broking, all the details necessary for 
the calculation of the premium. In the majority 
of instances the debit note also serves the purpüse 
of a cover note. l 


E 
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Where the majority of business is placed with 


Lloyd’s'and it is the broker’s responsibility to 


prepare his own policies, it is most convenient to 


` allocate a policy number at this stage. This number 


—~ ee vn 
—— zl 


is shown on both slip and debit note, and later, 
on the policy itself. 


Order advice 


If the business has been placed with a company, 
the preparation of debits may well be left to the 
clerk responsible for the actual placing of the 
tisk. Should the premium have been agreed 
by telephone, the debit may be prepared at 
once. If, however, this is not possible, it will be 
necessary to await the companies’ premium 
calculation from which, after checking, the pre- 


paration of the broker’s debit is a simple matter. 
The company issues its own policy at a later date, 


and it is usual for all debits to be compared with 


the policy as an independent check on both 
‘premium and cover obtained. 


Debiting the Client’s Ledger 
Manual operation | 
This may be accomplished through either a 


‘premium journal, written up from the slip, debit 


note, or order book, or directly from a copy of the 
client’s debit note. 
Premium journal. — An analysed day-book hav- 


‘ing one debit column for the client’s premium and 


four or five credit columns. These will normally 


‘show credit to Lloyd’s underwriters, companies, 
‘brokerage or commission, policy and stamp duty, 


and possibly, commission due to any sub-agent. 

The brokerage and stamp duty columns may be 
cast and posted at the end of each month to the 
private ledger, but the other columns must. be 


‘posted in detail to the various personal accounts. 


Copy debit notes. — The accounts copy of the 
debit note is taken on a prepared form, which for 
convenience may be somewhat longer than the 
original, having a cash column ruled in the lower 
right-hand corner. This column is divided 
horizontally into four or five lines. The first line 
which is normally doubly underlined is the debit 
column, and the remainder are for the purpose of 
crediting underwriters’ (separate lines for Lloyd's 
and companies) brokerage, and stamp duty. 
Should it be the practice of the firm to allow 
commission to sub-agents, a further credit line 
is added. These columns are cast and cross-cast 


in the same manner as the hand-written premii: 


journal. 
Should the debit notes not have been numbered 
with the slip, they are normally kept in a loose- 
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leaf file in alphabetical order until the end of the 
month, when they are numbered. After all posting 
has been completed they are bound up in books. 

For posting, it is a great advantage to be able 
to sort all debit notes into alphabetical order, and 
this particular feature of the loose-leaf journal 
lends itself aa to mechanization. 


Mechanization 
Where the loose-leaf system of — the 


premium journal is in force, there is no difficulty 
in posting debits mechanically. 

The chief feature of a mechanized system is that 
in one operation statements of account are pre- 
pared, the personal account in the ledger debited 
and a total of items posted recorded for control 
purposes. 

A modern, manually-kept set of books, runs 
closely parallel to a mechanized set in that controls 
of most posting operations are maintained. 

A firm of insurance brokers has more clients 
per thousand pounds of turnover than the majgr- 
ity of businesses of another type. For this. reason 
self-balancing’ ledgers have been a feature of 
brokers’ book-keeping for many years, and in 
most offices whatever medium is used for posting, 
all books of original entry are analysed. l 


Crediting Insurers 
As we have seen, the broker ma place his business 
either with Lloyd’s or through a company. It is 
normal practice to have the ‘bought’ ledger in 
two sections to deal with this: the Underwriters’ 
ledger, for business with Lloyd’s syndicates; and 
the Companies ledger. 

These may be again subdivided into marine 
and non-marine, depending upon the size of the 
business. 

The premium journal and cash-book will also 
Ta to be divided in this fashion for control 


purposes. 


_ The Underwriters’ Ledger 
As with the clients’ ledger, there are several 
methods of actually compiling the data required 
for posting, which must depend to a large’txtent 
upon the manner in which the original entry is 
prepared. | 


The hand-written premium journal 

This permits of no quick analysis for posting, 
although it is frequently found to be profitable 
to analyse the whole of a month’s journal entries 
rather than to leaf ae and forwards in the 
ledger. 
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Copy debtt notes 

At the time of casting the month’s debit notes 
to arrive at the total commission earned, the 
underwriters’ portion will have been filled in with 
the net amoufit due to them, and a cast made of 
this column for agreement purposes. It will be 
appreciated that one debit note may have as many 
as two or three dozen underwriters’ credits 
contained on it; however, debits of this nature are 
in the minority. 

In any event, those debits having only o one 
underwriter’s credit shown may be sorted into 
posting order. This may be either alphabetical 
or numerical, each syndicate’s account being 
headed with its registered number, rather than 
its name. The entries to be made from this media 
lend themselves to either manual or mechanized 
posting. 

Where there is a considerable quantity of debit 
notes having several credit items, some form of 
analysis is used. For a mechanized system it is 
cagnmon practice fo prepare a card for each under- 
writer on each debit note. For hand-posting it is 
not thought necessary to go to so much trouble, 
and some simpler form of analysis is used. 


Lloyd's suspense account 

To understand the operation of Lloyd’s suspense 
account it is necessary to be aware of the manner 
in which Lloyd’s Policy Signing Office functions. 

It is the responsibility of Lloyd’s brokers to 
prepare their own policies on official Lloyd’s 
forms. The Policy Signing Office then checks the 
policy, and advises the syndicate(s) concerned of 
their pfemium or proportion of premium.  - 

The policy is prepared from the slip and at the 
same time a ‘Bureau sheet’ is made out in dupli- 
cate. This sheet shows the broker’s name and num- 
ber, the client’s name and/or risk, the sum insured 
and the rate per cent in the heading. In the body 
of the form is shown the name and number of 
the syndicate(s) underwriting the risk, the per- 
centage of the risk for which each syndicate is 
responsible (their line), and the net premium to 
which they are entitled. 

Thus if only one syndicate is concerned the 
net premium should agree with the underwriter’s 
column on the debit note. In the same manner, 
should several underwriters be concerned, the 
total of their respective lines must add to 100 per 
cent, and the total of the net premiums must agree 
with the net amount shown on the debit note for 
the credit of underwriters’ accounts. 

Mechanized. — Advantage is taken of this fact 
in Lloyd’s suspense system. Instead of posting 
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from the individual debit notes, the monthly total 
of the debit notes is carried to suspense, and the 
underwriters’ personal accounts are credited from 
the bureau sheets. 

This system lends itself go mechanization 
extremely well. It will be borne in mind that the 
broker is responsible for the rendering of quarterly 
accounts to the underwriter. Therefore, the 


rendering of an agreed amount, the posting of the 


ledger, and the agreement of the total postings 


in one operation is of tremendous advantage. 

Manual. — Where brokers are known by under- 
writers to be consistently late in rendering their 
accounts, it is the normal practice for the under- 
writer’s book-keeper to render his own account. 
For the manual operation of Llioyd’s suspense 
account, the procedure is that the underwriter’s 
account is ticked up and agreed with the bureau 
sheets. The agreed total of the underwriter’s 
account is then credited to the underwriter’s 
ledger account and debited to Lloyd’s suspense 
account. At any time the balance of the suspense 
account should agree with the total of unticked 
bureau sheets. Any agreed differences on the 
accounts may be written off from the suspense 
account. 


The Companies’ Ledger 
The majority of companies render accounts 
monthly, and any attempt on the part of the broker 
to render his own account leads to some confusion. 
Some brokers persist in this, but in the main it is 
left to the company to render. 


Posting 


The same remarks made under the heading 
“The underwriters’ ledger’ apply here, with the 
exception that if there is a considerable number 
of companies subscribing to one policy, their 
names, lines, policy numbers, gross and net 
premiums are usually set out on the debit note 
copy. It is usual for the lower left-hand portion 
of the debit note to be reserved for this purpose, 
being ruled in horizontal lines, with appropriate 
columns for the required information. 

Once again the total of the net column will 
agree with the second credit column. of the 
journal calculation. The reason for the gross 
premium being shown will be seen when it is 
realized that all non-marine business is rendered 
for gross, and a calculation of commission is 
shown as a deduction at the foot of the company’s 
account. It is therefore common practice for the 
actual ledger accounts to show both the net and 
gross premiums in separate columns. The gross 
premium being, of course, only a memorandum 
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SCH and not figuring in the double entry at 


This increases the work involved in posting, 


‘ but the time saved in reconciliation far outweighs 
-. this. á 


Marine account 
Where the volume of business warrants having 


.a completely separate marine ledger for the 
_ companies’ accounts, and debit notes are filed 


separately, only the net premium due to the 
companies need be recorded, as marine accounts 
are invariably rendered net. Where, however, 
this is not possible, a separate ledger sheet is 
normally kept for the marine account of com- 
panies dealing in both types of business and only 
the net premium due to any one company shown 
on marine debit notes. 


Reconciliation of Underwriters’ Accounts 
Lloyd’s syndicates 


, Where Lloyd’s suspense account is in force, with 
‘mechanized book-keeping, there is very little 


to be done in the way of agreement on the part of 
the broker. All agreements are in fact made by the 


-underwriter’s book-keeper, and any differences 
, written off in his books. 


Where Lloyd’s suspense account is operated 
manually, there should be no difficulty in ticking 
up the bureau sheets with the underwriter’s ac- 
count, as every entry on the bureau sheets will 
have been checked by the bureau, and the same 
amount advised to the underwriter for the debit 

of the broker’s account. 

` Should the underwriter’s account have been 
posted directly from the copy debit note, without 
reference to the bureau sheets at any time, no 


' Check as to the accuracy of the premium calcula- 


tion or the commission will have been made. 
Errors will be shown up when an attempt is made 
to reconcile the account with the underwriter’s 
statement. Errors of premium are normally recti- 
fied by the issue of an amending debit or credit 
note. Where an error involving the rate of com- 
' mission has occurred, a correcting transfer journal 
‘entry is normally used to rectify the position; 
but where the correct rate has been used and the 
error is a difference in calculation, the difference 
is normally simply written off to a differences 
account contained in the ledger. 

In any reconciliation made where Lloyd’s 
‘suspense account is not in operation, there are 
‘bound to be items shown in the broker’s account 
which do not appear on the underwriter’s account. 
This position arises from the fact that the debit 
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is issued as soon as possible after the receipt of 
the order, but the policy may not be typed for 
some time. Therefore, the bureau sheet will not 
have been put through the Policy Signing Office 
for some days. Here a bottle-néck occurs; the 
preparation by the broker of a policy for submission 
to Lloyd’s Policy Signing Office may take some 
weeks, even at particularly busy times some 
months. Consequently, the underwriter’s book- 
keeper will not have been advised of his 
proportion of the premium. 
- Verification of outstanding balances. Ki each 
of the methods of reconciliation detailed above, 
an auditor will have some form of account from 
which he can verify outstanding balances. ‘There 
is, however, a very common form of reconciliation 
in use where no accounts apart from an agreed 
balance are rendered. This does not show the 
outstanding items on the underwriter’s account. 
In this method, the underwriter’s book-keeper 


takes his ledger sheets to the broker’s office and 


both accounts are ticked up ‘side by side. ‘This 
is a much-favoured way of agreeing accounts 
which are not mechanized, as it obviates the 
necessity for long hand-written accounts and 
any queries may be settled on the spot. 


Companies’ accounts 


The majority of companies ay ee non-marine 
accounts monthly. As has been previously stated, 
these are rendered gross, and a of 
commissions due deducted from the foot of the 
account. Where the companies’ ledger is kept net, 
some differences on commission are bound to 
occur, as the broker’s net premiums have been 
calculated individually, and penny differences 
up or down adjusted in the calculation. Differ- 
ences of this nature are normally written off 
in the same manner as those on the underwriter’s 
ledger, i.e. directly to a differences account. 

As with the underwriter’s accounts, items will 
be found in the broker’s account that have not 
appeared in the companies’ account. In the main, 
these will be new policies, due to the fact that the 
broker debits his client as soon as possible „and the 
company will not debit the broker’s account until 
the policy has been prepared. 

The reverse of this position occurs with 
renewal premiums. Companies debit these to the 
broker on the renewal date, but the broker on the 
other hand cannot debit his client’s account until 
he has obtained instructions to renew. Therefore, 
in any reconciliation, account will have to be taken. 
of premiums outstanding, and occasionally, 
premiums paid in advance. 
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Return Premiums 


It is , felt to be unnecessary to deal with returns 
at any length, as they are treated in the same man- 
ner as premiums. Whichever system is in use, 
the reverse protedure is adopted. 


Claims 


Claims arising on policies written with companies 
are usually dealt with outside the broker’s double- 
entry system. In the majority of cases, the 
company settling the claim makes its cheque 
payable to the insured, and the broker has only 
to pass this. on. Where, however, a cheque is 
payable to the broker, it is common practice for 
the broker simply to contra the company’s cheque 
against his own, made payable to the insured, 
through his cash-book. 

, Claims on Lloyd’s are a little more complicated 
on the book-keeping side. ‘The majority of claims 
are settled in account and only on rare occasions 
do underwriters make special settlements, gener- 
alle, on. total lossés where large amounts are 
involved. Once the claim has been settled it is 
noted on the policy, and taken down by or on the 


THE. ACCOUNTANT 


Jurie 9th, 1956 


underwriter’ 8 behalf. The broker then prepares 
a credit note for his client and a copy of this- 
credit note is used in the same manner as that of 
a return premium to debit the underwriter’s * 
account. D - 

Transfer Journal : 
This is a mixed journal, so that a transfer can be 
made from any ledger, including the’ private 
ledger, to any other. It is used, as has been shown, 
in reconciling accounts to adj ust commission 
differences. The other chief use to which it is 
put is where a client pays a premium direct to a 
company; usually the broker’s first intimation of 
this e when the company issues a credit -note. 
Some brokers. pass an entry through both sides - 


_ of the cash-book to deal with this contingency, 


but it.is much less confusing to deal with. it by 
journal entry. 

It has not been thought necessary to deal 
specifically with the private ledger or the other 
books of original entry, as the purpose of this 
article has been to draw particular attention to 
the special methods -which are adopted when 
dealing with the accounts ofa an insurance broker. 
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Current Accounting Opinions in the United States and Canada - 


_ by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York, 
February 
© © Accountants’ Fees 
NEW committee of the American 
Institute of Accountants has been ap- 
pointed to consult.a representative group 


of successful practitioners on their methods of” 


determining fees. The accountant whose fees 
are haphazardly determined, says the editorial, 
cannot fully meet his responsibilities. He must 
have sufficient income to let him ‘escape occasion- 


ally from his revenue-producing chores’, if he ` 


is to give due attention to developments in his 
fast-changing field and make his own contribution 
to them. As yet the young practitioner has little 
guidance to this end and the editorial hopes that, 
despite the complexities of the subject, much 
help may result from the new committee’s 
findings. 


Modern hanagenent Methods 


The methods by. which the Ford Motor Company. 
dealt with its problems of post-war expansion 


are revealed by Mr Ernest R. Breech, c.p.a., 
chairman of the company. 

In 1946 the business was decentralized into 
many smaller profit centres, each ‘accountable - 
for its results, with incentives based on rewards , 
commensurate with performance. Attention was ` 
given to engineering and product planning and 
the provision of new research facilities, so that in 
ten years 2,300 engineering employees and an 
annual budget of $14 million have grown to 
9,500 employees and $95 million. 

Careful analysis of the market over atnumber 
of years led to a decision as to the facilities 
needed to produce standard volume, defined 
as the average output to be maintained over a 
period of five years or more. Mr Breech says that 
Ford prefers not to build capacity. to handle 
peak loads for it calculates that profit on excess 
volume more than offsets overtime premiums 
during peak operations, while working people 
also have better incomes and more stable émploy- 
ment. 

‘Each manager of a profit centre must submit, 
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at the beginning of each year, a plan based on 
standard volume. All managers are present 
each month when the operations for the month 


. and for the year to date are presented to the 


entire administrative’ committee and compared 
with the profit ‘plans. A forecast is also made 
each month for the next four months, based 


on expected performance at anticipated volume. 


Mr Breech says that the modern cost control 
system introduced in 1948, with a supplemental 
compensation plan, showed disappointing results 


' until several hundred top management men were 


called together and the results of each key opera- 
tion examined, as reflected in the supplemental 
compensation fund. This brought almost un- 
believable results, direct labour costs being 
reduced from an off-standard 65 per cent in 
July 1948 to 6 per cent in 1951, while manufactur- 
ing overhead improved 48 per centage points. 


Clerical Work Measurement for Incentive 
Schemes 


Mr Henry Gunders, M.B.A., Messrs Price 


' Waterhouse & Co’s specialist in charge of man- 
agement advisory services, deals with the subject 


of materials handling and administrative practices 


‘as the last frontiers of substantial increases in 


productivity. He seeks to show that the proper 
application of incentives to clerical work can 


_ produce substantial benefits. Historical unit time 


standards can be compiled, he says, by selecting 
departments where the tasks are fairly repetitive, 
such as billing, posting the debtors ledgers, 
extension of time cards, etc. Mr Gunders tells 
how microfilm is being used by some large 
organizations in setting standards for determining 
the time requirements of projected procedures. 
While this is costly, he says that the results are 


.' of general applicability. A film of the operation 


+ 


x 


to be time-studied is analysed by means of a 
special time-and-motion projector and the time 


: ' taken can be accurately determined. 


The New York Certified Public Accountant, 

| New York, February 

Annual Reports to Employees 
Professor John H. Myers, PH.D., C.P.A., of 
' Northwestern University, discusses the methods 
by which American companies seek to report to 
. their employees the financial results of the year’s 
| operations. Of sixty out of several hundred reports 


` examined, he says that most present at least a 


distribution of the sales dollar. Some illustrate 
l this by means of a dollar bill divided into various 
pari while others use a silver dollar as a pie 
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chart, divided into segments representing the 
proportionate distribution. One company pre- 
sents its income statement in the form of a cheque- 
book. The first page is a deposit slip for the 
amount of the total net sales and each succeeding 
page is a cheque to a group of recipients, suppliers, 
employees, government, owners, etc. 


The Accounting Review (American Accounting 
Association), January 
Accounting Teachers in Demand 

An attack is made by Mr Thomas H. Carroll, 
Vice-President of the Ford Foundation, on what 
he calls the ‘myth’ of the small class. He antici- 
pates that by the late 1950s the annual supply 
of teachers qualified to meet requirements for 
business teaching will be less than half, and by 
the middle 1960s less than one-third of that 
needed to maintain today’s faculty-student ratio. 
He therefore urges that the efficient way of 
using the available supply of.teachers is to have 
large classes under the best lecturers, acc$m- 
panied by small discussion sessions under really 
effective section men. 

On the subject of accounting research, Mr 
Carroll sees a danger that professors of accounting 
may confine their activities to matters of im- 
mediate practical importance well remunerated 
by business firms. He says that university re- 
sources must be used to support longer-run, 
more basic research which may ultimately be of 
more lasting importance. 


The Canadian Chartered Accountant, GES 


February 
Modern Communication Tools in Ge 


Higher speeds are being obtained today, says 


‘Mr Kenneth M. Place, c.a., by substituting 


punched-paper tape feed for direct typing in the 
case of private wire teletype transmission, The 
paper tape is prepared at the same time as the 
original documents are typed, and the receiving 
instrument may either print directly or prepare 
a tape for later decoding. He tells also how, wi 


_ proper equipment at each terminal, punched 


cards may be fed into the sending unit at one end 
and accurately reproduced at the receiving unit 
by telephone, over a private tie-line or an ordinary 
long-distance circuit. Error detection is then pos- 
sible by automatically comparing with the original 
card a signal ‘echoed’ from the receiving unit 
back to the transmitter. Mr Place says that such 
transmission equipment is already in use by one 
large American company. 
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THE IMPACT OF AUTOMATION ON 
_ MANAGEMENT ACCOUNTING 


. by DAVID J. YOUNG, Q.A., F.C.W.A. 
Secretary and Comptroller, The Steel Ee of Wales Limited 


NDUSTRY in this country, until the First 
World War, consisted in the main of organizations 
which could be controlled with reasonable 
efficiency by. the personal observation of one manager 
himself or through his foreman. These foremen, for 
their part, relied on their accumulated ‘know-how’ 
and the discipline that the power to sack gave them. 

There was very little science in management and 
as little applied psychology. Trial and error had a 
large part to play in decisions but nevertheless, 
throughout the world, as mechanical means of pro- 
duction were still only available to a small fraction 
of the whole of mankind, even reasonable efficiency 
gave large prizes to the energetic. However, during 
the first decade of this century, scientific manage- 
men began to be practised, more and more widely, 
especially in the U.S.A., and the practice of the related 
art of cost accountancy brought the Institute into 
being thirty-seven years ago. 

After the First World War, however, there came 
the slump of 1920-21. Management suddenly found 
prices falling and profits disappearing. The more 
enlightened managers began to look for guidance 
where they had previously only looked for time 
recotding and debts collection. - 

The cost :clerk and the works accountant found 
themselves being consulted, rather grudgingly, by 
the manager who wanted to find out why and where 
these losses were occurring. This led to surprising 
and encguraging results. There was still plenty of 
trial and error but the errors were discovered sooner 
and sometimes even before they had occurred. 
Management found that, by careful study of the 
results of application of works accounts, profits 
could be obtained by selection of the profitable lines 
which were most suited to the business — but it was 
still trial and error. As industry struggled out of the 
depression it was assisted by the improving technique 
of cost accountancy, and the art of historical record- 
keeping became highly developed and management 
accoun could be said to be actively practised. 
In the boardroom, accountants began to appear 
and the prestige of the profession in industry rose 
as the years went on. Bright young men were 
attracted to the profession and there was no lack of 
recruits for white collar jobs. 

The profession organized itself well between the 
two wars. The Institute of Cost and Works Ac- 
countants ~ in the realm of management accountancy 


A paper presented at the twenty-seventh national cost 
conference of The Institute of Cost and Works Accountants, 
in Edinburgh, on June rst, 1956. 


— bas been instrumental in seeing that the cost 
accountant is trained and recognized. It took a 
leading part in the productivity team which visited 
the U.S.A. while- in research in accountancy tech- 
niques, individual members of the profession and 
organized study by the branches has resulted in our 
Institute rightly being looked upon as one of the 
foremost authorities in management accounting. . 

All now seems well with us but, like the manager 
before the First World War, we may be contenting 
ourselves with techniques which, even if carried out 
with greater efficiency, will be quite inadequate to 
deal with the problems with which management will 
soon be confronted, 

There is a cloud in the sky ~ as yet no larger than 
a man’s hand, but growing. It behoves us to awake to 
the new task ahead of us as cost accountants. From 
the universities and technical colleges in the country, 
a steady stream of engineers and mathematicians are 
entering industry. They expect to find at their hand 
clerical tools of management as accurate and versatile 
as the scientific instruments they find on the shop 
floor, in the power house and in the laboratory. 
These clerical tools of management are being deve- 
loped. I wonder whether this development of elec- 
tronics has sent through the profession a shiver 
of apprehension or a. thrill of anticipation? Don’t. 
let us mislead ourselves; these new tools of manage- 
ment will be used and if not by the cost accountants 
then by the mathematicians and the engineers 
themselves. We accountants may find ourselves 
by-passed on the road to higher spheres of manage- 
ment in the organization of industry and losing that 
proud place which we have gained over the last three 


decades. 

The Challenge 
Let us, therefore, examine the challenge to account-. 
ants that the development of electronic control has 
brought and consider whether we can lift the glove 
which has been thrown down and enter the lists with 
the engineers and mathematicians. 

Firstly, automatic control, through electronics, of 
productive processes for which the word ‘automation’ 
has been coined, will require a technique of account- 
ing control which will place proper emphasis on the 
costs of production peculiar to this development. 

Secondly, automatic control, through electronics, 
of accounting machines themselves, with their input 
and output problems, and the wide field of study of 
computer. techniques, will require expert attention. 
Here the accountant has an automation problem all 

of his own. 
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Can the cost accountant, by imaginative study of 
these problems, put himself in a position to aid 
management in the use of these electronic controls? 


Capital Costs 


Let us study the tifferent aspects of this problem. 
The mechanization of productive processes, and 
the automatic control of these mechanized processes 
which has become highly developed over recent 
years has, of necessity, resulted in a greater and 
greater investment of capital per head of the popula- 
tion. Control of capital expenditure, and the reflection 
in production costs of the service of such capital costs, 
becomes of greater importance every year. With the 
development of automation, coincident with higher 
real remuneration of labour, the economic case for 
capital expenditure will be stronger. Productive 


. units, integrated one to the other, will in some 


industries tend to result in the eclipse of the smaller 
independent productive unit with its hand-controlled 
operations. 

In other industries an opposite tendency has 
become apparent. Automatic control of the produc- 
tion of primary products results in an ever-increasing 
degree of accuracy in fulfilling specifications. 
Tolerances are becoming finer with the result that 
automatic machines can be installed in geographically 
separated locations best suited to meet the market 
demands and operated with a degree of efficiency 
which had previously only been obtained in the 
large-scale mass production unit. An example of 
this is the can-making machinery which can now be 
installed near the. fields where the commodity to 
be canned is grown or produced, thus rendering the 
use of cans economic where this was previously 
uneconomic. The large economies which can result 
from materials being produced to accurate tolerances 
has not been fully realized yet in this country where, 
in some cases, the tradition of the craftsman has 
resulted in the condonance of production practices 
which are quite inappropriate to the requirements of 
high-speed machinery or quick and accurate substitu- 
tion of spare parts in maintenance techniques. 

The problem will not be the relatively simple one 
of considering the case for mechanization and auto- 
matic control of existing processes but the much 
more far-reaching problem of considering how these 
developing techniques can be best exploited. This 
will involve consideration of: 


(a) new types of machine tools one speci- 
fically for automatic operation; ` 
(b) re-designed products to exploit automatic 
. production methods rather than the automation 
of conventional processes ‘on conventional 
. product designs; 
(e) i new factory layouts and, SE appropriate, 
new. factories, where automatic material hand- 
- ling between. processes can be developed to the 
highest efficiency possible.” ` 


Every aspect of this many-sided problem will 
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require consideration and the management accountant 
must learn the technique of balancing the rival claims 
of the engineer, the production manager, the person- 


‘nel manager, the research scientist and the logistic 


expert. 


In considering the claims for new capital ex- - 


penditure, the management accountant must always 
examine every alternative. Capital expenditure is 
never justified for its own sake; there are always 
alternative methods of carrying out a productive 
process and the accountant and the manager must 
not omit from consideration the obvious alternative 
of continuing to use the plant presently installed. 
Emphasis, now, is rightly placed on the necessity for 
technical advance but sometimes a few large, well 
chosen steps, resulting in properly laid out factories, 
are better than numerous ever recurring small capital 
expenditures which may prevent a proper layout of 
the factory ever being attained. 


Not only must management be guided in this all- 
important question of capital expenditure but’ so 
also must the financier. In these days of high taxation 
and inflation, it has become theoretically impossible 
to finance the large-scale capita? developments which 
automation requires, without the aid of new and 
continuing finance. Purists amongst us will continue 
to argue that industry should reserve adequate funds 
to replace its assets and provide for reasonable 
expansion, but modern society has decreed otherwise. 
The accountant may put aside adequate depreciation, 
based not on historic’ cost but on replacement cost 
but if inflationary tendencies are to continue, and 
who of us can detect otherwise, the reserves of past 
years will always be inadequate. Let us hope that the 
full: significance of this is realized in ‘the City’ and 
at Transport House, because if industry is not 
allowed to set aside adequate funds itself, then these 
must be available when required out of the savings 
and pension schemes of the people. I an®speaking 
here as an accountant who sees the necessity of 
developing a feeling of confidence between the 
financial organizations of this land and the productive 


‘managers “and engineers. Here is a field of activity in 


which the management aecountant must learn to 
operate more efficiently as the days go on. He 
must learn how to reconcile the engineers’ dreams 
and the production managers’ plans with realistic 
budgets. 

He must co-operate with the engineer in developing 
the best technique of capital estimating. He must see 
that every time the engineers’ plans chanffe, so the 
estimate is changed and approved, always remember- 
ing that capital expenditure can only be controlled 
before it is incurred. 

There is another and related field where the cost 
accountant who is employed on the staff of engineer- 
ing manufacturers can develop his technique, that 
is in the preparation of estimates of completion dates 
equipment in the hands of the. engineering 
manufacturers. Those of us who have experienced 
the. confidence which is inspired’ by promises of 
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delivery exactly met and the frustration of delivery 
promises exceeded by months, often hope that, with 
the development of the computer, the computer 
builders will develop a technique of estimating and 
give a lead to engineering manufacturers in the matter 
- of accurate estimating of delivery dates. 


Accountancy Techniques and Management 
Information 


As productive processes become more and more 
highly mechanized and automatically controlled, so 
will it be more and more important for the cost 
accountant to contrive to understand these processes 
and to ensure that his accounts reflect the changing 
production technique. It should be possible, by a 
study of the works accounts, to visualize the processes, 
as otherwise management will cast their accounts 
aside and find some other means of control. The 
accountant, at the same: timie, must realize the 
limitations of accounting. ‘Throughout. the: organiza- 
tion records of unit consumption, of yield, of capacity 
employed,.should be developed, all of which will give 


management a prompt and reliable’ indication of’ 


efficiency which no cost account, however well 
desifned and promptly completed, can give so well. 
- Here the scope for standards, and prompt and some- 
times automatic indications of variance from standard, 
can be developed to a high degree. 

. Instrumentation and recording of automatically 


controlled processes go hand in hand, and (e 


accountants’. cost records should follow the same 
path. The development of punched tape has reached 
a stage where almost all works records capable of 
being recorded on a standard form can be translated 
on to tape and transmitted by teleprinter to a central 
point. This means that, literally, space as far as 
record transmission is concerned has been eliminated. 

The development of automatic control involves 
the incomporation in these controls of the principle 
of ‘feed back’ thus automatically correcting departures 
from standard operating practice and controlling the 
machine on the basis of its actual performance rather 


than its expected performance. When this has been: 


properly developed, record-keeping will be materially 
reduced as only unforeseen breakdowns in controls 
need to be recorded. This same principle of control by 
‘feed back’ of departure from standards or ‘cyber- 
netics’ as the Greeks called it, is also the governing 
principle behind the control of electronic computers. 
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simple language, is the working out of the most 
economical way of carrying out a production pro- 
gramme which contains a number of alternative 
routines and a number of series of differing produc- 
tion requirements, the use of the electronic computer 
may lead to unheard-of efficiency en ‘doing the best 
thing in the best way’. 

The programming of computers is not, necessarily, 
a field where the mathematician alone may be em- 
ployed. Programming of computers, when com- 
mercially developed, will often be best done by 
people with a sound commercial training and with a 
logical analytical mind. A knowledge of the technique 
of programming is necessary for the management 
accountant if his works records are to fit to the input 
programme and the resultant output be skilfully 
linked to the accountancy records. As Mr Brown told 
you a year ago: “The scientist accountant is a rare 
and priceless "1 We mustn’t be disco 
by this. The realism which accounting, of necessity, 
brings to any routine is as valuable as knowledge of 
the most obscure mathematical formulae. We cost 
accountants have something to offer to management 
in this field and it is up to us to overcome that natural 
tendency to conservatism which Mr Brown also 
referred to. 

Lord Halsbury, in introducing a discussion on 
‘Automation’ at the Seminar on Problems in In- 
dustrial Administration at the London School of 
Economics, considered why the use of computers in 
this country has lagged behind their use in the 
U.S.A. He expresses the view — with which few of 
us can quarrel — that the problem is basically one of 
accountancy and office organization. We must not 
look upon the electronic computer as just another 
office machine which the machine manufacturers 
will perfect and which we can then install to do otr 
existing work. Nor can we expect the business 
consultant to come along and show us how to 
reorganize our routines and miraculously produce 
our accounts with reduced staff and no effort. 

_ On the contrary, we must look forward, over the 
coming years, to the development of new techniques 
in accounting and in clerical procedures aimed not 
only at performing the present functions of cost 
accountants more economically and expeditiousl 
but the much more important function of researc 
through clerical procedures of more efficient routines 
of production. 
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in any operation so that the ideal solution to any 
scheduling operation can be more nearly attained. 


' The fields where these can be developed are: 
(a) the promise of delivery which can be given in 
any circumstance and the factors limiting its 
accuracy; 


(b) the most economic design for any given 
specification; 

(c) the most economical manufacturing schedule 
to adopt for any state of the order book; 


(d) the optimum loading of any machine shop; 
(e) the correct minimum and maximum stocks to 
carry for any level of production. 


, (f) the most economical distribution of products 
in any market; 


the effect of differin e rate structures on 
D g wag 
production cost. 


To ensure that the study and development of 
electronic aids in business procedure is given 
attention, the responsibility for this function must be 
vested in a senior member of the executive staff. 
The organization of clerical procedures can no 
longer be considered a function which can be 
developed independently of other principal functions 
of management and in all organizations this should 
be a responsibility of someone at board level or, at 
any rate, a responsibility of an executive who has 
direct access to the board. 


Effect on Cost Control 


An considering the effect of automation on production 
‘costs, we must be realists. No one even visualizes 
that, apart from a few very repetitive processes, the 
whdle of any major industry will be rendered fully 
automatic but, at the same time, the degree of 
automatic control will grow and grow. The charging 
of a modern blast furnace is so automatic that 
only one man is required to fill all the various 
‘material from the bunkers to the furnace. Control 
, devices on steel furnaces and rolling mills are 


developing so that these plants may be run at 


4 


optimum efficiency by operators, who, more and 
more, can rely on automatic indications from instru- 
ments to govern their actions. 

These advantages, however, are not obtained 
‘without cost. Capital cost in the plant, instruments 
and controls installed and revenue costs in the 
staffing of the plant with highly trained technicians, 
supervisors and instrument mechanics, to say nothing 
of the elaborate organization of skilled craftsmen, 


` and expensive materials for maintenance which 


. must be available to deal with any breakdown without 
delay are all heavy. These capital and_ revenue 
costs are, of necessity, continuing and fixed and 
‘while, at first sight, it may appear that automatic 
plant can be stopped and started and operated for 
‘Jong or short intervals, this is not without producing 
disastrous effects on cost in the material processed. 
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Idle time is more expensive than when hand control 
and operation were the rule. 

Many of the former techniques of costing ~ with 
its emphasis on the accounting of direct labour costs 
and the apportionment of overheads on some basis 
appropriate to labour costs — are no longer appropriate 


In automatic or highly mechanized processes. 


Management had formerly been largely engaged in 
supervising men, now it is largely engaged in super- 
vising plant, its development, installation, operation 
and maintenance. Any basis for apportionment of 
overheads must take cognizance of this. The capital 
cost of plant employed is a useful basis. The tech- 
nique of the machine rate, varied and adjusted to the 
particular circumstance, is much more appropriate 
than the direct labour costs. 

Management’s attention, through accounting 
techniques, must be drawn to the cost of employing 
capital in plant installations, which cost can only 
be recovered when the plant is operating. Plant 
continuously operated will cost less per unit manu- 
factured than plant operated intermittently. The 
real cost of operating plant for only one shift per 
day or for five days per week and of keeping plant 
idle for traditional holidays must be brought hme 
to management. Where appropriate, maintenance of 

plant in different departments should be planned to 
oe place at differing times throughout the week so 
that the maintenance staff will not have the impossible 
task of supervising almost all maintenance at week- 
ends. Plant should be rendered idle for routine 
maintenance when the engineers consider it appro- 
priate and not, necessarily, at bank holidays or 
during annual stop weeks. Automatic control 
renders it easier to provide such a programme as 
continuous operation during periods traditionally 
accepted as holidays will be possible with fewer 
personnel. 

The accounting of the cost of plant maigtenance 
— both routine and non-routine — must become more 
logical. It is quite inappropriate to charge maintenance 
cost to operating cost during the cost period in 
which the maintenance is carried out. Maintenance 
cost should be recovered in production cost by means 
of tariff charges when the plant is in operation, thus 
building up reserves to meet expenditure. 


Effect on Functional Staffs and Services, 
Including Office Procedures 


The effect of large-scale mechanization and its 
control, automatic or otherwise, on the orgafization 
of industry, has been to increase the necessity for the 
employment of specialists. These embrace engineers 
in the fields of electricity, in electronics, in mechanics, 
in chemical engineering and in production engineer- 
ing as a separate field. 

. There has been scope for mathematicians, for 
physicists, for psychologists, for geologists and for 
chemists. Here has been a typical case of cause and 
effect. More scientists being interested in jndustry 
has resulted in industry becoming scientifically 
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organized and planned and that has brought in its 
train a demand for more technicians. Large-scale 
production has meant large organizations with 
activities planned on a functional basis. Service 
departments haye become the rule and may, in total, 
embrace as much or more of the activities of the 
organizations as the productive departments them- 
selves. Control of the cost of these functional 
services sets the cost accountant a new problem. 
Seldom can their efficiency be judged by traditional 
methods and here, the setting up of budgetary 
control is appropriate — nay, essential. The further the 
functional service is divorced from direct production, 
the more essential it is that cost-consciousness 
should be kept alive. Technicians tend to believe 
that technical efficiency is an end in itself and 
functions will become over-elaborated unless con- 
trolled. We are beginning to enter an era when the 
salutary effect of the cyclical depressions of the 
twenties and ’thirties is being forgotten. Here the 
accountant must: ever be on guard to keep the cost 
of the functional service within the bounds of its 
proper budget. Fortunately, full employment has 
afforded an unexpected discipline in itself. Addi- 
tiotal staff cannot easily be recruited and, as in 
America in the days of its development, shortage of 
labour can lead to an increase in efficiency by simpli- 
fication of function and procedure, if management is 
properly guided by logical and prompt accounts. 


' Use of Office Electronic Devices 


The cost accountant, in the future, must give to the 
technical manager and his staff the information 
they require. His task will be no less arduous than 
in the past but it may be of a different nature. 
With the coming of large-scale mechanization and 
automatic ‘control; there has developed an application 
of electronics to accounting machines which ‘1s 
causing®a revolution in clerical procedures which 
will be more far-reaching than the revolution in the 
first and second decade when the accounting machine, 


the duplicator and the typewriter saw the departure 


of the ‘good old clerk’. 
- The use of unit accounting machines, calculating 
machines, and punched-card installations are, by 
now, accepted techniques and a degree of finality 
in such techniques had tended to creep over the 
profession — not unlike that of the old-fashioned 
manager who came to think he ‘knew it all himself’. 
However, the coming of electronics and the 
uncanny facilities offered by the computer has 
shaken us out of any complacency. At the same time 
the knowledge that the accountant has, or is about 
to have, of machines capable of dealing with all the 
demands which technical management may require, 
has placed the cost accountant in a position where he 
can keep in tune with his engineering colleagues and 
may even proceed in advance of them with the 
techniques of management information service. 
` I do not propose to deal at length with the subject 
of electronic digital computers and their use. in 
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business data processing. The Institute has pub- 
lished a paper on this subject and there have been 


many technical papers on these almost miraculous p 


machines. 

While development in this country is proceeding 
on different lines to those beirgz followed in the 
U.S.A., we can be proud of the developments which 
have taken place. The first large-scale computer 
to be used primarily for commercial use, was 
developed here. In the field of the application of 
electronics to the smaller punched-card installation, 


we are seed in advance of the Americans. But. 


do not let us have any complacency in this matter. 
We cost accountants must see that we understand 
the problems we have to solve, encourage the 
electronic engineers to develop and manufacture 
the machines and then perfect our techniques so 
that prompt, useful and even anticipatory informa- 


tion may be given to management so that the larger ` 


scale capital projects may be properly designed, 
efficiently managed and techniques of management 
accountancy used which will ensure that due cogni- 
zance is taken of all aspects of cost, including capital 
cost servicing. 

Very few of us have had, as yet, the advantage of 
the use of even the simplest of electronic accounting 
aids, but are we making the best use of the interval 
afforded for thought? Study of American experience 
in this matter can be of great use and the Institute 
has not been niggardly in supplying the library with 
publications. It behoves us to study all we can so that 
when machines become available, we will be able to 
use them to the best advantage. That facilities will 
soon be forthcoming is without doubt but it is not 
only through computers that electronic aids will help 


the cost accountant. We already have multiplying ` 


punches available, tape controlled typewriters, ttle- 
printers, dictating machines. 

The study of clerical procedures, their anette 
cation and mechanization, if appropriate, should 
have a greater not lesser importance to the cost 
accountant. Do we, as cost accountants, pay enough 
attention to the study and improvement of clerical 


procedures? The whole art of applying electronic i 


aids in this field depends on an intimate knowledge 
and appreciation of these procedures which are, 
too often, left to the individual clerk to design as best 
he can without a full appreciation of how the record 
originated and in how many varied ways it may 
ultimately be used. While the electronic engineers 
are developing the tools which, I hope, will soon be 
available, studies of procedures can and should have 
more and more attention from the accountant. 


The cost accountant must not limit his con- 
sideration of computer techniques because he does 
not consider his organization large enough to own a 
large-scale computer himself. 

Machines are being built and installed in uni- 
versities throughout the land and in the next few 


d 
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years there will be ample scope for co-operation , 
between smaller commercial. organizations and the ` 


| 


universities in research in the application of com- 
puters to the smaller organization. 


' Staff Problems Arising out of Conversion to 
Electronic Accounting 


If a successful c&nversion of clerical procedures 
to electronic accounting is to be carried out, it is 
of the utmost importance that the confidence of the 
office staff should be maintained. This will not be a 
simple task. Too much publicity has been given to 
the large numbers of clerical staff who will be ren- 
dered redundant with the introduction of electronic 
accounting devices and in fact the very rendering 
of this staff redundancy has been often emphasized 
as the main reason for the conversion. I am 
doubtful as to whether this is a true statement of the 
position at all. l 
With the development of more highly developed 
P manufacturing organizations, more scientific and 
more quickly obtainable information is required by 
management. It is in the preparation of this informa- 
tion that the electronic computer may provide data 
which could not be prepared economically by 
clerical means. There is, in fact, a great scarcity of 
good clerical staff.and the introduction of an elec- 
tronic computer would in most cases enable the 
best brains to be more fully utilized. I agree that 
routine staff may be displaced but if this is handled 
in a frank aad knowledgeable manner, it is doubtful 
if the problem is as great as may at first sight appear. 


Type of Staff, Education and Training 
Necessary 


IA generation or so ago the accountant and engineer 
in industry represented the two main bodies of 
'tramed thought. Educational facilities were available 
for all who wished to study commercial subjects. 
Those who had the initiative to take advantage of 
these facilities found themselves amongst the better 
trained and educated members of the staff with 
avenues for promotion to higher ranks of manage- 
ment open to them. 
Now, however, with greater opportunities for 
higher and university education available to the 
t more scholarly, fewer of the brighter young men 
leaving school will enter commerce untrained. The 
training which they obtain, however, may not lead 
them into the accountancy field and in fact few 
graduates are being directed there. This is unfor- 
tunate, as I feel convinced that the logical training 
and appreciation of values which comes from a life- 


long study of accountancy is unique. The accountant . 


- can bring to management a view which no other 
approach has yet done as well and the Institute must 
see to it that some of these cleverer men who have 
been guided to the university are attracted to the 
profession. More close co-operation between the 
universities and the Institute is essential if we are not 
to find ourselves automatically, by selection, pre- 

' vented from recruiting the best brains~and the 
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best brains will be needed to understand and 
develop the. best techniques of management account- 
ing needed in the automatic factory of the future. 

Just as trial and error found its place in manage- 
ment in the past, so the recruitment into the profession 
was largely haphazard. This must*change. If we 
are to attract to the profession a proper proportion 
of the best brains at present training in the secondary 
and grammar schools, we must co-operate with 
industry in arranging for these young men to see the 
advantages of a management accounting training. 
The Institute has wisely recognized that manage- 
ment accountancy training, of necessity, requires 
experience in all clerical departments in the works - 
not only in the cost office. 

I consider that more emphasis should be given to 
encourage industry to establish systems of com- 
mercial apprenticeships in which the Institute would 
have a considerable part to play. We must realize 
that if all the young men in the country are required 
to serve in the forces for two years, it is essential, in 
their interest, that their training before, during and 
after service, should be complementary. 

A full appreciation of the field of activities avail- 
able to the management accountant of the fuéeure 
must attract to our ranks the very best brains and I 
feel confident that as automation becomes more and 
more of a reality, so will we find more and more 
members of the profession proudly guiding the highly 
skilled technicians who will plan, design, build and 
operate these mechanized processes, be they a large 
number of small automatic machines, or the large, 
fully integrated process plant. 


Conclusion 


In this paper I have endeavoured to focus attention 
on the techniques of management accountancy 
which have to be developed if the profession, in the 
future, is to maintain the key position whieh it has 
attained during the last few decades: 

(a) does the present training of the accountant 
render him sufficiently knowledgeable of the 
economic effects of sien later techniques 
which are being rendered possible through 
the advent of automation? 

(b) is sufficient emphasis given in the training of 
accountants to the significance of cost of 
capital plant in production costs? 

(c) is sufficient attention being given in organiza- 
tion, both large and small, to a spudy of 
clerical procedures so that when the electronic 
devices, which are being developed, become 
available, the maximum use can be made of 
these without delay? . 

(di is the accountancy profession attracting to 
itself a proper proportion of the best young 
brains in the country and is sufficient publi- 
city being given to the scope for accountancy 
which is opening up with the development of 
automation in clerical procedures? ` 
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WEEKLY NOTES 


The New President of the Institute - 


Mr Arthur Seymour Hamilton Dicker, M.B.E., F.C.A., 
was elected Président of The Institute of Chartered 
Accountants in England and Wales at a meeting of 
the Council of the Institute held last Wednesday. 
A partner in the firm of Lovewell, Blake & Co, 
Chartered Accountants, of Norwich, Great Yar- 
mouth and Lowestoft, he has been a member of the 
Council of the Institute since October 1939. During 
the past year he has officially E the Insti- 
tute as Vice-President on a number of occasions. 

Mr Dicker was born in Brisbane, Australia, in 
1892, and was educated at Ardingly College, Sussex — 
where he was Captain of the School and Victor 
Ludorum — and at University College, London. In 
August 1914 he was commissioned in the Royal 
Sussex Regiment and served in France with the 
2nd Battalion from December 1914 to September 
1916, being twice wounded and twice mentioned in 
dispatches. From 1917 to 1918 he was Adjutant of 
No. 
MsB.E.(Mil.) in 1918. , 

In 191g he commenced a period of three years’ 
articles with Mr F. W. Morris, F.c.a., of H. P. Gould 
& Son, of Norwich, passing the Final examination in 
May 1923, in which year he was admitted an Asso- 
ciate of the Institute. He was elected a Fellow in 
1928. Mr Dicker practised in Norwich on his own 
account from May 1923 for three years and then 
joined his present firm as a partner. He is a founder- 
member of the East Anglian Society of Chartered 
Accountants which was formed in 1934 and acted as 
honorary secretary from 1934 to 1940. He was presi- 
dent of the Society in 1947 and in 1955 was again 
elected president in recognition of the Society’s 
twenty-first anniversary. 

Mr Dicker is a member of the Disciplinary 
Committee, the District Societies Committee, of 
which he was Vice-Chairman from 1953 to 1955, the 
Examination Committee, the Finance Committee, 
being Vice-Chairman in 1947 to 1949 and Chairman 
in 1950 to 1952, and he is also a member of several 
subcommittees. He is one of the Institute’s repre- 
sentatives on the Accountants’ Co-ordinating Com- 
mittee. He was a group leader at the Institute’s 
summer course at Oxford for three years. 

He has been a member of several committees 


appointed by the Minister of Agriculture and is at. 


present a member of the National Council for 
Domestic Food Production; from 1950 to 1953 he 
was a nominee of the Minister of Agriculture on the 
Executive Committee of the Land Settlement 
Association. He has also served as a member of the 
Civil Service Commission for interviewing account- 
ants for permanent appointments in the Civil Service. 


It has just been announced that Mr Dicker has 
been appointed a part-time member of the Eastern 
Gas Board by the Minister of Fuel and Power. 


r9 Officer Cadet Battalion; he received the . 


Mr Dicker has been very active in church finance: , 
he was a member of the Norwich Diocesan Board of” 
Finance for ten years and he has served as a member 
of the Norwich Diocesan Reorganization Committee 
and the Union of Benefices panel of the diocese. 

Outside his professional life, Mr Dicker is inter- 
ested in choral and operatic music and is a past 
Chairman of the Norfolk and Norwich Amateur 
Operatic Society. He also plays golf and is interested 
in bird-watching and gardening. He is married and 
has three children, his son, Mr G. S5. H. Dicker, 
M.B.E., T.D., F.C.A., being a partner in his firm. 

We have pleasure in presenting to readers with this 
issue a reproduction of a recent photograph of the 
new President. 


The New Vice- President 
Mr William Halford Lawson, C.B.E., B.A., F.C.A., 
has been elected Vice-President of the Institute. 
He has been a 
member of the 
Council for ten 
years, 
Educated at 
Lancing College 
and ‘Trinity Col- 
lege, Cambridge, 
Mr Lawson was 
articled to Sir 
Bernhard Binder, 
` F.C.A., in 1920, and 
was admitted an 
Associate of the 
Institute three 
years later. In r926 
he became a part- 
ner in the contin- 
ental firm of Deloitte, Plender, Binder & Co, joining 
his present firm of Binder, Hamlyn & Co, of London, 
Manchester, Sydney and ‘Melbourne, as a partner in 
1929. He was elected a Fellow of the Institute in 1935- 
Mr Lawson has held many public appointments: - 
he was a member of the Purchase Tax (Valuation) 
Committee, 1952, and he is a member of the Trans- 
port Arbitration Tribunal, the Board of Trade Com- 
panies Act Accountancy Advisory Committee and 
the Southern Electricity Board. He was receiver and 
manager of the British Lion Film Corporation Ltd 
im 1954. . 
The new Vice-President is well known not only 
for his public work, but for his many activities con- 





a 


nected with the Institute and the profession. He was 


chairman of the London and District Society of 
Chartered Accountants, 1945-46, for some years a 
member of the Taxation and Research Committee, 
chairman of the Parliamentary and Law Committee 
for the years 1951-55; and he is a member of many 
committees of the Counci 

In 1953, Mr Lawson went to South Africa to give 
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evidence for the Institute before the Public Account- 
ants’ and Auditors’ Board. He was one of the Insti- 
tute’s witnesses giving evidence to the Royal Com- 
mission on the Taxation of Profits and Income and to 
the Gedge Committee on shares of no par value. 

A member of the Oxford Summer Course Com- 
mittee for some years, Mr Lawson also acted as a 
group leader, and in 1951 he gave a paper to the 
course on the subject of ‘Auditing’. In addition to 
these activities, he read a paper to the Liverpool 
Society of Chartered Accountants on ‘Accounting 
principles’ in 1953. 

Lawson, who is 57, was awarded the C.B.E. 
in 1948 for his work in connection with the Austrian 
Peace Treaty negotiations. l 


New President of The Institute of Cost 
and Works Accountants 


` Mr Ian T. Morrow, C.A., F.C.W.A., A.T.I.I., was elected 


President of The Institute of Cost and Works 
Accountants at the Institute’s annual general meeting 
held in Edinburgh on June 2nd. Mr Morrow, who is 
44, is the youngest ever president of the Institute. 

- Mr Morrow is joint managing director of The 
Brush Group Ltd. He joined the Brush Group in 
November 1951 as a director and became deputy 
managing director in October 1952; he was appointed 
joint managing director last month. Before joining 
the Brush Group he had been a partner in Messrs 


Robson, Morrow & Co. 


Educated at Dollar Academy, he qualified as a 
chartered accountant in 1936 and became an Asso- 
ciate of The Institute of Cost and Works Accountants 
in 1939 and a Fellow in 1945. He is a member of the 
executive committee of the Council of the Institute 
and chairman of the Journal and Public Relations 
Committee. 

Mr Morrow was the leader of the specialist team 
in management accounting which visited America 
in 1950 under the auspices of the Anglo-American 
Council on Productivity. He is a member of the 
Grand Council of the Federation of British Industries. 

To mark Mr Morrow’s election, the senior 
accountants of the Brush Group entertained him to 
dinner in London recently. Eight of those present 
were Fellows or Associates of The Institute of Cost 
and Works Accountants. 

Mr H. J. Furness, f.c.w.a., chief cost accountant 
of Hoover Ltd, was re-elected Vice-President of the 
Institute for the ensuing year, and Mr J. Borsay, 
F.C.W.A., chief accountant of Ferguson Palin Ltd, 
was elected a Vice-President for the first time. 

A report of the proceedings at the Institute’s 
twenty-seventh national cost conference, of which 
the annual general meeting formed a part, appears 
on another page of this issue. 


Birthday Honours 


It is with pleasure that we offer our congratulations 
to those members of the profession whose names 
appear in the Birthday Honours List. 
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Mr Alderman Stanley Graham Rowlandson, 
M.B.E., J.P., F.C.A., becomes a Knight Bachelor for 
political and public services in Middlesex. Mr 
Rowlandson practises in London under the style of 
S. Graham Rowlandson & Co. He has wide interests 
outside his professional life and was recently appointed 
chairman of the North East Metropolitan Regional ` 
Hospital Board. 

Two members of the profession receive the C.B.E. 
They are Mr S. A. S. Forster, A.C.A., who is chair- 
man of North Eastern Trading Estates Ltd, and 
Mr D. A. Newby, F.8.A.A., a partner in the firm of 
Hewat, Bridson & Newby, of Alexandria, Egypt. 

The O.B.E. has been awarded to Mr Harold 
Heys, A.C.A., Accountant-General, Government of 
Nyasaland, and the M.B.E. has been awarded to 
Mr Norman Clark, a.a.c.c.a., Actuary, Wessex 
Trustee Savings Bank, Bournemouth, and to Mr 
W. J. Harris, a.c.a., Secretary, Sir James Laing & 
Sons Ltd, Sunderland. 


Legal Aid Reviewed 
The Fourth Report of the Select Committee on 
Estimates for the Session 1955-56! is concerned 
with the Legal Aid Scheme,e which most laymen 
know only from references in Press reports® The 
Committee ‘record their conviction that, in general, 
the scheme is well run and that proper regard is 
shown for economy’. Few who are familiar with the 
working of legal aid will quarrel with that opinion. 

In the four and a half years of the scheme’s 
operation up to April 1955 (it has since been extended 
to the County Courts), its cost to the State has been 
£3,760,000, and over 214,000 people have applied 
for legal aid, of whom 137,000 have received certifi- 
cates. But, the Committee adds, 

‘the achievement of the Legal Aid Scheme is only 

partly measurable in financial terms, for its greatest 

contribution ... has been to enhance the equality 

of all men before the law and hence the gignity and 

prestige of the law itself’. 
And it is certainly important to remember, as the 
report emphasizes, that the scheme is not one for 
free legal aid, except for the very poorest members 
of the community: the contributions of aided people 
have totalled £2,864,000 in the four-and-a-half-year 
period — and both solicitors and barristers have made 
their own contributions in the acceptance of reduced 
fees. 

The report taken as a whole and the evidence 
and memoranda that accompany it form the most 
comprehensive survey of legal aid that bas yet been 
made. Criticisms of the scheme and suggestions for 
its improvement are reviewed, and a dozen recom- 
mendations — naturally of varying weight — are made. 
Quite the most important is that Section 5 of the 
Legal Aid and Advice Act of 1949 should be imple- 
mented as soon as possible; this would add legal 
advice to the assistance that is so far confined to 
litigation. Witnesses before the Committee suggested 
that advice would cut down the number of cases 
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brought under the scheme and so result in a net 
economy; whether or not this would prove to be the 
case it would certainly enlarge the positive benefits 
of legal assistance. More people need advice than 
ever contemplate ‘going to law’; and the statement 
in Parliament thjs week that the Lord Chancellor is 
` considering the Committee’s observations is to be 
welcomed. 


Survey of Profit-sharing Schemes 


At the end of 1954 the Ministry of Labour carried 
out a survey on profit-sharing schemes. The results 
have now been published. This is the first of its 
kind undertaken since 1938. The results are based 
On a questionnatre sent out to 1,800 companies. A 
number of interesting points came out of the survey. 

In the first place, the mortality rate of such schemes 
tends to be high. Only. thirty-one schemes in exist- 
ence at the end of 1954 disclosed by the survey went 
back to before 1918. The main causes for termina- 
tion seemed to have been the transfer of business, 
diminution of profits and apathy. About 389,000 
workers participate in profit-sharing schemes in 
421 companies. Their average additional earnings 
under the schemes were 5-9 per cent. A further 
133,000 workers in 130 companies had profit-sharing 
schemes of a sort which provided average additional 
earnings of 7-4 per cent. Although the largest number 
of workers of such schemes are in chemicals (largely 
because of I.C.I.’s scheme) the largest number of 
schemes are to be found in the engineering industries. 


The Chancellor on Restraint 


Mr Macmillan dotted the ‘i’s’ and crossed the ‘t’s’ of 
recent Government pronouncements on economic 
policy when he spoke to the Association of British 
Chambers of Commerce last week. Beyond that, 
there was nothing very new in what he had to say. 
He had something to add about the prospect of 
relatively Stable prices. He pointed out that certain 
increases still to come have already been taken into 
account in the final estimate that price increases in 
1956 can be kept to within 2 or 3 per cent. Such an 
increase takes into account the recent increase in the 
price of coal as well as an¢ effect that this may have 
on the price of gas and electricity and the conse- 
quential effects of these higher fuel costs on transport 
and manufacturing industries. 

The Government is of the opinion (the view was 
reiterated by the Minister of Fuel and Power last 
week) that higher fuel costs do not play a major 
part in thè trend of prices. The critics of Govern- 
ment policy, however, are much less worried about 
the trend of the cost of materials at the moment 
than they are about the attitude of the trade unions 
towards wage increases. The railway workers, the 
miners, the engineers and some others have made it 
„quite clear that they propose making major demands 
for wage increases this autumn and one or two trade 
union leaders have gone out of their way to rebuff 
the Chancellor’s plea for restraint. Managements 
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and unions alike have a-striking example available 
of the alternative to restraint in the recent events at 
the Standard Motor Company’s new tractor plant 
where over 2,600 men will be permanently dismissed 
because there are no jobs for them on the new plant ? 
and they cannot be absorbed in the motor vehicle 
plant because sales are disappointing. Standard 
would have no redundancy problems if they could 
sell more abroad at competitive prices. 


Gold Reserves in May 


The news this week of an increase of $41 million in 
the sterling area’s gold and dollar reserves came as 
something of a disappointment. The seasonal swing 
in favour of sterling is fast running out and the 
reserves, which now stand at £2,369 million, are 
still seriously below the monthly average in the 


second quarter of 1955. This increase of £41 million 


last month compares with a rise of {51 million in 
April and of £67 million in March. Although the 
level of the reserves is hardly reassuring and the rate 
of increase is falling off, it is possible to say that over 
the first five months of this year the reserves have 
gone up by £249 million compared with a decrease 
of £76 million in the first five months of 1955. 

The increase last month owes much to the monthly 
E.P.U. settlement. This was $29 million, the remain- 
ing $12 million being provided by $3 million from 
American aid and So million from the rest of the 
sterling area’s gold and dollar transactions. It is the 
disappointing result of this last group which is 
disturbing. The trading surplus of the sterling area 
in May dropped from $47 million to $9 million. 


Economists on the Trend 


The results of the survey undertaken by the Study 
Section of the Royal Statistical Society into the 
trend of key economic indices in 1956 were published 
this week. One hundred and eleven economists and 
statisticians were invited to comment on the economic 
situation and seventy-two replied. 

The concensus of opinion favours an increase in 
industrial output of 2:9 per cent and retail prices are 
expected to go up by 5-7 per cent. It will be observed 
that this represents a higher rate of industrial produc- 
tion and a more rapid increase in prices than official 
forecasters would be prepared to make at the moment. 
On the other hand, the rate of increase of exports is 
expected to go up by only about a half the 7 per 
cent increase recorded in 1955 and unemployment is 
put at 1'4 per cent against last year’s 1-1 per cent. 

A number of those venturing an opinion elaborated 
their answers. On the whole, the forecast is for a 
slower rate of gross fixed investment this year than 
last, the estimate being for an advance on £130 
million compared with £185 million last year. A 
drop of about £40 million in new houses is expected. 
Stocks and work in progress are expected to fall by 
£35 million compared with an increase of {210 last 
year. 
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The Chancellor’s speech from the ‘plateau’ has 
failed to prevent the stock-markets from plumbing 
new depths. The Implications of the Standard Motor 
Company’s position have provided the most depress- 
ing market factor and the slowing down of the rise 
in gold and dollar reserves has also proved disturbing. 
The gilt-edged market has been weak and industrial 
equities uncertain and dull. 


Self-service 
Would the British housewife rather be served by a 


‘ shop assistant or does she prefer self-service? 


Apparently this modern self-service idea has not 


always been readily accepted by the public and the ` 


Home and Colonial Stores, says Sir Lancelot Royle, 
the chairman, has re-converted three self-service 
shops back to normal counter service. It would have 
been interesting to know in what three areas these 
shops were situated. It might have thrown some 
light on social habits. 

From the seller’s le, Sir Lancelot says that 
self-service is not quite all it has been made out to be. 
The conversion may bring increased turnover but 
equally so may the refitting of a branch with modern 
equipment on counter service lines. Moreover, 
increased turnover is not everything: ‘It is a means of 
making additional profit provided always that it 
gives a reasonable return on the extra capital em- 
ployed.’ And conversion to self-service, he adds, can 
be extremely expensive. And again, ‘there does not 
appear to be the saving in expenses in operating the 
self-service store which is so confidently claimed by 
some of those interested in the sale of self-service 
equipment’. 


- It is an important statement from a company — 
which last year took £34 million in self-service sales. . 


The company’s accounts, which we reprint this 
week, are a rather extreme example of the restriction 


of the balance sheet to main items with the detail . 


provided in accompanying schedules. 


Economics of Fishing 


Readers interested in the economics of the fishing 
industry will find a wealth of interest in the report 
and accounts of Trawlers Grimsby Ltd. One of 
the points dealt with is the ‘price of cod fillets in the 
shops as compared with the price of fish at the coast’ 
and the wide margin that can appear to exist between 
the two. 

The explanation is based on the obvious need to 
compare like with like and that, it is maintained, is 
not done when ‘the Press seizes upon the lowest 
price realized for cod on a particular day and 
completely ignores the fact that on the. very same 
day some cod is costing almost twice as much 
because it is of a different size, quality and texture, 
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according to the ground where it was caught.’ 

Cod at the coast is sold by augtion in ‘kits’ of 
ten stones. Minimum price is 47s 6d per kit. On tbe: 
very same ship where hundreds of kits are sold at 
this price, it will be found that some specially 
selected shellfish make 60s. Then a ship from the 
Faroes will make ros to 20s a kit more than one from 
the White Sea, realizing 7os to 80s for its Faroe 
catch. And on the same day, North Sea cod will 
fetch Bos to 1005. 

At the wholesaler’s factory, 44 stones of fillets are 
obtained from ro stones of whole fish and the fillet 
price becomes ros 6d a stone. The wholesaler, it is 
stated, needs 4s a stone for filleting, packing, ice 
and transport- and the retailer is charged 14s 6d for 
fillets which on the slab are Priced at Is 5d to Is 6d 
a pound. 


Cost of Fish 


Other retailers will be paying 16s to 20s for bétter 
quality fish and be charging 1» 8d to 2s, 

Not unnaturally, in view of the charg@s of 
profiteering which have been levelled against the 
industry, some part of the statistical matter is 
directed to showing the cost of trawling, of fish 
distribution, and the breakdown of the cost of fish 
to the housewife. 

One graph shows the return on capital employed 
and turnover (based on profits before loan interest 
and taxation). These for 1955 were 11°8 per cent 
capital and 3-2 per cent turnover; for 1954,-6:3 per 
cent and 1:6 per_cent; 1953, 7 per cent and to per 
cent; 1952, 9°7 per cent and 2-8 per cent. 

The report also gives a sectional view of a modern 
trawler with its radar, direction finders, echo 
sounders, etc.; approximate cost {200,0e0. In the 
last seven and a half years, £1 million has been 
provided for depreciation and £3 56,817 retained 
from profits. 

Presentation af the balin sheet, incidentally, 
may be commended :in the way the main figures are © 
given to the left of the page de and the detail 
easily read across to the right. 


Profits Tax Contingency 


Most companies treat the contingent liability to 
profits tax from avery practical angle. Thapossibility 
of drawing on the carry-forward for the payment of 
dividends is reckoned to be so remote as to be 
inconsequential. There is in the Fanti Consolidated 
Investment Co Ltd, however, an instance to the 
con 

Mr j; E. W. Lomas, thè chairman, pointed out 
last year that the directors had set aside profits tax 
at the full rate without any deduction for the relief 
allowed amounting to £7,341-in-respect of the pro- 


; portion of profits not distributed by way ‘of dividend 
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and bonus. If at any time in the future, dividends were 
paid in respect of the profits earned, they would 
then under the present Inland Revenue provisions be 
liable for profits tax on any such excess distributions 
to the extent of the relief previously received. They 
therefore considered it a measure of prudence and 
also of convenience to have in a separate reserve the 
amount of the relief available to meet the con- 
tingency should it arise. The practice is continued 
in the current accounts and there appears under 
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‘Amount set aside for future taxation on profits to 
date’ the income tax item and then ‘Profits tax- 
future possible distribution charge, £13,625’. 


Money Market 


With the market’s bid reduced toe £98 14s 11d, the 
average Treasury bill rate hardened to £5 os 3-45d per 
cent on June rst. Applications totalled £381,425,000 


and the market obtained 53 per cent of requirements. 
This week’s offer is {260 million. 





THE HOME AND COLONIAL STORES LIMITED AND ITS 
SUBSIDIARIES 





CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the 52 weeks ended 31st December, 1955 





1954 
f £ . £ 
OI PROFIT ON TRADING .. 2,965,009 3,133,290 
(if) INTEREST AND DIVIDENDS 7,708 - 20,290 
2,972,717 3,153,580 
(ii) U.K. TAXATION estimated to be 
peynble on the profits of the year ..  [,863,70! E 947,004 
is 1,109,016 {206,576 
(iv) ADJUSTMENT OF TAXATION 
PROVISIONS, etc., In respect of 
previous years wt Ss ds 317,264 140,983 
(v) NET PROFIT OF THE GROUP... = 1,426,280 i 317,559 
Deduct: 
(vi) AMOUNT ATTRIBUTABLE TO 
-SHAREHOLDERS OUTSIDE 
THE GROUP ee DR Sg 112,728 137,284 
{vii} PRE-ACQUISITION PROFITS OF A ; 
SUBSIDIARY .. ae Se e — 34,220 
(vlil) DIVIDENDS PAID (less Income Tax) 
to the holders of the Preferential 
Capital of The Home and Colonial 
Stores Limited.. Ke s s 103,413 99,689 
216,141 . 271,493 
(x) BALANCE OF PROFIT ATTRI- 
BUTABLE TO THE ORDIN. 
ARY SHAREHOLDERS OF THE 
HO AND COLONIAL 
STORES LIMITED.. J .. £4,210,139 £1,046,366 








APPROPRIATION OF ABOVE BALANCE OF PROFIT 
PROFTTS RETAINED - l 


By Subsidiarles Se ge ie .e (135,456 344,444 
By The Home and Colonial Stores &imited: 
Transferred to General Reserve ee 510,000 200,300 
Transferred to Contingencies Reserve .. 65,000 — 
Added to unappropriated balance Ss 2,798 5,037 
713,254 549,481 
PROPOSED DIVIDEND at the rate of 12, 
cent (less Income Tax) on the Ordinary 
hares sis si te a ag 496,885 496,885 
£1,219,139 £1 ,046,366 








NOTES ON CONSOLIDATED PROFIT AND LOSS ACCOUNT 


i, No depreciation is provided In respect of Freehold and Long Leasehold 
Shop Properties, 


2% Replacement of Shop Utensils is provided by direct charge to Revenue. 


3. The Benevolent Funds have been charged with Painon totalling £1,350 
gia) pale to past executive Directors of The Home and Colonial 
` Stores Limited, or their dependants. 


A The Adjustment of Taxation Provisions erc, in respect of previous years 
£317,264, largely results from the agreement of excess profits levy and 
income tax assessments for past periods and also includes the amount 
over-provided in the 1954 Accounts arising from the reduction In the 
rate of Income tax from 9s to 8s 6d In the £ as provided by the 1955 
Finance Act. 


SCHEDULES TO CONSOLIDATED PROFIT AND LOSS 
ACCOUNT 


{i} PROFIT ON TRADING has been arrived 


at after deducting the following items: 1954 
£ É 
Depreciation and amounts written off .. 650,872 588,316 


Reserves towards Increased cost of renewal 


of Fixed Assets and for Davalopment 240,200 231,900 





Interest on Debentures and Mortgages .. 43,298 42,089 
Emoluments of Directors of The Home and 
Colonial Stores Limited In respect of 
-their whole-time services. (No fees ara ` 
payable) .. sf ga Wie Si 62,586 53,982 
Allocations to Staff Benevolent and Provi 
dent Funds we e SÉ es 164,750 180,625 
Stamp duty on Increase in Authorized E 
Caplcal es si da d SI aa 15,000 
£1,161,706 £€1,111,912 
- (1) INTEREST AND DIVIDENDS 
Government Securities ete, Si ds 621 $2,102 
Trade Investments 7,987 8,188 
£7,709 £20,290 
(il) U.K. TAXATION estimated to be payable 
on the profits of the year: 
Profits Tax .. i Ss - 358,620 . 349,850 
Income Tax .. Sa . 1,504,881 1,597,154 


£1,863,701 £1,947,004 


AR, Bo 
D 





REPORT OF THE AUDITORS TO THE MEMBERS OF 
THE HOME AND COLONIAL STORES LIMITED 


We have obtained all the information and explanations which to the 
best of our knowledge and belief were necessary for the purposes of our 
audit. In our opinion proper books of account have been kept by the Com- 
pany so far as appears from our examination of those books. We hava 
examined the Balance Sheet on page ten which Is in agreement with the 
books of account. In our opinion and to the best of our Information and 
according to the explanations given us, the said Balance Sheet with the 
relevant notes gives the Information required by the Companies Act, 
1948, in the manner so required and gives a true and fair view of the state 
of the Company's affairs as at 3ist December, 1955. 


We have also examined the Consolidated Balance Sheet on page eight 
and Consolidated Profit and Loss Account on page six of the Company 
and its Subsidiaries dealt with thereby with the audited Accounts of thoro 
Companies, certain of which have not been audited by us. In our opinion 
such Consolidated Balance Sheet and Consolidated Profit and Loas Account 
with the relevant notes and s ules have been properly prepared in 
accordance with the provisions of the Companies Act, 1948, so as to give 
a true and fair view respectively of the stato of affairs and of the profit of 
The Home and Colonial Stores Limited and its Subsidiaries dealt with 
RE , 20 far as concerns members of The Home and Colonial Stores 

frir Ki 


FARROW, BERSEY, GAIN, VINCENT A CO. Chartered 
BARTON, MAYHEW & CO. Accountarta. 


London, 
23rd April, 1956, 
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TAXATION CASES 


F a reports of the cases summarized in these columns will be publishes: with Notes on the J udgments, 


in the Annotated Tax Cases. 


Maclean v. -Trembath 


In the High - Court of Justice (Chancery Division) 
March 16th, r956 > 
(Before Mr Justice ROXBURGH) ` 

Income tax — Office or employment — Director of com- 
pany — Expenses of journey abroad — Expenses of wife 
accompanying him — Income Tax Act, 1952, Sections 
r61, 162, Schedule IX, paragraph 7. 

The sum of £1,220 was paid to the respondent by 
a company in reimbursement of the expenses of 
himself and his wife in travelling to and in Australia. 
All the issued shares in the company were held by 
the respondent and his wife, and they were the only 
directors. The company was an authorized dealer in 
the products of the Frigidaire Division of General 
Motors Ltd, and the company’s territory for this 
purpose was a part of South London and Surrey. 
It was a practice of the company to send members 
of its staff to other, dealers to gain experience. The 
respondent had been to Holland and France for that 
purpose, at the suggestion of Frigidaire, but he had 
not been requested to visit Australia. The respondent 
worked full time in the company’s business, and in 
1952 he-decided to go to Australia in order to gain 


experience of refrigeration and distribution methods 


there” `: 

The respondent and his wife left England in 
September 1953, and returned in February 1954. 
The sea journey both ways took eight weeks, and 
eleven weeks were spent in Australia.. While there, 
the respondent: and his wife spent a considerable 
proportion of the time’at establishments of Frigidaire 
and at other. places where refrigeration apparatus was 
used. The respondent had many discussions with 
members of the staff of General Motors Ltd ‘in 
Australia, and in that way he learned much that he 
could not have learned otherwise, and which was 
advantageous to himself and the company and 
brought business to the company. 

The respondent’ s wife was a director and the 
secretary of the company, and she had been engaged 
part time in the company’s office work, but during 
the fiscal year 1953—54 she had not attended the com- 
pany’s offices, and documents that needed her signa- 
ture as secretary were dealt with by her at home. 
She bad no technical qualifications. She was of 
assistance to the respondent in forming ideas as to 


ways in which the products sold by the company. 


could be used, and she was a good conversationalist, 
which the respondent was not. 
In computing the amount of his income under 


Schedule E the respondent claimed to be entitled to 
deduct the £1,220. The Special Commissioners 


allowed £730, the cost of the sea passage; £200, the 
cost of travelling in. Australia; and {50 for hotel 
accommodation, making £980 in all, and they dis- 


allowed the. remaining SH The Inland Revenue 
appealed against the allowance of the £980. 

Held, that the part of the £980, which related to 
the expenses of the respondent himself, was properly 


- allowable, but that the part relating to the EEN d 


wife was not. 


` In re Parkes’ Settlement 


In the Court of Appeal- March rath, 1956 
(Before THE MASTER OF THE ROLL (Lord EVERSHED), 
Lord Justice JENKINS and Lord Justice BIRKETT) 


Estate duty — Interest purchased or provided by ‘the 
deceased — Beneficial . interest accruing or arising -— 
Settlement — Trust during settlor’s lifetime — Trust after 
settlor’s death — Annuities - Whether 
accrued or arose by survivorship — Finance Act, 1894, 
Section 2 (1) (d) ~ Finance Act, 1934, Section 28. 

' The settlor, who died in 1952, had in 1929 made 
a settlement under which during his lifetime - or 
until certain policy moneys had been received by the 
trustees, the income of the trust fund was to be paid 


„equally to his two daughters as long as they re- 


mained unmarried, but so that the amount paid to 
each daughter was not to exceed £250 a year. Subject 
to this trust the income or the surplus thereof was 
to be paid equally between the two sons and the two 
daughters of the settlor. 

After the settlor’s death (or the receipt of the 
policy moneys) the trustees were to appropriate, in 
respect of such of the daughters who were then un- 
married, a fund sufficient to produce an annuity of 
£250 for each daughter for life, as long as she còn- 
tinued unmarried, and the trustees were empowered 
to resort to capital i in supplement of income. Subject 
to these trusts the capital and income of the trust 
fund was to be held upon trust. for the two sons and 
two daughters: -of the settlor in equal shares abso- 
lutel 

The i income of the trust fund. was insufficient 
during the lifetime of the settlor to provide £250 a 
year for each of the two daughters, who had remained 
unmarried, and the surplus income, which was dis- 
tributable among the four children, came to about 
£77 

Phe Inland Revenue claimed. estate duty, under 
Section 2 (1) (d) of the Finance Act, 1894, (1) in 
respect of the two annuities of £250 each, which 
became payable-out of the appropriated funds on 
the settlor’s death, (2) in respect of the capital of 
the trust fund, so far as it was not required to 
provide the appropriated funds. 

Held, (1) that in respect of the annuities there was 
no material change on the settlor’s death and estate 
duty was not payable; (2) that as regards the capital, 


beneficial interest ` 


aaa 


on the death of the settlor the trusts existing during ` 


his lifetime came to an end, and different trusts 
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sprang into being, and that, accordingly, beneficial 
interests arose or accrued on the settlor’s death, and 


Ge 2 (1) (d) of the Finance Act, 1894, applied 
b° the case. 


Bradshaw v. Blunden 
In the High Coumt of Justice (Chancery Division) 
March 22nd, 1956 ` 
(Before Mr Justice ROXBURGH) 
Income tax — Builder and contractor ~ Transfer of 


p 


business to company — Houses not transferred — Whether | 


houses trading stock or investments — Income Tax Act, 
1952, Schedule D, Case I. 


The appellant began business as a builder and con- 
‘tractor in 1930, and by September 1939 he had built 
More than 1,000 houses and had purchased others. 
Most of these houses were sold in the ordinary 
‘course of the business, but 206 were left. D the 
‘war years the appellant did no building and confined 
` his activities to the repairing of war damage. 
‘Some of the 206 houses had been built by the 
appellant, not for sale, but for letting and for-holding 
by him as investments. ‘I'he costs of such houses were 
charged in the accounts of the appellant’s building 
and con ing business, but these houses were 
built in blocks, and as each block was completed it 
was transferred to the appellant’ 8 own account at 
cost price. 
On December roth, 1945, the appellant caused a 
company to be incorporated with a capital of £5,000 
in .{1 shares, 4,400 shares being allotted to the 
appellant and 600 to another person. The appellant 
was a director of the company, but he left the manage- 
ment of the business in the hands of his former 
manager, and in 1947 the appellant obtained a farm 
in Devonshire and carried on farming there. At the 
' first meeting of the directors it was resolved that the 

company should purchase the appellant’s building 
, and contracting business as from November "et, 
' 1945. No houses were included in the assets pur- 
chased by the company from the appellant. 

The appellant was assessed, under Case I of 
Schedule D, for 1945-46 to 1948-49 on the footing 
that during those years he continued in business as 
a: builder and contractor. The appellant appealed 
to the General Commissioners, who decided that all 
the houses retained by the appellant, except sixty- 
eight of them, were investments; but the General 
‘Commissioners decided that the ‘sixty-eight houses 
‘were trading stock in a business of a builder and 
contractor, which the appellant had continued to 
carry on after November ist, 1945. Between Decem- 


ef 
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no cross-appeal by the respondent against the General 
Commissioners’ finding as to. the houses which they 
had held to have been investments. - 

The General Commissioners found (a) that the 
appellant € sold-his business as a builder and contractor 
to the company on December roth, 1945; (b) that the 


appellant’s business ‘did not cease on the sale of 
part of his business to the company’; (c) that ‘subse- 
quent sales of houses which constituted 


stock were in continuation of his trading’. 

Held, (1) that the second and third findings were 
inconsistent with the first; (2) on the evidence the 
E trade as a builder and contractor was 

y discontinued on December roth, 1945; 
(3) J thatthe sixty-eight houses, which he retained 
after that date, were investments and not trading 
stock. 






-| Leigh Silanes Ltd v. C.LR. 

igh Court of Justice (Chancery Division) 
March 23rd, 1956 

(Before Mr Justice RoxpuRGH) 

Stamp duty — Conveyance or transfer on sale — Transfer 
from one | company to another — Whether issued shares 
of transferee company held benefitially by transferor — 


In the 


Stamp Act, 1891, Section 12 — Finance Act, 1930, 
Section 42 — Finance Act, 1938, Section 20. 
On h rst, 1954, five documents, which were 


conveyances or transfers on sale, were executed 


between ithe appellant and another company. At 
that date the other company was the registered holder 
of 98 out of roo issued shares in the appellant. The 
acquisition of these 98 shares was part of an elaborate 
transaction, and the beneficial interest in the shares 
remained i in the original holders of the shares. 

The Inland Revenue decided that stamp duty was 
payable on the five documents on the footing that 
they were conveyances or transfers on sale under 
Schedule I to the Stamp Act, 1891. The appellant 
contendéd that the documents were egent from 
stamp duty under Section 42 of the Finance Act, 1930. 

Held, that as the other company was not the bene- 
ficial holder of the ninety-eight shares in the appel- 
lant company, the exemption under Section 42 of 


the Finance Act, 1930, was‘not available. 


| 


Chloride Batteries Ltd v. Gahan 
In the House of Lords ~ March 26th, 1956 


(Before! Viscount Simonps, Lord Rem, Lord 
LIFFE and Lord SOMERVELL OF HARROW) 


EE Income tax- Notice to, groib Za 
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assessed ‘on the principal company was £209,000, 
whereas, if the profit of the appellant had not been 
added to the profit of the principal company, the 
assessment on the latter would have been £132,000. 
Accordingly, the difference in this respect caused by 
the giving of the notice to group was about £77,000. 
The amount that would have been assessed upon the 
appellant, if no notice had been given, was £191,000, 
because there would have been a distribution charge 
in respect of dividends paid by the appellant to its 
principal company. 
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LU 
It was contended on behalf of the appellant that 
it was entitled to bring into account the £191,000, 
on the footing that the company had the right to 
repay the whole of that sum to the principal company. ` 
It was contended on behalf of the respondent that’, 
the amount which could be broyght into the appel- 

lant’s income tax computation was the £77,000. 
Held (affirming the decision of the Court of 
Appeal), that the amount which could be deducted 
in the appellant’s income tax computation was the 


£77,000. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Depreciation in Nationalized Industries 


Sir, — With reference to the correspondence columns 
in your issue of May 12th, a nationalized industry 
is not expected to ‘make profits’ but to pay its way. 
Eventually all its costs must be paid by its consumers 
or customers. In degiding upon whether to depreciate 
on distoric cost or replacement value it is in effect 
deciding whether to put its prices up later, or 
immediately. 

The bugbear of our national economy is inflation 
and the national interest demands its arrest and 


elimination, and the consideration of any policy in its- 


bearing on inflation. Would not the advocate of re- 
placement cost depreciation agree that all wage 
increases not arising from increased production and 
all price rises not due to improvements in quality 
are the life-blood of inflation? If, as a result of a 
decision to depreciate on replacement values a 
nationalized industry is obliged to charge its cus- 
tomers more, in present conditions it is undoubtedly 
contribuging to inflation. 

If it can wait until it has been obliged to spend the 
money on increased costs of asset replacement before 
passing on to its consumers the increased depreciation 
resulting therefrom, it is at least doing its best not 


to hasten inflation. now, Furthermore, assets have 


varying lengths of life, many of them sufficiently 
long, one hopes, to outlive the present inflationary 
crisis, and this factor will help to prevent a sharp 
overall increase in future depreciation changes, On 
the contrary, a change now from historic to replace- 
ment cost depreciation would certainly have such an 
effect, aset has obviously to be applied to all present 
assets whatever their estimated life. 

Surely it is desirable to do all possible to decelerate, 
arrest, and conquer inflation itself, which is the cause 
of the asset replacement problem. If, in this pursuit, 
real capital is eroded, the achievement of stability 
will be compensation. 

As I see it, inflation is an economic symptom of an 
underlying malady, that of attempting (whether by 
wage claims, replacement cost depreciation or any 
other device) to obtain a complete, ready-made, 


cellophane-wrapped, economic security. This is an 
illusion, as the real values of life, and real security, 
do not lie in the economic field; and until this is 
recognized, inflation is likely to continue. Meanwhile, 
accountants should play their part in advocating all 
that can be done to minimize it while it is with us. 
Yours faithfully, 
Keynsham, Bristol. J. R. EVENS, A.C.A. 


Approved Auditor: Appointment 


Sir, — Two partners in an accountancy firm are both 
approved auditors. Partner A. is the auditor to a 
bowls club; partner B. is a member of the club and 
also a member of the committee. The conditions of 
appointment of approved auditors state: 

‘an audit may not be accepted if the approved 

auditor or a partner of his holds any office or em- 

ployment (other than that of auditor) 1 in the Geer 
or branch concerned.’ 

Can any reader let us know whether SE 
of a committee constitutes holding an office for the 
above purpose, and is partner B. out of order in being 
a member of the committee? 

Yours faithfully, 
INCORPORATED. 


Schedules A and D 

Sir, ~ After reading the Royal Commission’s report 
on the taxation of profits and income, and their 
refusal to recommend the abolition of Schedule A 
tax on owner-occupied premises, I am inclined to 
wonder whether the total abolition of this tax would ` 
not, in fact, benefit the Revenue as well as the 
taxpayer. 

Property falls into three main groups — business, 
tenanted and owner-occupied houses. 

In the case of business premises, the net annual 
value is deducted from the profit in arriving at the 
Schedule D assessment so that the business pays tax 
on its total profit only and it matters not what value 
the Inland Revenue place on the building. 

Income from premises which are let is assessed on 
the landlord under Schedules A and D. Tax is 


i 
June 9th, 1956 
€ 
borne on the rent less a repairs allowance but-should 


the cost of maintenance, etc., exceed the statutory 
` allowance, a claim may be made under Section 101. 


hus the landlord suffers tax on the rent less. ‘repairs, 


that is on his true income. A simple tax on rent, less 
outgoings, would be quite suitable in this: case. 

The owner-occupier, however, is taxed on the 
rent he would probably receive if he let the premises 
unfurnished. I shudder to think what would happen 
if we were ever taxed on a Ke furnished 


_ letting. 


Of course, where repairs are heavy a maintenance 
claim may be submitted and the Chancellor would 
do well to ponder on this. It is much easier to paper 
the lounge in lavish style if income tax and surtax 
can be deducted from the cost. 

The Government have made house-buying easier 
by halving the stamp duty up to a certain amount. 


P Could they not make it easier still by abolishing the 


| 


r 


Schedule A? 

Could we not, sir, make one last plea to put an 
end to this injustice? To do away with those 
‘assessments and increases in assessments which are 
raised, appealed against, haggled over and finally 
paid only to be offset by a claim for the reduction of 
‘the Schedule D? 

Why tax notional income on the one hand and 
lallow real income to be tax free on the other? 


Yours faithfully, 


Hornsea, E. Yorks. A. W. JACKSON. 


Limited Company for Executorship and 
Trustee Work 
| SR, — We.have recently been considering the forma- 
tion of a small limited company in order to deal with 
i exécutorship and trustee work which, from time to 
time, comes to us. 

The practical advantages. of such a course, how- 
ever, do not appear to be very great, particularly as 
apparently unless the company can qualify as a trust 
corporation —and in ours, as in most other cases, 
this is out of the question — letters of administration 
only will be granted to a syndic appointed by the 
company. When, as would frequently be the case, 
the company is appointed executor jointly with a 
member of the baer apie GE complications will 
arise as, since the Court will not grant letters of 
administration and probate in connection with the 
same will, it will be necessary for the family executor 
to renounce if a grant is to be made to the company. 

The advantage of continuity frequently cited 
would appear to be equally available to the unin- 
corporated firm which should be able to obtain 
alteration in the case of the retirement or death of 
the partner concerned by means of a codicil through 
the will. 

We should greatly appreciate the experience of 
your readers regarding this matter. 

Yours faithfully, 


INTERESTED. - 


THE ACCOUNTANT 


663. 


Charity: Anditing Accounts Five Years Old 


Sir, — We would welcome the views of your readers 
. on the position which has arisen with regard to the 


audit of the accounts of a charity. 

We have acted for this concern for more than fifty 

years, the books being written up and the annual 
accounts prepared by the secretary. 
. Since the last war the accounts have been put 
before us at longer and longer intervals so that 
two years ago we were asked to audit accounts which 
were five years old. We carried out our work but 
were concerned at the delay in presentation, and 
spoke to the chairman by SEH He expressed 
his indifference and we thereupon wrote asking him 
to put the matter before his committee and bring the 
accounts more up to date. This has had no effect, 
and we received no acknowledgment of our letter. 

This year we wrote to the president of the charity; 
who did acknowledge our letter, but said he would 
forward it to the chairman, and we have heard no more. 

It seems to us unsatisfactory that we should be 
asked to check and certify accounts knowing full well 
that the transactions took place some years ago, and 
that many matters have been -dealt with since then 
which we shall not be asked to examine for veäf to 
come. 

Furthermore, the income of the hares is mainly 
invested and received as interest under deduction of 
income tax. The claims for repayment are also 
delayed some five years so that there is always a 
substantial sum remaining unclaimed. 

In the interests of propriety we sign ourselves 
anonymously. 


Facilities for Students in the Past 


SR, ~ On page 610 of your issue of May 26th there 
appeared a matter which to me is of some interest. 
In the same column was announced the ames of 
the officers of the East Anglian Chartered Account- 
ants’ Students’ Association and also the names of the 
officers of the Oxford Chartered Accountant Students’ 
Society. I feel it must be quite an unusual occur- 
rence and of interest that the respective presidents 
were articled together in the town of Bolton in 
Lancashire, which -is some considerable distance 
from the areas in respect of which the two presidents 
have been appointed. 
` My illustrious colleague himself obtained first 
place in his Final examination, and I, as the junior 
of my contemporary, feel that the present fice we 
hold is of some significance in view of the fact that 
when we were students, the only students’ contacts 
available to us in the town in which we were articled 
were the contacts with each other. I for my part 
appreciate the value obtained by these contacts with 
a fellow student, and I feel sure that this has influenced 
the interest we are both displaying in students’ 
matters tany miles from our original area of service. 
- " Yours faithfully, 


Match, l H ROBINSON. 
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THE INSTITUTE OF 


COST AND WORKS ACCOUNTANTS 


TWENTY-SEVENTH NATIONAL COST CONFERENCE ) 


The Institute of Cost and Works Accountants’ 
twenty-seventh national cost conference was held’ in 
Edinburgh on Friday, June 1st. The President, Mr 
George Nicholson, F.c.w.a., was in the chair. The 
conference was preceded on Thursday evening by the 
President’s reception, and was followed on Saturday 
morning by the thirty-seventh annual general meeting 
of the Institute’. 

The theme of the conference was automation and 
its impact on industry. In his presidential address on 
Friday morning — extracts from which are reproduced 
below — Mr Nicholson made some penetrating com- 
ments on the subject, and the two papers presented 
dealt with automation from different aspects. The 
first paper — which is reproduced in full elsewhere in 
this issue — was “The impact of automation on manage- 
ment accounting’, by Mr David J. Young, C.A. 
F.C.W.A., secretary and comptroller, The Steel Company 
of Wales Ltd. The second paper, by Mr Reginald W. 
Duffield, F.c.w.a., of Mollins Machine Co Ltd, was 
on ‘Looking forward’. 


PRESIDENTIAL ADDRESS ` 
‘Credit Squeeze’ Taking Effect 


In the course of his address, the President said: 
Much has been said in the past year about the econo- 
mic state of the country and of the measures that have 
been taken in the hope of correcting the position. ... 
There are signs that the further tightening of restric- 
tions on credit is working and that the increase in 
purchase tax on consumer goods is gradually taking 
effect, but the hoped for increase in exports has not 
materialized. The balance of payments position still 
shows aeconsiderable excess of imports and a large 
increase in exports will be necessary to redress the 
adverse balance. We live by export, for as a prominent 
industrialist has pointed out, the real employers of 
everyone in this country are the overseas buyers of our 
goods and services. 

The urgent need is tb reduce the deficit on our 
overseas trading account and the main effort must 
come from industry although the Government can 
and does give help in some respects. Lower export 
prices and a far greater sales effort are essential. Lower 
prices will be possible with reduced costs and these 
could be brought about by greater efficiency and in- 
increased, output. An increase of even 5 per cent in 
output, if sold.overseas, would go a long way towards 
solving our balance of payments problem. It is difficult 
in times of full employment to achieve that little extra 
effort which would mean so much to the prosperity 
of this country and yet a means of achieving it must be 
found. Mr Halford Reddish, F.c.a., chairman of 
Rugby Portland Cement Ltd, who is well known for his 
forthright views, placed his finger on the problem 
when he said recently: 


‘I believe that we can conquer our material problems 
1See Weekly Notes in this issue. 


if we have the will to do it, but we shall not do it until the ` 


attitude to work of so many in this country undergoes 
a radical change and until the apathy on what are really 
moral issues, which today seems to pervade this nation, 
can be shaken off. We shall do as well as we deserve.’ 


Population Content to Go Downhill ? 
So much has been said of the need to increase pro- 


/ 


ductivity that the nation cannot claim it has not been ` 


warned — if the warning is not heeded, and there is 
little evidence to date to show that it is—we must 
conclude that the population of this country just does 
not intend to bestir itself and is quite content to go 
downhill as rapidly as other countries will push us. 
It is a characteristic of the British people never to 
recognize danger until it is on the doorstep and even 
then it has to be a physical danger and the greatest 
leaders of the past never succeeded in rousing the 
country until it was almost too late. Where today can 
we find leaders with enough imagination and drive 
to convince the country that this ts a danger just as 
real as an invasion and that it is already over the 
doorstep and into the hall? There has been enough 
talk, the crying need today is action. 


Complacency At Its Worst 


Some seem to think that the answer is a new industrial 
revolution and that all our problems will be solved 
overnight by automatic machinery. This is com- 
placency at its worst. Automatic machinery is nothing 
new, it has been gradually developed over mgny 
decades. It has already contributed to increased 
production but the process of developing such 
machinery has not by any means reached its limit. 
Today there is a wide variety of labour-saving tools 
and machinery available and the parallel development 
of electronic devices in conjunction with them is 


enabling even greater production without additional ` 


labour. This development has acquired the title of 
‘automation’, a term which has recently. become 
front page news. Unfortunately there has been a lot of 

informed comment, some creating widespread 
consternation and other seeming to promise an even 
lazier life for industry with talk, not of more produc- 
tion, but of shorter working days and a shorter working 
week. If this latter view prevails it can hardly be, in 
the short run, a cure for our present problems. 
Intelligently used, the latest developments in auto- 
matic machinery will increase the productive resources 
of this country, but the increase will not come without 
a lot of thought, careful planning, and the utmost 
co-operation among everyone in industry. The 
popular Press would be doing this country a service 
if it played down the ‘pie in the sky’ aspect of automa- 
tion and discouraged the invention of imaginary 
dangers so that a prominent trade union leader, Mr 
James Crawford, would not have to say, as he has 
done, that the welter of automation sensationalism 
was beyond his understanding. 


Ai 
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Automation and the Cost Accountant 
The problems arising from automation are of special 
importance to cost and management accountants and 
demand their close attention. The Department of 
Scientific and Industrial Research has recently issued 
a report on automation! which makes special reference 
to the work of the “cost accountant. After dealing with 
the use of electronic digital computers the report states 
that one result of the change is that maintenance and 
amortisation would form a much higher proportion of 
costs than before. As a result there might have to eg 
change of emphasis in ways of comparing and con- 
trolling costs. Suitable methods of costing would have 
to be developed in the light of studies on the shop floor 
so as to distinguish between costs of three kinds: those 
that would arise from the amortisation and servicing 
of capital; costs, like maintenance and consumption of 
power, that would arise directly from the operation of 
the plant; and the cost of labour directly involved on 
production. The report continues that a plant with a 
high ratio of capital to labour would need different 


indices of control and efficiency. Indices showing the 


utilization of machines and the proportion of down- 
time due to breakdown, lack of work, or other causes, 
would become much more important than formerly 
but the index of output per head would be less im- 
portant.... 

It is a pity that in an official document such as this, 
one should find a statement ‘. . . rule-of-thumb 
methods of allocating overheads make an adequate 
basis for fixing prices .. .’ and implying that this is the 
general practice in industry and that only now, and 
because of automation, there would need to be new 
methods. I hardly need remind this audience that it 
was precisely this attitude in business which brought 
The Institute of Cost and Works Accountants into 
existence thirty-seven years ago. 

Mr Nicholson then outlined some of the ways in 
which new knowledge and techniques have been 
encouraged and promoted through the agency of the 
Inktitute, and he concluded with a reference to the 
training of students, stressing the importance of prac- 
tical experience. ; 


MEDAL AWARDS 


Four Fellows of the Institute were presented with 
medal awards by the President. 

The Institute’s gold medal for outstanding merit, 
the highest honour the Institute has to offer, was 
awarded to Mr R. B. Garnham, F.c.w.a., who was 
elected a Fellow in 1920-a year after the Institute 
was founded — and has been a Council member since 
1928. He was President in 1939, 1940, and 1941. 
Mr Garnham is the second recipient of the gold medal. 

Silver medals were awarded to Mr William Walker, 
F.C.W.A., President in 1937-38 and a Council member 
from 1930 to 1945, for his contribution towards 
original thought in the techniques of cost accountancy; 
to Mr R. Warwick Dobson, C.A., F.c.w.a., a Council 
member since 1951 and president of the London 
branch in 1947, in recognition of his contributions to 
costing literature and of his services as branch 
lecturer; and to Mr Andrew Miller, J.P., F.C.W.A., a 


' Council member from 1946 to 1952, and a founder- 


member of the Glasgow branch of which he was chair- 


_ man in 1933 and president in 1939, for ‘long, loyal and 


consistent service to the Institute and the profession’. 
1 See The Accountant dated May 19th, 1956, at page 56r. 
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BANQUET 


The conference banquet was held on Friday, June 
rst. The President, Mr G. Nicholson, F.c.w.a., was 
in the chair, and with Mrs Nicholson, received the 
large company of distinguished members and guests 
and their ladies who included: S 


The Rt. Hon. John G. Banks, C.B.E., J.P. (The Lord 
Provost of Edinburgh), and Mrs Banks; Mr Stanley J. D. 
Berger, M.C., F.C.1.8. (Director of the Institute), and Mre 
Berger; Mr P, J. Bovill, pe, J.P., and Mrs Boviil; Professor 
Robert Browning, M.A., LL.B., C.A. (Professor of Accountancy, 
University of Glasgow), and Mrs Browning; Mr L. F. 
Cheyney, F.1.M.T.A., F.8.A.A. (Secretary, Institute of Muni- 
cipal Treasurers and Accountants); Sir Charles Cunningham, 
K.B.E, CB., C.V.0; (Secretary, Scottish Home Department), 
and Lady Cunningham. 


Mr A. S. H. Dicker, F.c.a. (Vice-President, Institute of 
Chartered Accountants in England and Wales), and Mrs 
Dicker; Mr R. W. Duffield, F.c.w.a.; Mr Roland Dunkerley, 
J.P., F.C.W.A. (a Past President), and Mrs Dunkerley; Mr 
Derek du Pré (Editor, ‘The Accountant’); Mr H. L. Finlay 
and Mrs Finlay; Mr H. J. Furness, F.c.w.a. (a Vice-President 
of the Institute), and Mrs Furness; Mr R. B. Garnham, 
F.C.W.A. (a Past President), and Mrs Garnham; Mr W. 
Macfarlane Gray, F.A.C.C.A. (Immediate Past President, 
Association of Certified and Corporate Accountants), and Mrs 
MacFarlane Gray; Mr W. E. Harrison, F.c.w.a. (a Past 
President), and Mrs Harrison; Mr JH. Hoy, M.P., and Mrs 
Hoy; Mr A. L. Imrie, C.A., F.I.M.T.A. (City Chambglain, 
Edinburgh), and Mra Imrie. 


Mr Ian W. Macdonald, M.A., GA. (Director and General 
Manager, Commercial Bank of Scotland), and Mra Mac- 
donald; Mr E. H. V. McDougall (Secretary, Institute of 
Chartered Accountants of Scotland), and Mra McDougall; 
Mr Alan S. Maclver, M.C., B.A. (Secretary, Institute of 
Chartered Accountants tn England and Wales), and Mrs 
Maciver Mr W. P. S. Melville and Mrs Melville; Mr 
A. C. S. Meynell, F.a.c.c.a. (President, Association of 
Certified and Corporate Accountants), and Mrs Meyneil; 
Mr Ian T. Morrow, C.A., F.c.w.A. (a Vice-President of the 
Institute), and Mrs Morrow; Mr F. K. B. Murdoch, M.B.E., 
T.D. (Secretary to the Lord Provost of Edinburgh), and 
Mrs Murdoch; Mr A. W. Muse, F.c.w.a., F.A.C.C.A. (a 
Past President), and Mrs Muse. 


Mr F. Cameron Osbourn, M.B.E., B.A., LL.B. (Secretary, 
Association of Certified and Corporate Accountants); Mr T. 
Oswald, M.P., and Mra Oswald; Mr Ronald r, C.A. 
(Chairman, Scottish Division, National Coal Board), and 
Mrs Parker; M François M. Richard (President, Compagnie 
Nationale des Experts a Hea Mr W. S. Risk, B.COM., 
GA. F.c.w.A., and Mrs Risk; Mr F. W. H. Saunders, 
F.C.W.A. (a Past President), and Mrs Saunders; Mr E. 
Sinnott, F.1.M.T.A., F.S.A.A. (Vice-President, Institute of 
Municipal Treasurers and Accountants); Mr G. I. Stewart, 
M.C., C.A. (President, Institute of Chartered Accountants of 
Scotland), and Mrs Stewart. 

Mr G. C. Stone, F.c.w.a. (a Past President), Sir John 
Storrar, C.B.E., M.C., B.L. (Toton Clerk, Edinburgh), and 
Lady Storrar; Mr S. C. Tyrrell, F.C.W.A., F.LILA, M.1.Q. 
(a Past President), and Mrs Tyrrell; Mr A. van der Bijl, 
C.A.(8.A.), A.C.W.A. (Secretary, Johannesburg Cesetre of the 
Institute), and Mrs van der Bijl; Mr W. Walker, F.c.w.a. 
(a Past President), and Mrs Walker; the Rt. Hon. A. 
Woodburn, P.C., M.P., and Mrs Woodburn; Sir Richard 
Yeabsléy, CBE, F.C.A., F.S.AA. (President, Society of 
Incorporated Accountants); Mr David Young, C.-A., F.C.W.A., 
and Mrs Young. 

The toast of ‘The City of Edinburgh’ was proposed. 
by Mr W. S. Risk, and the Lord Provost of Edinburgh 
responded. “The Institute of Cost and Works Account- 
ants’ was proposed by Mr Ian W. MacDonald, and 
the President replied. Mr S. C. Tyrrell praposed the 
toast of ‘Our Guests’ and Mr Woodburn responded. 
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Personal 


: Messrs Crorrs*& NAYLOR, Chartered Accountants, 
of 30 Spring Gardens, Manchester, 2, announce that 
as from June Ist, 1956, they have taken into partner- 
ship Mr P. E. FRANKLIN, A.C.A., who served his 
articles with the firm and who has been a member of 
their staff for some years. The style of the firm will 
remain unchanged. 


_ Messrs J. A. HESELTON & Son, Chartered Account- 
ants, of Cavendish House, 12 Piccadilly, Bradford, 
and Mr C. W. ALLAN, Chartered Accountant, of 
Commerce House, Cheapside, Bradford, announce 
that their practices have been amalgamated as from 
June 1st, 1956. The combined practice is being 
carried on under the name of HESELTON, ALLAN & 
Co, and the partners are Mr A. WYNDHAM "HESELTON, 
F.c.A., Mr C. W. ALLAN, B.COM., F.C.A., and Mr Eric 
D ADAMS, F.C.A. It is intended in about six months’ 
time to carry on the business solely from Cavendish 
House, 12 Piccadilly Bradford, but in the meantime, 
bothexisting offices are being maintained. 


. Mr C. W. ALLAN, B.COM., F.C.A., of Commerce 
House, Cheapside, Bradford, I, announces that as 
from June ist, 1956, he has amalgamated his practice 
with that carried on by Mr A. WYNDHAM HESELTON, 
F.c.A., and Mr Eric D. ADAMS, F.C.A., under the style 
of J. A. HESELTON & Son at Cavendish House, 
12 Piccadilly, Bradford; the combined practice will 
be carried on under the name of HESELTON, ALLAN & 
Co. Mr ALLAN also announces that until the office 
premises now occupied by Messrs J. A. HESELTON & 
Son are extended to accommodate the partners and 
staff of the new firm, he will continue to practise at 
Commerce House, Cheapside, Bradford. 


Messrs Dawson, GRAVES & Co, Chartered Ac- 
countants, of 1 Tithebarn Street, Liverpool, 2, 
announce that Mr T. H. WILLIAMSON, F.C.A., 
retired from the firm at May 31st, 1956. The practice 
will be continued by the remaining partners and the 
name of the firm will remain unchanged. 


Messrs TIPLADY, BRAILSFORD & Co, Chartered 
Accountants, formerly of 4-5 Copthall Court, 
London, EC2, announce their removal to larger 
offices, on Monday, June 4th, 1956, at 36-38 New 
Broad Street, London, EC2. Telephone: London 
Wall 1076-7. 


New B. O.A. C. Financial Comptroller 


Mr K. W. Bevan, A.C.A., chief accountant of British 
Overseas Airways Corporation, has been appointed 
financial comptroller -the post formerly held by 
Mr Basil Smallpeice, B.COM., A.C.A., whose appoint- 
ment as managing director of the corporation was 
recently announced. Mr Bevan will be responsible 
to the. managing director for the financial and 
economic management of the corporation. 
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- Professional Notes 


Mr C. G. Rye, A.8.A.A., comptrolfer of the Bowater 
Paper Corporation Ltd, ‘has been elected to the board 
of the company. 

Mr W. L. Barrows, J.P., F.c.A., has been appointed 
to the board of London Works (Barlows) Ltd. 


Homes for Old People 


In view of the opening towards the end of the year 
of a fourth home of Crossways Trust at St Leonards- 
on-Sea, the Chartered Accountants’ Benevolent 
Association may be able to offer accommodation in 
this or in one of the three other homes of the Trust 
to two or three retired members, either singly or 
with their wives, or to the widows of members. To be 


eligible for consideration a person must be in need of 4 


care and attention and have insufficient means to pay 
for board and lodging and care and attention at 
normal commercial rates. 

There are two classes of homes one for the able- 
bodied and the other for the infirm who need nursing 
but who are not hospital cases. 

Any member who is interested or who knows of a 
former member or the widow of a member who might 
be interested, should write to the Honorary Secretary 
of the Association, Moorgate Place, EC2. 


Stamp-Martin Research Lecture 


Professor F: Sewell Bray, F.C.A., F.S.A.a., Stamp- 
Martin Professor of Accounting, will deliver the 
next Stamp-Martin research lecture at Incorporated 
Accountants’ Hall next Thursday, at 6 p.m. The 
subject will be ‘Capital changes’, not ‘Capital charges’ 
as we announced in our issue of May 12th. The 
meeting is open to all accountants and students 
who may be interested. l 


Research Appointment in Australia 


Dr Mary E. Murphy, PH.D.(LOND.), c.P.a., of Los 
Angeles, has accepted the appointment of director. 
of the Research and Service Department to be 
created by The Institute of Chartered Accountants 
in Australia. 

Mr K. N. Stonier, ¥.c.a.(aust.), President of the 
Australian Institute, has announced that the depart- 
ment will conduct research into matters concerning 
public accountancy with emphasis on aspects which 
are of practical importance and application by 
chartered accountants. 

Dr Murphy, who visited Australia as a Fulbright 
lecturer in 1953, will take up the two-year appoint- 
ment next January. At present she holds the position 
of chairman of the Accounting Department in the 
Division’ of Business Economics in Los Angeles 
College of Applied Arts and Sciences. Dr Murphy, 
who is well known in the accountancy profession and 
has travelled widely, attended the Sixth International 
Congress on Accounting held in London in 1952. 
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Golf in Ireland 


The annual meeting of the Institute of Chartered 
Accountants in Ireland Golfing Society was held 
e during the week-end May 26th~28th, at the County 
Sligo Golf Club, Rosses Point. The competition for 
the Smyly Cup refulted as follows: 

G. F. Cole (8). All square (wins on second 9). 

D. W. Pratt (19). AIl square (runner-up on second 9). 

N. G. White (22). All square. 

J. H. Sedgwick (20). All square. 

The Quin Cup was won by N. G. White (22) with a 
net score of 71, the runner-up being S. H. Polden 
(13) with 73. The ‘North v. South’ Cup was won by 
South. 

At the annual business meeting of the Society, 
Mr E. M. Knox was elected captain for the ensuing 
year, while Mr G. A. P. Bryan and Mr D. W. Pratt 
were re-elected honorary secretaries. It was decided 
to hold the 1957 meeting at Rosses pout during the 
week-end of May 25th-27th. ` 


Golf in Scotland 


The annual golf match between the Glasgow Char- 
tered Accountants Students’ Society and. the Char- 
tered Accountants Students’ Society of Edinburgh, 
took place at Luffness Golf Club, West Lothian, on 
May 23rd, 1956. Singles were played i in the morning 
and foursomes in the afternoon, and Glasgow was 
successful in vanquishing their Edinburgh opponents 
by 124 to 54. 

Detailed results are as below (Glasgow names first): 


Singles: 
J. S. Allan. beat D. Fortune 3 and 2 
H. Begg. zi M. C. Murphy. 1 up. 
D. Clark. ss A. Thomson. “and 6 
I. D. Copland. ‘3 G. H. Wells. I up. 

e H. Davidson. be W. B. M. Laird. 2and1 
N. Judd. S C. R. Angus. 4and 3 
H. McFarlane. e D. Hardman. and 6 

Pearson. . lost to D. Young. . 4and 2 
H. W. Russell. R. I. Marshall 6and 5 
R. Shuker halved with A. M. Zull, 
R. Waddell. lost to ` K. B. Munnoch. by r hole 
D. A. Wright. beat 


G. C. Hutchison. e and 
Results — Singles: Glasgow, 84 points. Edinburgh, GI 
points. 


Foursomes: 
Allan and McFarlane. beat Fortune and 
Hardman. 
Begg and Wright. ii Murphy and 
Hutchinson. 
Clark and Pearson. y Thomson andYoung. 
Copland and Russell. e Wells and Mars 
Shuker and Judd. lost to Zull and An 
Waddell and Davidson. ` Munnoch and Laird. 


Results — Foursomes: Glasgow, 4 points. Edinburgh, 
2 points. 
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The Association of Scottish Chartered 
Accountants in London Golf Club 


The annual competitions of the Association of 
Scottish Chartered Accountants in London Golf 
Club were held at Denham Golf Clyb on May 3oth, 
in excellent weather. 

The medal round was played in the morning 
followed in the afternoon by a bogey competition. 

The course was in good condition although some 
players found the greens, which had been well 
watered, a little slow in the morning. 

The results were as follows: 


Past PRESIDENTS’ CHALLENGE CUP 


nee Competition) a. 
D. H. Mackeith à ge se .. 83—11=72 
C. Taylor 75— 2=73 
R. K. Graham (Captain) Bo 5=75 
C. M. Scroggie . 86—11=75 
S. Stevenson, Jun. 86 —10=76 
A. H Syme... 93—-17=76 
J. Thomson 86— 9=77 
N. S. Matheson 95 —18=77 
J. D. St C. Harrison 8o= 1=79 
F. C. S. Parkinson 98 —18=80 
S. S. Berlanny ` .. 99—18=81 
J. H. Williamson r .. -IOI —20=$ßI 
D. Ross $ EECH 
A. Mackenzie d =§82 
W. J. Findlay : = 83 
innie a. 102—18=84 
` Best Nine Holes Home , 
s. Stevenson, Jun... ,— 40— 5=35 
Lapy Mann CHALLENGE Cur ` 
(Inter-Office Competition) 
Thomson, McLintock & Co. 
D. H. Mackeith ..- .. ae (eh Se 72 
C. Taylor .. pi T a, ine F mea. O78 
145 
: Bocey CHALLENGE Cup poa t 
C. Taylor pi ia DN oy All square 
S. Stevenson, Jun. 1 down 
D. H. Mackeith- 9? ,, 
J. D. St C. Harrison A on 
J. H. Williamson Ara Ze 
C. M. Scroggie 5. y» 
R. M. Brown . 5 y 
N. 5. Matheson 5 y 
S. Berlanny .. A 5. 
F. C. S. Parkinson Cd 
W. F. Eva eh To "oa 
C. D. Gairdner 8 
T. G. B. Matheson IO A 
W. J. Findlay .. I2 2 


J. IVAN SPENS CHALLENGE CUP 
(Medal competition for eer: with alas of 12 or Se 


A. H. Syme (winner) .. ,, RB—-I7=76 

N. S. Matheson (runner up) e.. SC =77 
Best GC Scone i 

C. Taylor 4 ja SS ba EE 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 
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B.B.C. Programmes on Hire-purchase 
PRINCIPAL SPEAKER A CHARTERED ACCOUNTANT 


In the first of two half-hour B.B.C. programmes, 
broadcast yesterday, a definition of hire-purchase 
_ was given and its moral implications were explained. 
The second programme in the survey, which will be 
. on June 15th, will examine the various methods of 
hire-purchase, its effect on personal budgets and on 
the national economy. 

The principal speaker in both programmes is a 
chartered accountant. In the second programme he 
will take the chair in a discussion on the subject 
with a credit manager of a multiple store, an industrial 
banker and an economist. 


Union of Chartered Accountant 
Students’ Societies 


Members of students’ societies are reminded that all 
students’ societies welcome to their meetings 
members of other societies who are temporarily 1 in 
their area.. 

There is also an arrangement for transfer of 
membership without*additional fee for members who 

pernfanently change their district. The interchange 
should be carried out through the secretaries of the 
societies concerned. 

A list of towns. where students’ societies hold 
meetings will be found on the cover of this issue of 
The Accountant. 


Annotated Tax Cases 


Part 7 — the concluding part — of Volume XXXIV of 
the Annotated Tax Cases, edited by Mr Roy 
Borneman, Q.c., is published today and contains 
reports, with notes on the judgments, of the following 
cases: British Tr Commission v. Gourley 
o ac re Hall; Sanderson and Others v. CIR. 
LL) pom v. Jefferson (C.A.); Minister of 

Revenue o. Anaconda American Brass Ltd 

inal Hood Barrs oe CIR. (C.S8.); CLR. v. 

id C. MacDonald & Co (C.8.); CIR v. David 


Melntosh, as Curator Boms for Stanley ` Mouer 


McMullan (C.S.); CIR v. Barr (Henry and Galt) 
(C.S); Aitken v. Aitken and CIR (C.S.). The 
index of cases and subject-matter for the volume 
will be published shortly, after which the volume 
may be bound. 


The annual subscription to the Annotated Tax ` 


Cases is 38s post free, the publishers being Gee & Co 
oe Ltd, 27-28 Basinghall Street, London, 
2. 
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` 
Our. Weekly Problem 


No. 122: THE PULL OF DISTINGUISHED SPEAKERS 
The annual dinner of the String Pullers’ Association 
was always a success owing to the distinguished 
speaker whom everyone wished to hear. Charles 
Sidate persuaded the committee tô charge 2s 6d for 
new members but to admit old members at a cost of 


328 

Why didn’t you charge everyone 16s? asked Mr 
Sidate. 

‘Because,’ said Charles, ‘by my method we gained 
half a guinea which went towards the cost of sending 
out the invitations.’ 

The room, which was well filled, held a maximum 
of 100. 

How many new members attended? 

The answer will be published next week. 


ANSWER TO No. 121: GREEN, AMBER, RED 
The periods of the three lights can be expressed: 
sy aly 534 
xy 3 
xX YX BAX ZIX4IX $3 
80 Zéi Y= 53, Sr 2X31=62 
The periods against Charles and Rosemary are, therefore: 
41 —3I1= 10 seconds 
52-4112 ” 
62—53=9 ” 


_ SEVENTY- FIVE YEARS AGO 


From Whe Accountant or JUNE 11TH, 1881 
Extract from leading article entitled 
PROSPECTS OF BANKRUPTCY LEGISLATION 

Now that Parliament is settling down after its 
Whitsuntide holidays, the question may be asked, 
what are the prospects of legislation in the direction 
of Bankruptcy Reform this Session? The President of 
the Board of Trade must have plenty of materials to 
hand: what are the chances that he will be able to 
utilise them before the close of the Session? ‘That 
Mr. Chamberlain is anxious to pass his Bill there 
can be no doubt, but it is a little remarkable that the 
right hon. gentleman’s Birmingham speech on 
Tuesday contained no reference to what is undoubt- 
edly the most pa Bakar of his undertakings. The 
Government, too, 1s pledged to an effort in the direc- 
tion of remedying weg has been paraded as a crying 
scandal for the last six years. There can, indeed, be 
no doubt either as to the sincerity of the Government 
in this respect, or as to the earnest desire of Mr. 
Chamberlain to be handed down to posterity as a 
Bankruptcy reformer; but is the state of public bus- 
iness such as to render it probable that a measure of 
this importance can be properly discussed? 
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Leading Articles Page i 
'The Finance Bill: Second SECOND THOUGHTS ON CLAUSE 9 
Thoughts on Clause 9 669 
National Accounting 671 LAUSE 9 of the Finance Bill is to be altered. ‘The CHAN- 

Special Articles . CELLOR OF THE EXCHEQUER made this announcement during 
acd SE, ESCH the debate in the Committee Stage on a back-bencher’s 
Standard Contne proposed amendment to the clause. The Government amendments 
by R. G. H. Nelson, have yet to be finally settled; they will be put forward on the 
ASAA., A.C.W.A., 674 Report Stage. 

Weekly Notes As we have said, clause 9 and the Second Schedule set up a new 
New President of The Insti- 


code of taxation on the emoluments of offices and employments, 
but the topic on which Mr MACMILLAN has had second thoughts 
ig a comparatively narrow one. It stems from the House of Lords’ 
decision, adverse to the Revenue, in Harvey v. Breyfogle in 1953.1 
Mr BrEYFOGLE, an American citizen domiciled in the United 
States, was manager of a London branch of a New York bank. 
The bank’s head office was in New York, where the contract of 


Nem ye 


mr 


Finance and Commerce 679 employment had been made, and the remuneration was paid into 
Mr BreyFOGLE’s account there. He had a house in England which 
he lived in and as might be expectéd he carried out his duties 
mainly in London, but he visited New York both on business and 


on holiday. 


The Accountant Annual 

Awards for Company 

Reports and Accounts 
Presentation of the 1956 
Awards by the Lord Mayor 


of London Dër The Revenue attempted to assess him under Schedule E on the 

Correspondence | whole of his remuneration, but the then state of the case law 
The Budget and Inflation — was such that every tribunal which heard the case, from the 
Interest on Arrears of ‘Tax’— ; ee . 
Co-ordination — Our Weekly Special Commissioners to the House of Lords, held that his 
Problem No. 118 “689 E 


employment was a foreign possession in respect of which he was 
assessable only on such part of his remuneration as he those to 
bring to the United Kingdom. 


- The Institute of Chartered 
Accountants in England 


and Wales Ge , 
Special and Ordinary Meet- In 1955 the Royal Commission on the Taxation of Profits and 
ings of the Council 6go Income, after four years’ deliberations, reported that in their view 
Members’ Libraries 695 


the place in which the work is done is much the most important 
single test of the locality of an employment. All the other elements 
were capable of fairly simple manipulation for tax purposes. 
Moreover, the point of using a remittance basis for a resident’s 
income from foreign employment was that he would need to keep 
money abroad for the expenses of working and living there. The 
Commission recommended the enactment of a statutory’ rule to 


The Institute of Municipal 
Treasurers and Account- 
ants 
Seventy-first Annual Con- 
ference 696 
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the effect that 
(a) the income arising from an employment performed wholly 
abroad is income from a foreign possession; and 
(b) the income arising from an employment performed wholly 
in the United Kingdom cannot be a foreign possession. 
It also recommended a saving qualification to the effect that work 
is not the less to be treated as performed only in one country 


132 A.T.C. 127; 34 T.C. 138. 
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because certain merely incidental duties such as 
returning for report, to collect samples, etc., are 
carried out in another. 

This recommendation, which would bring 
British law into line with the law of most other 
countries on this aspect of taxation, and also 
with most double taxation agreements, aroused 
no great outcry when the report was published. 
Indeed, it appealed to the Government as being 
a logical step and was accordingly included in 
this year’s Finance Bill, in clause 9, although so 
many other recommendations in that report are 
still awaiting consideration. 

As soon as the Bill was published the change 
was the subject of vigorous attack from a small 
but very vocal minority. When clause o came up 
for debate on the Committee Stage, an amend- 
ment was moved with the object of excluding 
any person who was neither domiciled in the 
United Kingdom; nor a British subject nor a 
citizen of the Republic of Ireland. The fact that 
Canadians and citizens of other Commonwealth 
countries were also British subjects was appar- 
ently overlooked by the draftsman of the 
amendment, as it was intended to exclude them 
too if they were not domiciled here. The 
proposer said that unless the clause were 
amended in this way it would be unfair to 
such people, and that moreover it would induce 
North American undertakings, having their 
European headquarters in the United Kingdom, 
to movg those headquarteres to the Continent. 
An opposer of the amendment pointed out that 
under the clause as originally drafted citizens 
of, say, the United States, working in the United 
Kingdom, would be treated in precisely the 
same way as their fellow citizens in their own 
country, and as British citizens are treated in the 
United States. To adopt the amendment was to 
make special concessions to foreign enterprises 
not enjoyed by home enterprises. Moreover, the 
persons concerned would escape tax altogether on 
such part of their remuneration as was not 
remitted from the United States. He argued that 
it was unlikely that a foreign undertaking 
would take such a drastic step as removing to the 
Continent simply because some of its executives 
thought they were too highly taxed. In any case 
they would probably have to pay the taxes of the 
other European country to which they went. 

Replying, the CHANCELLOR accepted the argu- 


d 

ment of the proposer of the amendment that. 
expediency should outweigh logic and principle. 
He said he proposed to bring forward on Report. P, 
amendments which would: have the general effect 
of restoring the existing posttion for persons 
domiciled overseas who work in the United 
Kingdom for overseas employers. If they had 
previously been taxed on the remittance basis 
they would continue to be liable on that basis 
and not on their full pay. This change of front . 
by the CHANCELLOR provoked some scathing 
comments from the Opposition. Mr Jay suggested 
that the CHANCELLOR had not really known what 
he had put in the Finance Bill, that he had not 
read the documents placed before him, or at any 
rate had not understood them. l 

On the debate on clause 10 a member pointed 
out what he called an anomaly and his amend- 
ment to put the clause right was agreed to. 
Clause 10 provides that if a person works full 
time in an office or employment outside the 
United Kingdom, then the fact that he has a 
place of abode available for his use in the United 
Kingdom is not to be taken into account in 
deciding whether or not he is resident here. 
This clause was intended for the benefit of 
United Kingdom residents who take employment 
abroad but leave their families here. It was a 
condition of the clause that the individual must 
be resident or ordinarily resident here immedi- 
ately before taking the employment. This con- 
dition has now been deleted. Accepting the - 
amendment, the FINANCIAL SECRETARY TO,THE ` 
TREASURY gave as an example the case of-an 
Australian who took employment in the Middle 
East and at the same time established his (¢ 
family in the United Kingdom. 

A further point was taken on clause ro, 
namely, that it ought to be extended to persons 
entering into partnership abroad. The FINANCIAL 
SECRETARY promised to look into this point in 
time for any necessary amendment to be brought 
in at the Report Stage. 

On Tuesday, the CHANCELLOR anounced 
some extensions to the retirement benefit pro- » 
posals. The maximum premium is to be £750 
instead of £500, the 10 per cent limit is to rise to 
15 per cent for certain older taxpayers, and people 
with more than one source of earnings are to have 
greater opportunities of obtaining relief. We hope ` 
to deal with these changes next week. 
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NATIONAL ACCOUNTING 


HERE is a growing body of opinion that 
the best wey of approaching the subject of 
economics is through a study of the social 
accounts. This view will be greatly strengthened 
by the publication on Friday of last week of 
National Income Statistics: Sources and Methods. 

This book, produced by the Central Statistical 
Office, is a detailed explanation of the sources 
and methods used for the official national income 
, statistics of the United Kingdom. But it provides 
far more than an unconventional introduction 
to economics. The economic situation at any one 
, time, and changes in the situation over a period 
-of time, are best illustrated by the social accounts. 
Ever since these became sufficiently compre- 
hensive to warrant the publication of an annual 
Blue Book, they have been so used with great 
success. But their very success in this respect has 
made it all the more necessary that the concepts 
used should be properly understood, the degree 
_ of reliability which can be placed on the statistics 
fully appreciated, and the relationships between 
the many elements which go to make up the 
social accounts clearly grasped. National Income 
Statistics explains these points extremely well. 
At the same time it must be admitted that it is 
not always an easy book. 

‘The national income is a measure of the mone- 
tary value of goods and services which arise from 
‘ economic activity. It is, equally, the sum of 
incomes derived from economic activity, the total 
of the products of the industries, service trades 
' and professions of the country, and the sum total 
of expenditures. Each of these concepts provides 
useful cross-checks on the other two, and each 
illustrates a different set of economic indicators. 
The analysis of national income statistics is not, 
however, confined to the sub-division of the 
national totals into the various forms of income, 
product or expenditure. It includes the compila- 
tion of accounts of particular groups or sectors 
of the economy, and it analyses the transactions 
between these sectors. The sectors distinguished 
consist of persons, corporate enterprises, public 
authorities, and those economic units outside 
Britain with which the others have dealings. 
Their economic activities can be expressed in 


1H.M.S.O. 25s. 


various types of accounts. Trading accounts 
record current production, sales and costs; in- ` 
come and expenditure or appropriation accounts 
record disposal of income, and capital accounts 
show the use of savings. Hence the term ‘social 
accounts’ applied to this kind of analysis. 

The greater part of the statistical structure 1s 
built on three major sources of information. ‘The 
first of these is the annual census of production 
supplemented by less frequent censuses of dis- 


tribution. From the former can be derived the 


value of net industrial output, some information 
on the wage and salary bill, the amount of fixed 
investment and the value of stock changes. 


These two pieces of information are now being 


strengthened by special inquiries. The second is 
the information received by the Inland Revenue 
from tax assessments, This is specially impostant 
for the light it throws upon the incomes of com- 
panies and self-employed persons. In completing 
the census of production and tax returns, firms 
use their own accounting year (only 50 per cent 
of companies close their books in the final 
quarter of the calendar year) and this necessitates 
some statistical adjustments since the social 
accounts use a calendar year. 

Although the national income statistics for 
1955 are now being completed, the latest year for 
which profit assessments are completely available 
ig-1953. It is of interest to learn that later figures 
are obtained by a special inquiry. In January, 
the Inland Revenue asks traders whose profits are 
likely to exceed {10,000 to forecast their profits 
in advance of the submigsion of their accounts. 

Finally, there is the corpus of Central Govern- 
ment accounts; the impact on the economy of 
these is both great and widespread. The form of 
Government accounts, which was the subject 
of the Crick Report of a few years ago, 1s 
partly determined by the needs of Parliamentary 
control. The information they yield ‘has to be con- 
siderably adjusted for national income purposes. 

Accounting accuracy is not possible in this 
type of analysis but one important feature of this 
new book is the rough assessment of the degree 
of reliability of the figures. The total gross 
national product for the latest year is thought to 
be correct within 3 per cent. 
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AUDITORS’ REMUNERATION 


by J. N. POLLARD, A.S.A.A. 


relating to the appointment and the 

remuneration of auditors served as a 
statutory reminder that the auditor is account- 
able only to the members. Section 132 stated that 
every company shall at each annual general meet- 
ing appoint auditors to hold office until the next 
annual general meeting, and that, subject to 
certain exceptions, the remuneration of the 
auditors must be fixed by the company in general 
meeting. In other-words, the auditor was to look 
to the members, not only for his appointment, 
but also for the fixing of his fee. 

The underlying motive is clear, and emphasizes 
the fiduciary position of the auditor, who must 
not be unduly influenced by the personal views 
of the directors when reporting to the members. 
The, provision regarding remuneration is com- 
plementary to that regarding appointment. The 
fact that members have made the appointment 
is not of itself sufficient, since the auditor may be 
either induced to accept a larger fee than is 
warranted (with the object, perhaps, of perpe- 
trating collusion) or offered a relatively small 
amount (to encourage his resignation). The 1929 
Act, in providing that the members must also fix 
the remuneration, intended, no doubt, to negative 
any such possibilities. 


T HE provisions of the Companies Act, 1929, 


7 The 1948 Act ~~ 
The angount of the remuneration, however, 
may not have been determinable at the date of 
the annual general meeting, and the calling of a 
further meeting to fix the audit fee could hardly 
be justified. For this and other reasons of ex- 
pediency, companies placed a “wide interpretation 
on Section 132 by passing resolutions to: reappoint 
auditors at fees‘to be subsequently agreed - -with 
the! directors. ‘The irregularity was, retoghized by 
the: :Cohen: Committee ‘in AS report omicompany 
law,.amendmentyand: the legislation! was reviséd 
to substantiate! cutrent practice Section II 59+ (7) 
of. the (Companies: Act; 11948, lays: down that. the 
mauneration of, the. auditors, including expenses, 
must be fixed by the company it in 3 ‘meeting 
or i Stich manner as the company iñ general’ meeting 
= Haer, A provisos tope GEN att döf 
the'Eighth Schedule Which: states'that whe fe the 
auditors” ‘reniineration AN not- ‘fixed Pei ‘thé! cor- 
pany win’ general? faéeting: it must “bel‘shown 
separately in the profit<and:logs accountss1109 sd 


Fix or Disclose? 


It would appear that the issue is now more 
obscure. Whereas the earlier enactment confined 
its provision to the fixing of remuneration, the 
1948 Act permits the amount to be fixed by, or 
disclosed to, the members. The original intention 
was that the members should make the appoint- 
ment, and actually fix—not merely have know- 
ledge of ~ the amount of remuneration. While the 
members can, and do, appoint auditors, they are 
surely in no position to settle the audit fee, which 
usually emanates from the auditor himself. The 
word ‘fix’ would not seem appropriate and might 
well be replaced by ‘agree’. Indeed, the legis- 
lators could have abandoned altogether the notion 
of members fixing remuneration, and provided 
for disclosure only. As it is, we are left with a 
combination of the two. 


Anomalies 


It might be contested that fixing the fee is not 
to be literally interpreted and in practice is tanta- 
mount to nothing more than disclosing the fee. 
That being so, why grant an option as to the 
place of disclosure? Indiscriminate use of such a 
choice could result in a ludicrous, but quite legal 
presentation, particularly in group accounts. The 
consolidated profit and loss account of a large 
group, :whére all but one small compny has 
fixed the audit fee in general meeting, could show 
a profit of, :say,-.£2,;million,- after deducting 
auditors’ remuneration of, ‘twenty. guineas! Of 
course, such.a situation would. exist from a legal 
aspéct « only. Again, consider a non-trading public 
company owning ‘all the sharés in several private 
operating companies. Assuming the only personal 
shareholdérs’in' the subsidiaries to'be directors’of 
the Holding: compariy, it ‘is: possible that the real 
owners of the? business — ‘the: members: of -the 
holding *company: `. would enever !: know«.the 
auditors} remuneration lapplicable:to: thexgroup; 
The. £948 Act .does-’stipulate, that, „with ‘certain 


‘exceptions, - consolidated, accounts ; must; comply, 


with Che requirements a the Act. as Ss SC we 
the accounts ¢ of an actual ¢ company, PECH l MON gt 
appear to. confirm tha that the only, peel di scl orure 
ECE sary is an agi Seck GF Delt $ déit ot fixed 
in general ihéeting. "Where g group. audit fees shown 
in profit statements’ for Wa dr imore years’ deiot 


compare favourably, one could be ,excused. for 


auf e ee yan 
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d 
harbouring uncertainties as to the entirety of the 
figures. 
Collusion with Directors 

e «Generally, disclosure of the remuneration is 
desirable, although a" case could be forwarded 
against it. An auditor would surrender his inde- 
pendence if he were to accept bribes. On the 
other hand, an over-zealous auditor may be 
offered so little that he is compelled to resign. 
The members would be unaware of either of 
these circumstances, but it is doubtful whether 
disclosure of the audit fee would really serve as 
a pointer to the facts. In the rare instance of wilful 
fraud being perpetrated by the auditor in collu- 
sion with the management, could not thé mal- 
feasance extend to the publicizing of a fictitious 
audit fee? Other sections of the 1948 Act are more 
- effective in this connection. Auditors of com- 
panies (other than exempt private companies) 
must be members of accountancy bodies recog- 
nized by the Board of Trade, or otherwise obtain 
authority of the Board to act. The provisions of 
the 1929 Act for placing the appointment of 
auditors in the hands of members have been 


strengthened. 


Definition of Auditors’ Remuneration 


Section 159 (7) of the 1948 Act does not define re- 
muneration of the auditors, except to provide that 
‘any sums paid by the company in respect of the 
auditors’ expenses shall be deemed to be included 
in the expression “remuneration” ’. 
Part 1 of the Eighth Schedule is similarly worded. 
The implication is that possible inducements to 
auditors could take the form of expense payments, 
and to cover this contingency such payments are 
to form part of the remuneration disclosed in the 
profit and loss account, so far as they are not 
‘fixed by the company in general meeting. The 
desired object is not achieved, however, since — 
although expenses must be specifically included — 
the remuneration itself remains undefined. A 
reasonable interpretation of ‘auditors’ remunera- 
tion’ might be those amounts paid only in respect 
of audit. work carried out, excluding fees for 
advisory, secretarial, etc., services. This view is 
confirmed by the following recommendation 
issued by the Council of 'The Institute of Char- 
tered Accountants in England and Wales: 

‘The remuneration fixed by the members in 
general meeting (or disclosed in the accounts when 
otherwise fixed) should be limited to or specified 
separately as the remuneration for the auditor’s 
duties under the Act. The fees for other profes- 

`.. gional services should be treated as a general 
expense of the business. This will in future necessi- 
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tate the segregation of the audit remuneration from 

fees for other services.’ 

Fees other than those in connection with audit 
work could therefore absorb any payments of an 
illegal nature, and one of the purpgses of separate 
disclosure is consequently defeated. A remedy 
might be to show all sums paid to auditors how- 
soever earned, but such a suggestion is impractic- 
able, if only on the grounds of.the vitiation of 
comparisons. 


Forced Retirement 


The circumstances in which an auditor is forced 
to retire seem to be covered, not by any pro- 
vision relating to auditors’ remuneration, but 
by the protective Section 160. ‘This section most 
comprehensively lays down the manner in which 
a retiring auditor can make representations to the 
members, and allows disclosure of facts pertaining 
to any irregularity, whether or not they concern 
remuneration. Thus, subsection (2) ensures that 
the auditor is made aware of his impending dis- 
missal by providing that he must receive a gopy 
of the requisite special notice. An aggrieved 
auditor can then make written representations to 
the company, requesting their notification to the 
members. In that event, the company must, 
under subsection (3), send a copy of the repre- 
sentations to every member to whom notice of 
the annual general meeting is sent. If this is not 
done, the auditors may (without prejudice to his 
right to be heard orally under Section 162) 
require that the representations shall be read 
out at the annual general meeting. 

The 1948 Act has no doubt strengthened the 
auditors’ independence by its provisyons for 
appointment and retirement, and these are of 
paramount importance. Disclosure of remunera- 
tion may, or may not, have achieved the same 
object, but the law in its present form can give 
rise to practical ambiguities. These might have 
been avoided by statutory adoption of either 
(a) disclosure of auditors’ remuneration in the 
accounts, whether or not it is fixed in general 
meeting; or (b) no provision for disclosure at all, 
since (i) the amount would be estimated; and 
(ii) more fundamental safeguards are provided 
elsewhere in the Act. 

To effect a change now, whereby remuneration 
need not be disclosed at all, might be considered 
a retrograde step, however justifiable. The first 
alternative is, perhaps, the more preferable, and 
-to the credit of our profession ~ it can be noted - 
that auditors’ remuneration is invariably disclosed, ` 
despite the absence in some cases, of any legal 
necessity. 
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STANDARD COSTING | 
IS IT REALLY WORTH WHILE? 


Value of Variance Analysis 


HE technique of variance analysis is not 

new. Twenty years ago, as an articled clerk, 

I used to ‘go through’ our clients’ annual 
accounts by extracting a series of differences 
between the items in the current year’s profit and 
loss account and those of the previous period. 
The client would then give an explanation for 
each difference, and we would discuss how it 
arose and what, if anything, ought to be done 
about it. j 

A refinement which gave recognition to the 
fact that some expenses varied with production 
was the replacement of actual figures by percent- 
age% calculated on turnover; and sometimes the 
whole procedure could be short-circuited by 
ensuring merely that there was no appreciable 
change in the gross profit percentage between 
the periods. 

Over tea and home-made cakes (it was a 
country practice) we would ask: ‘And how do 
you think things are going this year, Mr Jones?’ 
and our client’s answer would later be jotted 
down for use in next year’s survey; a rudimentary 
budget. A different type of comparison of actual 
figures against estimates was exemplified by a 
north-country family business, where the senior 
partner eontinued until quite recently (as he had 
done for fifty years past) to jot down daily in 
his pocket book the figures of sales and cash 
outgoings. From this he would deduce the firm’s 
profit; and each year his accountant would spend 
weeks of research in éxplaining why this figure 
did not agree with the final profit and loss 
account. 

No set of figures can be given significance 
unless it can be related to some standard of 
comparison. The significance will vary according 
to the standard used; so that in general the most 
satisfactory standard is the standard of what 
ought to be, such as a budget or profit plan. 

In businesses using such preliminary cost and 
profit estimates, it will be found that the figure 
of anticipated profit is that most firmly fixed in 
the minds of senior management; statements of 
actual cost often have no power to eliminate this 
preoccupation with planned results until the 
production of a variance analysis. 


_ by R. G. H. NELSON, A.S.A.A., A.C.W.A. 


Need for Control of Costs 


The figures in which management are interested 
are those that answer the questions ‘Why have 
we not made as much profit as we said we should?’ 
‘Why have you allowed overheads to exceed the 
budget?’ and, on the financial side which is not our 
immediate concern, “Where has the money gone?’ 

For this reason one finds a cost analysis 
function growing up separately from the function 
of cost collection. The danger here is that in a 
large organization the analysis of costs may be so 
far removed in time and space from the original 
incursion of those costs as to minimize the 
element of cost control. At this stage, therefore, 
one finds a great deal of effort being expended 
in establishing budgets; in assembling actual 
costs and reconciling them with the financial 
books, and in endeavouring to explain retrospec- 
tively why the collected costs differ from budget 
in total and in detail. | 

Standard costing both eliminates part of the 
work of cost collection and, at the same time, 
puts back control where it belongs—at the 
source of expenditure. This it does by analysing 
every original entry to which the scheme applies 
into its standard and variance constituents. Al] 
variances are thus segregated once and for all; 
whatever secondary entries are made in the books 
will be at standard amount. 

The complaint is often made that standard 
costing cannot be considered until there is a 
change of attitude on the part of management — 
until management can be educated to understand 
a statement of standards and variances instead 
of actual costs. I believe this to be untrue. 
Management already thinks in terms of standards 
and variances; it is more often the accountant 
who is loath to abandon his familiar procedures. 


Use and Ascertainment of Actual Costs 
Nevertheless, there is an understandable reluc- 
tance to relinquish ‘actual’ costs, mainly because 
the allocation of variance accounts between costs 
of sales and inventory balances may present 
difficulty and because a product cost arrived at 
by adding to standard cost an apportionment. of 
bulk variances will probably differ from a 
‘built-up’ cost of the same item, 
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For example, where a large number of different 
, materials enter a variety of products, it may not 
be worth while,-in establishing current product 


“| costs, to break down each product into its con- 


stituent- materials and apply a separate: price 
variance to each.*Instead, materials could perhaps 
be grouped into broad Categorie, and only 
! group variances calculated. 

The overall effect in product costs would be 


‘the same in the long run as under the more 


_ detailed method; but as not every product would 
contain the same detailed mix of materials, the 
‘individual product costs under such a method 
would differ from those obtained either under 

ithe former method or under an actual costing 


' system. 
Even when product costs are , significant it is 


, | possible for the ‘actual’ cost arrived at by variance 


' allocation to be more useful than a built-up cost 
' for the very reason that arbitrary fluctuations of 
| detail are given less emphasis. 
ı In fact, there is no such thing as an absolute 

“actual’ cost. From the moment labour is first 
! applied to the original raw material, a series of 
| Cost assumptions is made — regarding lost time 
‘and overtime, bulk freight charges, fixed over- 
, heads, administration expenses, depreciation of 
| plant, and a host of other items. 
' Cost accountancy is based on accounting 
| conventions accepted because in practice they 
give intelligible results. These conventions are 
| implicit in the interpretation of any cost state- 
iment and different conventions will apply to 
|césts drawn out for different purposes. In 
| quoting a cost-plus selling price, for example, 
‘the costs drawn out must be related to the input 
of the contract period. 

On the other hand, when the lower limit of 

| free retail prices is considered, the figures of 
, cost may take into account current or estimated 
future input. Again, when comparing the profit- 
‘ability of different projects one may be able to 
"use marginal costs oe 


Standard Costing Not Always Indicated 


| Every figure of cost is valid only in its own 
‘context and for the purpose for which it was 


: prepared. There is no reason why satisfactory 
1 conventions relating to the absorption of variances 


: cannot be worked out; alternatively, dual records 
.may be kept showing standard costs alongside 
| actual costs in the books of account, 
The latter method can easily be applied to 
‘simple, small-scale operations, but in general the 
, burden of double recording will not be justified 
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by the greater peace of mind of the book-keeper - 
which is its main advantage. Where the accounts 
office is sufficiently small for dual records to be 
practicable, it is likely that variance. informa- 
tion would in any case be available sufficiently 
easily (probably by mere inspection of the ' 
records) without the introduction of ae 
costing. 

There are some organizations where any 
predictable variance over some field of the cost 
structure is so small as to be negligible. Wage 
rates, for example, may be substantially constant 
apart from any general wage award; or in 
assembly operations the average material usage 
per unit may be almost invariable. There is no 
advantage in costing such factors at standard 
and wasting clerical effort on microscopic 
variances; they may be costed at actual, leaving 
the standard costing technique for aspects where 


“early warning of variances can be of value in 


controlling cost.. 

- Similarly, in jobbing work it may ee 
that each order is the subject of a special standards 
structure, which will often be determined as the 
work goes op to the floor. Control of cost in such 
cases will be concurrent with cost incursion, and 
no advantage would be obtained by repeating 
these once-for-all standards in the books. 


Efficiency in the Accounts Department 


The information produced by standard costing 
can be made available under an ‘actual’ system 
by processes of cost analysis. The advantages of 
standard costing are that it produces this informa- 
tion mm time for control to be exescised on- 
prospective variances and as a routine, so that 
the chain of explanation: will at all times be 
complete. 

The system could justify itself, therefore, even 
if. there were no savittg overall in accounts 
department staff, or even if a slight increase in 
staff were involved. 

The actual effect on staff establishment will 
depend on the facts of each individual case. In 
general, the greatest saving is in the region of 
cost collection, since there will be no periodic 
build-up of actual costs; and if thi§ task occupies 
a relatively large number of staff, then the savings 
resulting from standard costing will be corre- 
spondingly large. I- know of one case, indeed, 
where a system. of actual costing had broken 
down because-of sheer volume of work on multi- 
part assembly and sub- -assembly costing. ‘The 
installation of standard costing was not merely 
helpful but an absolute essential to the ‘clearance 
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of the work-in SES inventory in an econo- 
mical manner. 

Against such savings must be set the additional 
work of isolating and posting variances and of 
preparing ‘actyal’ costs studies when required. 
-© There will also be the task of establishing 
standards and keeping them up to date; but this, 
as indicated below, should not involve a great 
deal of work between the dates of major review. 

Whether or not the introduction of standard 
costing results in a reduction in number of the 
members of the accounts department, it will 
involve a transfer from routine clerical work to 
the more responsible task of cost criticism and 
so will lead to a BEE? higher level of achieve- 
ment. 

Concurrently with staff savings, there can often 
be an improvement in the speed of presenting 
management information; but the two matters 
are closely connected, and the mix of staff and 
time-saving will vary according to the circum- 
stances of individual organizations. 


Establishment of EEN 


The initial establishment of standards will un- 
doubtedly be a prolonged operation, but once 
the standards are established it would be most 
undesirable to make frequent changes. An annual 
review will probably be normal — equivalent to 
the budget review that would in any case be 
necessary: during the year it should be a principle 
that no changes in standard are.made unless 
dictated by major changes such as a general wage 
award, a substantial and unavoidable permanent 
increase gn material cost, or a change in eas 
tion policy. 

Minor changes of a permanent nature can be 
incorporated into the system as revision variances, 
but whether this or any other form of detailed 
variance analysis is necessary will depend on 
management requirements and, primarily, on the 
significance of the variances concerned. Changing 
standards too frequently will invalidate compari- 
sons between one period and another and will 
also necessitate double variance analysis when the 
original standard represented the profit plant for 
the year. In addition, any change of standard 
will involve the re-evaluation of the work-in- 
progress inventory. 

The profit plan basis for standards is most 
desirable because then the standards will repre- 
sent a target which can be and must be attained, 
and any variance can be taken automatically as 
controllable, that is to say, as attributable to some 
form of inefficiency demanding immediate cor- 
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rective action. The existence of such EE 
thus provides an incentive to junior management 
(who will have shared in the responsibility for 
their establishment) and the movement of the. 
variance accounts will give a clear picture of the 
progress made towards achievement of the plan. 

Ideal standards, or standards including a con- 
siderable task element, have limited practical use. 
If one sets the ideal standard attainable at 100 per 
cent efficiency then one will expect variances 


even before work has commenced, and any 


warning impact of actually revealed variances will 
be softened or nullified. Shop-floor. manage- 
ment, against whom such variances are being 
reported, will suffer from permanent frustration 
at their inability to meet such standards or will 
reject the figures as meaningless. A factory working 
at go per cent efficiency is very efficient; ‘and to 


attempt to achieve the remaining Io per cent 


would be like trying to smoke the last tip of a 
cigarette. 
Standard Costing Justified 


To summarize, standard costing is a means of 
providing in a routine manner the answers to 
those questions of cost that are of greatest 
interest to management, and which, under any 
other system, involve research after the event. 
It gives warning of variations from the profit 
plan at the time of their occurrence, and so aids 
cost control. 

In providing this information, standard costing 

dispenses with the mass of cost recording which 
is concerned only with movements within the 
targetted plan, and so makes the accounts office 
more efficient. It may be noted in passing that 
the existence of standard records is of great value 
in facilitating punched-card and electronic mech- 
anization. 
- The counter argument of the gesi for re- 
education I believe to spring only from lack of 
knowledge in the accounts department itself. The 
argument that actual cost figures will be lost 
imputes superior validity to build-up cost con- 
ventions over those available to standard costing, 
and this, in my opinion, is erroneous. 

Particularly in days of ‘credit squeeze’ and 
growing competition, standard costing is essential 
to industrial control and to the most effective use 
of the skilled clerical labour at present wasted ` 
in thousands in cost offices throughout the 
country. 

I look forward to seeing standard costing be- 
come normal industrial practice, and build-up 
costing the occasional, though necessary, ex- 
ception. | 
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WEEKLY NOTES. 


_N ew eg of The Institute of Municipal 
Treasurers and Accountants 


Mr Ernest Sinnott F.1.M.T.A., F.S.4.A., Chief Account- 
ant of the South Eastern Electricity Board, was 
invested as President of The Institute of Municipal 
‘Treasurers and Accountants yesterday, during the 
Institute’s annual conference~the proceedings of 
which are reported elsewhere in this issue. 

Mr Ernest Sinnott began his career in the City 
Treasurer’s department, Salford, in 1924, and subse- 
quently served in the treasurers’ departments at 
Chester, Warrington and Middleton. He took first 
place in the Final examination of The Institute of 
Municipal Treasurers and Accountants in 1932, when 
he was admitted to membership. He gained honours 
in the Final examination of THe Society of Incor- 


` porated Accountants in 1935, being admitted to 


membership of the Society in 1936. 

In 1935 he became deputy borough accountant of 
Worthing until the death of his chief in 1937, when 
he became borough accountant at the early age of 28. 

On the nationalization of the electricity industry in 
1948 he was appointed to his present position as chief 
accountant to the South Eastern Electricity Board. 
In this same year he made history by becoming the 
first public authority officer to be elected to the 
Council of the Institute. He has now become the 
first public authority officer to be President. 

The new Vice-President is Mr W. O. Atkinson, 
M.B.E., F.I.M.T.A., County Treasurer, Middlesex. 


Intention to Reconstruct or to Occupy 


Every company, which is a landlord of any shop or 
comercial property, should heed the warning 
afforded by the recent decision in Betty’s Cafés Ltd 
v. Phillips Furnishing Stores Ltd (The Times, May 
8th, 1956). 

Under Section 30 (1) (f) and (g), of the Landlord 
and Tenant Act, 1954, the company, as landlords, 
would be entitled to defeat the tenant’s claim for a 


_ new tenancy on the ground of proposed demolition or 


D 


reconstruction or proposed occupation by the 
company itself. 

But there are a number of. pitfalls in the way of a 
company where any such defence is to be raised. 
The case mentioned decides that the company’s 
intention to demolish and reconstruct or occupy, as 
the case might be, must be formed not later than the 
date when the company serves a counter-notice 
opposing the tenant’s request for a new tenancy; or, 
one might add, where the company, as landlords, 
takes the initial step, not later than the date of the 
service of notice of termination of the tenancy. 

The intention, moreover, must be a firm and 
settled one. It must not be conditional, as, for instance, 
conditional on obtaining possession. 

A company, however, Ee an inanimate person, 
can only form an intention SCH some overt act. In 


other words, there must be a resolution passed, and 
that resolution must be evidenced by a minute. 
Generally the directors will haves the necessary 
powers under the articles to pass such a resolution; if 
not, the resolution must be passed by the members 
in general meeting. What companies must accordingly 
bear in mind in such cases is to pass the necessary 
resolution, and to pass it in good time. 


T.U.C. on Office Automation 


The Trades Union Congress has issued a report on 
automation in non-manual work. It has been pre- 
pared by the Non-manual Workers’ Advisory Council 
Executive Committee. The attitude of the report is 
broadminded, not to say enlightened. At one point 
the report says, ‘a much superior service to the whole 
community would be performed, especially in rela- 
tion to fixed income groups, if the gains from automa- 
tion could be used to reduce consumer prices’. It is 
possible to see in this the attitude of a group of 
representatives from workers whose salaries are less 
responsive to rising prices than are those of wage- 
earners. 

The report stresses that mechanization of offices 
must not proceed too quickly for industrial relations 
machinery to cope with the problems involved, but 
it also admits that mechanization could increase too 
slowly, thus jeopardizing competitive power and 
security of Bis lake The fact is that under 
conditions as they are today, even allowing for the. 
high cost of clerical salaries, the comparative flexi- 
bility of clerical staff and the number of employment 
opportunities open to them create a situation where 
redundancy through mechanization is rarely a prob- 
lem. Although most companies selling labour-saving 
office equipment stress that their machings are an 
aid to, not asubstitute for, clerks, the fact is that there 
is much less emotion stirred by the word ‘redundancy’ 
in the office than there is on the shop floor. 


Trouble with Incentives 


A survey of over 200 industrial disputes at the Ardeer 
explosives factory of I.C.I. has shown that half of 
them were concerned with payment by results. The 
figures were published in the June issue of Business. 
It appears that a significant percentage was also 
caused by disputes over wage differentials and with 
promotion and redundancy. On me other hand, 
labour relations are good. 

These results are interesting. On the one hand, 
they bear out one of the criticisms which have for 
long been made about incentive schemes, namely, 
that they give rise to a fairly large number of disputes 
which involve time and a good deal of attention from 
personnel officials. On the other hand, the disputes 
although time-consuming are not the game thing as 
strikes. It is apparent that incentive schemes create 
a great deal of argument which cost time aid money 
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but they also provide a safety valve and they give the 
factory, or whatever the unit may be, an opportunity 
to discuss its internal management-labour relations 
against a realistic background. The men are arguing 
for something which: directly interests them without 
åt the same tithe showing any inclination to usurp 
the functions of management. 


Concealed Unemployment ? 


There seems to be quite a difference between the 
official statistics of employment (although these, go 
only as far as April) compared with the impression 
about the unemployment situation in some areas. 
According to the official figures for April, employ- 
ment was increasing (a seasonal upswing which is to 
be expected) while the percentage of unemployed 
remained during the spring at 1-1. True, the increase 
in employment has been more sluggish than at the 
same time in 1955 and the number of unfilled 
vacancies dropped by about 3 per cent, but the 
picture given ie the figures is one of very full 
employment. 

The figures show that the industries shedding 
workers have been mainly those in consumer goods. 
These is no doubt that many industries, among 
which cotton textiles and the radio industry have 
been outstanding, have shed fairly significant quan- 
tities of labour. In some cases, especially in textiles, 
the outflow of female labour has not been recorded 
completely in the official figures. Other industries 
have not replaced casual female labour, often working 
on part-time. Some concerns are holding grimly on 
to their key workers while allowing unskilled opera- 
tives to miove out. In such circumstances, it is to be 
expected that the official figures will lag behind the 
general employment situation. So far as they go, 
however, the Ministry of Labour statistics are 
reassuring in terms of total employment. A certain 
amount @f sporadic unemployment as labour shifts 
from one industry to another. is, of course, the 
natural consequences of a policy of deflation and 
within Ce signs of a shift of labour between 
industries so far in 1956 is to be welcomed. 


The Fuel Gap Again 


A report has been published this week by the Com- 
mission for Energy set up by the Organization for 
European Economic Co-operation some time ago. 
Its conclusions are very similar to those which have 
been reached by a number of authorities in discussing 
the fuel problems of the United Kingdom. 

Western SE s demands for all forms of energy 
are rising quic Between 1955 and 1975 they are 
expected to increase from 730 million tons of coal 
equivalent to 1,200 million tons. This gives an annual 
rate of increase of about 8 per cent. At the same time 
the gap between potential demand and supply will 
continue to grow so that in twenty years from now 
Europe will need to spend nearly £1,800 million on 
coal and oil imports. The Commission estimates 
that in 1975 the production of primary energy in 
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Western Europe on the basis of existing SEN will 
be only about ago million tons of coal equivalent, 
excluding nuclear power, and this is only some 
63 per cent of what is required. The Commission - 
does not think that nuclear energy ‘will provide a 
large contribution to the supply ofenergy in Western 
Europe in the next twenty years. This contribution 
is not likely to exceed 80 million tons of coal equiva- 
lent by 1975 which is of the same order as one a 
increase in the demand for fuel. 

One consequence of the effort to close this gap 
will ber: in the opinion of the Commission, a rise in 
both oil and coal prices — a trend which has already 
begun. In consequence, an additional strain will be 
put on the balance of payments for the countries 
concerned. It appears also that a maximum effort 
must be made to develop domestic sources of power 
and to arrange for the movement of supplies of fuel 
or energy among the countries concerned in -much 
the same way as an effort has been made by some 
countries to develop mutual aid in imports and 
exports to avoid:an expenditure on dollars. The 
report urges an increased investment in coal. Even 
after 1975, although, in the Commission’s opinion, 
nuclear power will be increasingly freeing coal burnt 
in thermal power stations, it will still be needed in 
other uses where nuclear energy cannot replace it. 
The report estimates that in the next twenty years 
Western Europe will have to invest nearly £52,000 
million in developing energy resources. 


Hard Fibre Cordage and Monopoly 


Last week the Monopolies Commission issued a 
report on hard fibre cordage. It condemned the Hard 
Fibre Cordage Federation’s pricing system because, 
in the opinion of the Commission, it operates against 
the SEN interest. The report also recommends that 
the Federation’s arrangements for accounting dis- 
counts to listed dealers, for quantity rebates, for 
re-sale price maintenance and for exclusive dealing, 
should be brought to an end. It also criticizes the 
Federation’s control of the prices at which hard fibre 
cordage is imported from Eire and St Helena. No 
changes are recommended, however, in certain 
arrangements which affect exports. An agreement 
with the National Association of Rope and Twinė 
Merchants should come to an end and the Commis- 
sion stress that certain other arrangements are against 
public interest, including the control of prices of 
roping yarn, the prohibition on commission spinning 
for non-members of the Federation and the obliga- 
tion to charge delivery instead of ex-works prices 
for certain types of cordage. Certain pool and quota 
arrangements are also criticized. 

The Federation has made only an interim announce- 
ment on the report but stresses that the Commission’s 
findings emphasize the efficiency of the industry. 
The issue, of course, is on the degree.of efficiency and 
it is to arguments on this score to which the Federa- 
tion’s attention should be given if, -in due course, it 
makes a further public statement. 
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FINANCE AND COMMERCE 


~ Dull and sluggish conditions persist in the stock- 
` markets. Industrial untertainties, Wall Street’s weak- 
ness and the appreach of a big Treasury conversion 
operation provide the main doubts. 


Estate Duties Trust 


Lord Piercy, the chairman of the Estate Duties 
Investment Trust Ltd, reveals in his statement with 
the fourth-year accounts that up to date, 27 per cent 
‘of the applications for the company’s facilities have 
been received from accountants. The company was 
sponsored by the Industrial and Commercial Finance 
Corporation to meet the needs of those who face the 
problem of raising funds for death duty purposes 
and it is not surprising to find the accountant in the 
position of adviser. He knows the problem and has 
' the first-hand knowledge of the financial position 
involved. Solicitors, Lord Piercy also says, provided 
rx per cent of the applications and 62 per cent came 
from other sources. 

I.C.F.C. put up one-fifth of the first million 
pounds of capital, the remainder being subscribed 
‘by insurance and investment trust companies. Avail- 
able funds were fully ‘invested and the position was 
relieved in September 1955 by the 44 per cent deben- 
ture issue and in March last by the half-million 
partly-paid shares. It was the fact that funds were 
fully invested earlier in the year which was the main 
reason why new business commitments were only 
£137,500 compared with £303,004. But it was also a 
period of favourable stock exchange conditions which 
permitted market flotations of the shares of medium- 
sized businesses of the type so hardly hit by the 
death duty problem. 


Neutral Holder 


The Trust itself operates by providing funds through 
‘the acquisition of shareholdings in private companies 
and its policy is to hold the shares for investment 
without interference with the management of the 
companies whose securities it holds. The table 
dissecting the net book value of the investments at 
March 31st, 1956, shows the industrial classification 
of the investments under headings which have been 
adopted by the Central Statistical Office as a standard. 

Lord Piercy, in his statement, says that before 
long there should be enough experience of the 
working of the Section 55 concessions to form a 
judgment as to the degree to which the incidence of 
ithat section has been made more acceptable; in par- 
ticular, the practical value of Section 30 under 
which, if shares are sold within three years after 
death, otherwise than to relatives, by an arm’s length 
sale at freely negotiated price, the sale price (if less) 
is to be substituted for the assets valuation basis for 
estate duty. 

But it would be a pity, he says,.if the success of 
‘this legislation were to sidetrack (he more general 


case for a consolidation and streamlining of the 
provisions for estate duty. He refers to the Finance 
Acts i imposing death duties as a ‘labyrinth of cross- 
references’ said to be ‘scattered over some seventy 
Acts of Parliament’. 


Money Market 
Applications for Treasury bills totalled £413,805,000 
on June 8th. Bidding at £98 14s 11d, the market 
obtained 43 per cent allotment with the average rate 
£5 os Good per cent. This week’s offer is £240 million. 
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STATEMENT OF REVENUE 























Year to . 
IT March 1955 £ .Ë 
£ £ Income for tha period comprised: 
53,524 Dividends received from investments {02,729 
Other Income, consisting of Interest 
on Deposits, SE 
11,677 sions recelved, less pald . ia * 9,267 
5,201 ————— 111,996 
From this total there hadeto be de- 
ducted: a 
Management Fee to Induserial and = 
Commercdal Finance Corporation : 
5,253 Limited .. ds 6,777 
3,750 Directors’ Remuneration NN SCH 3,750 
105 Audit Fee =... ats ae d 105 
—— Debenture Interest , BIB 
1,406 Other Administration Expenses oe 1,543 
10,514 ———- , 
There romained a Balance before Taxa- 
54,687 tion o 86,296 
The estimated charge ‘for Taxation, 
based on the revenue (less ex- 
penses) for E year was: 
239 Profits Tax Se a? SC 
and 
24,607 Income Tax’... 36,679 - . 
24,646 ————~. m 36,679 
The Net Revenue for the year was 
29,841 therefore P 49,617 
To this must be added the Sur lus 
brought coe pee the Prey ous 
1,239 year of : kel 2,330 
31,080 Making an available balance of 51,947 
5%) The Directors recommend a Dividend , 
‘of 6% per cent less Income Tax at i 
8s 6d in the £ on the fully-paid Sharo ' 
Capital of the Company which will i 
28,750 absorb 37,375 
een Leaving a Surplus to be arrled forward ne 
£2,330 of £14,572 
NET BOOK VALUE OF INVESTMENTS AT 31 MARCH, 1956 
Percentage 
Amount of total 
Treatment of Non-Metalliferous Mining e ucts 
other than be z e eh IN Cé 
Chemicals and Allied Trades .. ge ie eg 35; 
Metal Manufactura Wé 78,5 Gr 
Engtneering, Shipbuilding and Electrical Goods .- © 145,695 IO 
Vehicles .. . 161,097 H2? 
Metal Goods not elsewhere specified ` ~. 103,457 Zë 
Textiles A Se .. 303,353 22-4 
Food, Drink and Tobacco i 496 6°] 
Manufactures of Wood and Cork 57,187 4:2 
Paper and Printin 56,435 4-2 
Other Manufaccuring Industries ds 17,512. i-3 
Buliding and Contracting sà da ni .. $80,396 33 
Distributive Trades... ; 91,662 óB 
iik Banking and Finance 31,083. 23 
£1,355,317 100-0 





The bana are KEN of the Central Statistical one Standard 
ndustrial Classification. 
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The Accountant Annual Awards for 1956 for company 
reports and accounts were presented by the Rt. Hon. 
The Lord Mayor of London, Sir Cuthbert Ackroyd, 
Bt,, at a ceremony held last Tuesday in the Mansion 
House. 

Mr Ronald Staples; Editor-in-Chief of The 
Accountant, presided over a large and distinguished 
company of ladies and gentlemen which had 
assembled by invitation in the Egyptian Hall. The 
Lord Mayor was accompanied by the Lady Mayoress, 
and by Mr Alderman and Sheriff B. Waley-Cohen 
with the Hon. Mrs Waley-Cohen, and by Mr Sheriff 
W. G. Allen, F.c.a., and Mrs Allen. 

Also on the platform were the Rt. Hon. the Viscount 
Chandos, D.S.O., M.C., P.C., Chairman, Associated 
Electrical Industries Ltd; Mr Charles L. Hill, Chair- 
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ANNUAL AWARDS. 


ge FOR REPORTS AND ACCOUNTS OF 
ye 7S PUBLIC COMPANIES 


Presentations by the Lord Mayor of London 


man, Folland Aircraft Ltd; Mr A. S. H. Dicker, 
M.B.E., F.C.A., President, The Institute of Charter@d 
Accountants in England and Wales; Mr Montagu 
Gedge, Q.c., Chairman of the Panel of Judges of The 
Accountant Annual Awards, and the members of the 
Panel: Mr W. L. Barrows, J.P., F.C.A., member of the 
Council of the Institute; Sir Harold Barton, F.c.A., 
member of the Council of the Institute; the Rt. Hon. 
the Lord Latham, J.P., F.A.c.c.A., Member of the 
Council of The Association of Certified and Cagpor- 
ate Accountants; Mr Thomas Lister, M.A., CA: Mr 
Bertram Nelson, C.B.E., J.P., F.S.A.A., Immediate Past 
President, The Society of Incorporated Accountants; 
Mr G. Tyser; Mr Derek du Pré, Editor, The Account- 
ant. A full list of those who accepted invitations 
appears on another page. 


Lord Chandos receives the Award for Associated Electrical Industries Limited from the Lord Mayor of London. 
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The Chairman’s Address À 


Opening the proceedings, the Chairman said: 
“That you, my Lord Mayor, should so kindly consent 
to honour us by presenting the Awards today would 
seem to set the sgal on the success of our efforts. 
‘ “The presence of such a distinguished company this 
morning is evidence that the institution of The 
Accountant Annual Awards is acknowledged in the 
proper quarters as a serious endeavour to encourage 
the preparation by public companies of clearer and 
: more informative annual reports and accounts. 


Improvement in Reports and Accounts 


‘We of The Accountant newspaper are heartened, also, 
by hearing from those who are in a position to judge, 
that there is a distinct all-round improvement in the 
ageounts and reports of public companies in the last 
two years. In view of the increasing number of entrants 
to the competition we like to feel that the inception of 
these Awards may be in some measure responsible for 
this better state of affairs. 

‘Accountants have always wanted better and more 
informative accounts and reports by public companies 
but they have not always been successful in persuading 
their clients of the advisability of producing them. 

‘Iteis a regrettable fact that even today the annual 
reports and accounts of many companies leave the 
shareholders in doubt as to what are even the principal 
activities of the concerns; furthermore, it is safe to say 
that only a small proportion of the owners of shares are 
able to understand the most simple balance sheet. Yet 
it is the duty of the directors to make clear to their 
shareholders how the activities of the company have 
been conducted and as trustees chey should give an 
account of their stewardship through mediums that 
can be understood by every owner of shares. Some 
accounts and reports seem to be designed solely to 
enable stockbrokers and accountants to understand 
them, but even those unschooled in financial matters 
have a right to information in a form that they can 
understand and they should fight until they get it. I 
have sai® before — and I am still convinced — that 


shareholders are entitled to full reports and accounts 
at least twice a year. | 


Need for Clear’ Accounts 


‘Among other important reasons why clear and com- 
plete accounts should be published is that the public 
are thereby in a position to make a better assessment 
of the value of the share in the companies concerned 
and shareholders themselves are encouraged to attend 
the company’s meetings and to ask intelligent questions. 

‘We feel that with these desirable ends in view these 
annual awards are fully justified. We regard these silver 
sconces, which have been so beautifully designed and 
executed by Mr Algernon Asprey, as but small tokens 
of great and far-reaching achievements. Each year we 
have found an increasing number of important com- 
panies wishing to enter the competition and the task of 
the distinguished panel of judges under the chairman- 
ship of Mr Montagu Gedge has become more arduous. 
We feel that the world of finance owes much to these 
gentlemen for their voluntary efforts. 


The Award for the ‘Smaller’ Company 


Tt may be remembered that in 1954 only one 
Accountant Award was made and that this was won by 
Thos. W. Ward Ltd, of Sheffield. In 1955, two Awards 
were presented — one to Ford Motor Co Ltd and the 
other to Unilever Ltd. We were anxious that the 
winning of these Awards should not be restricted to 
the giants of industry and commerce and that com- 
panies of all sizes should have an equal chance of 
winning the distinction. This year, therefore, we 
decided that one of the Awards should be ear-marked 
for a “smaller” company but should rank equally with 
the other. 

‘As you will know, one 1956 Accountant Award has 
been won by Associated Electrical Industries Ltd and 
the other by Folland Aircraft Ltd. I leave Mr Montagu 
Gedge to tell you of the merits of the entrants to the 
competition and I would first ask you, my Lord Mayor, 
to be kind enough to present the Awards.’ (Applause.) 


The Lord Mayor of London 


The Right Hon. the Lord Mayor of London, Sir 
Cuthbert Ackroyd, Bt., skid: 

‘It is a great pleasure to me, and to the Lady 
Mayoress, to be present here today anu to have the 
honour of presenting these handsome gifts. 

‘As we all know, London is the greatest commercial 
city in the world and all branches of the professions 
are welcome here in order to promote efficiency and 
to continue the prosperity and well-being not only of 
the City but of our country. . 

‘Personally, Mr Chairman, figures have always 
worried me. I remember the story of two men travel- 
ling in a railway compartment and discussing their 
financial difficulties. One of them said to his friend, 
“How do you make your family budget meet?” “Well,” 
he replied, “I take 30 per cent for myself, 30 per cent 
for my wife, 30 per cent for house-keeping and 
30 per cent for incidentals.” His friend said, ‘“That’s 
120 per cent!” to which the man replied, “Yes, that’s 
the devil of it!” (Laughter.) ` : 


‘I should like to congratulate the members of the 
various accounting bodies who have taken part in this 
competition as well as offering my congratulations to 
the publishers and editor of The Accountant, who 
organized the presentation of these Awards. 

‘The Accountant, I believe, has a large circulation 
not only in this country but throughout the Empire 
and Commonwealth and I am sure it is making a 
great contribution to the efficiency of a great profession. 

‘I should like also to congratulate the winners of these 
beautiful silver sconces and to express the hope that 
they will throw light upon the many difficult problems 
which will face them in their boardrooms in the 
near future. (Laughter and applause.) I wish you, sir, 
and those associated with you in this admirable and 
excellent enterprise every success in the years which 
are to come. It gives me very great pleasure now to 
present these very handsome prizes on behalf of 
The Accountant.’ (Applause.) 


The Lord Mayor then presented the Awards: ` 


June 16th, THE ACCOUNTANT 


` Sec 


The Lord Mayor of London presenting the Award for Folland Aircraft 


After the presentations. (Left to right) Mr Ronald Staples, Editor-in-Chief of The Accountant, who presided; Mrs Ronald 
Staples; the Lord Mayor of London, Sir Cuthbert Ackroyd, Bt.; Lord Latham, J.P., F.A.C.C.A., a member of the Panel of 
Judges; Mrs S. Kennard. . 
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Acknowledgments of the Presentations 


The Right Hon. The Viscount Chandos, D.s.0., M.C., 
P.C., Chairman of Associated Electrical Industries, 
Limited, said: 

‘Associated Electrical Industries, through me, would 

like to say how gygatified and proud we are to have been 
` given this Award. To me it is all the more satisfactory 
as nearly all the work involved in producing the 
accounts falls upon others, whilst I cannot avoid 
getting some of the credit. (Laughter.) This, of 
course, accords with my general ideas on organization. 
I tell all my people that my idea of organization is 
that I should do little or no work and, if things go well, 
I should take the credit and when things are wrong 
I should want to know at once who is to blame. 
(Laughter.) 

‘Quite apart from the apparently light nature of 
these remarks, I think you will find there is a great 
deal there which will guide you in organizing if that 
policy is followed. Another thing is to try to face 
people only with the problems which they have been 
trained to solve. 

‘The idea which The Accountant had in making 
these Awards is as imaginative as it is generous.’ 
(Applause.) 

‘I think that one of the most striking changes which 
has come over the City and joint-stock companies 
since I was first in business relates to the issue of 
securities. Only a small part of the great improvement 
which I have witnessed in my time has been due to 
legislation. I see here one very old friend and parlia- 
mentary colleague and I think he will agree with 
me. 

“The great change for the better has been made by 
the Stock Exchange Council and by the members of 
the Stock Exchange largely by influence and not by 
force, although, of course, they have a severe though 
remote sanction. I should like to pay tribute this 
morning to the splendid work they have done in these 
respects. 

‘The Accountant is making its constructive contribu- 
tion on the same front. These Awards will, I hope, 
promote ə friendly rivalry in the world of joint-stock 
companies to try to gain one of them. The result 
should be the raising to even higher standards of the 
accounts and information given by companies to 
their shareholders. 

‘It is possible to make a contribution to the business 
life of the country no less striking than that made 
by the Stock Exchange in the field which I have 
already mentioned. 
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- ‘Disclosure, ladies and gentlemen, is the answer to 
a great many of the difficulties with which directors 
and managers are faced in their relations with their 
shareholders and with the public. It is seldom that 
disclosure is over-done and nearly all the serious 
troubles which I can remember*in my long life in the 
City would have been avoided, or gt least mitigated, 
by early disclosure of difficulties. It is a human 
instinct to make the best of bad times, but often 
frank disclosure will enable the remedial measures to 
be taken in good time, whereas suppression means 
delay. Disclosure also means that the matter disclosed 
should be capable of apprehension and comprehension 
readily and easily by those who receive it. 

‘I remember early in my business life being a 
director of a company operating in the Commonwealth 
which found that they had spent £450,000 and at the 
end of the year one of the directors said to me, “I do 
congratulate you on a good balance sheet. You have 
come out all square.” (Laughter.) 

‘Once more, my Lord Mayor, ladies and gentlemen, 
I would say how deeply gratified we are to have 
received this Award. I do not think we are disqualified 
from receiving another and we shall certainly act as if 
there was a possibility of our improving upon the 
good beginning which we have already made.’ 
(Laughter and applause.) 


Mr Charles L. Hill, Chairman of Folland Air- 
craft Ltd, said: 


‘I am pleased and proud to accept this Award on 
behalf of my company and like Lord Chandos, I do 
not want to take credit to myself. I feel that the credit 
for the Award should go to my co-director and sec- 
retary, Mr E. N. Egan, and his staff, who have done 
a magnificent job. I should like to congratulate The 
Accountant and to thank them for making this meeting 
and this Award possible and for everything they have 
done and are doing to make accounts available in 
such a form that shareholders may take a greater 
interest in their business. S 

‘Personally, I have managed to raise the attendance 
at our annual meetings by giving the shareholders 
luncheon and showing them round the works. 
We used to have eight and now we get 150. (Laughter 
and applause.) As we have 3,000 shareholders the 
attendance is still not very good. 

‘Finally, my Lord Mayor, I should like to thank 
you for making this presentation and also to thank 
the Panel of Judges whose judgment has been admir- 
able (laughter), and The Accountant for presenting 
the Award.’ (Applause.) 


The Chairman of the Panel of Judges 


Mr Montagu Gedge, Q.c., Chairman of the Panel of 
Judges, said: 

“This is the third time I have had the honout of 
speaking on one of these occasions and I always 
feel that I have a tremendous handicap because if I try 
tv prepare a few notes beforehand, when the time comes 
I find that what I was going to say has already been 
said by the Chairman or by one of the other speakers. 

‘Our task this year has been both interesting and 
rewarding. The Chairman has already referred to the 
fact that there was a very considerable increase in the 
number of accounts that were submitted, all of which 


were subjected to close scrutiny and much discussion. 
“The Chairman has told you that we were in the 
happy position this year of considering giving an 
Award to what may be called without discourtesy, a 
“smaller” company, by which we understand a com- 
pany with a series of accounts less complex than those 
of a group like Associated Electrical Industries. This 
we have done. I am not going to say anything about 
the accounts which won the Awards; they stand on their 
merits. i 
“The A.E.I. accounts and the chairman’s statement 
sent out to the shareholders are exceedingly clear and 


vii 
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The Chairmen of the companies to which Awards were made, The Rt. Hon. the Viscount Chandos, D.S.O., M.C., P.C., 
Chairman, Associated Electrical Industries Limited (left), and Mr Charles L. Hill, Chairman, Folland Aircraft Limited, 
in conversation after the ceremony. 


POLIO IES 


Left to right: Mr Sheriff W. G. Allen, F.c.a.; Mrs Allen; Lady Barton, with Mr W. L. Barrows, LPS F.c.A., and Sir 
Harold Barton, F.c.A., members of the Panel of Judges. 3 
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Mr Montagu Gedge, Q.c., speaks et the Awards. On his 
left is the Lord Mayor of London. 





informative. Equally,,the Folland Aircraft accounts 
are in éhe same*category, giving clear information and 
a fair disclosure to shareholders and others of what 
they ought to know. 

‘I think I may fairly say that all the accounts sub- 
mitted to us showed a great advance in accountancy 
technique and presented the facts and figures fairly 
and properly to everybody concerned. I am bound to 
say that even in the accounts of A.E.I. or Folland, it 
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may be possible to find some small minor fault,*and 
indeed, that applies to all the accounts which we 
considered. We, as judges, do not think it is our duty 
to be over nice or precise. What we are looking for is 
clear, straightforward accountancy, better display and 
the maximum of information given to shareholders. 

‘One matter which we discussed was the possibility 
of giving a short list of runners-up, but we came to 
the unanimous conclusion that we could not do that 
because the judges would be inundated with queries 
from companies as to why the accounts of one company 
were preferred to those of another. We did not feel it 
was our duty to do that. 

‘I can tell you that our method of selecting accounts 
is highly individualistic. We have not any set formula 
for marking or for penalties. We consider the accounts 
individually; we consider them, we discuss them and 
then we decide. I think that the giving of full play to 
our individual idiosyncrasies leads to a successful 
result and I may add that on every occasion our 
judgment has been unanimous. 

“There is only one thing more that I wish to say, and 
that is that thanks are due to The Accountant for 
having initiated these Awards. We are convinced 
that they are giving great help in the constant develop- 
ment of the presentation of accounts, upon the fairness 
and clarity of which so much depends in the working 
of industry in our modern world.’ (Applause.) 


The Guests Welcomed 


After the guests had been welcomed by Mr Derek 
du Pré, Editor of The Accountant, the Chairman in- 
vited the company to drink the health of the winners 
of the Awards. 


Distinguished Guests at Presentation Ceremony 


Among those who accepted invitations were: 


LADY ACKROYD, Lady Mayoress 

Mr ROBERT ADAMS, C.A., Convenor, London Local Committee, 
The Institute of Chartered Accountants of Scotland, and Mrs 
ADAMS e 

MR S. W. ALEXANDER, Editor, ‘City Press’ 

Dr A. M. ALLEN, M.A., B.COM., PH.D., Secretary, The Chartered 
Institute of Secretaries 

Mr Suerirr W. G. ALLEN, F.c.A., and Mrs ALLEN 

Mr W. J. Arris, Managing Director, Burroughs Adding Machine 
Limited, and Mrs App 

Mr H GARTON Aen, opp, M.C., F.C.A., and Mrs GARTON 
ASH 

Mr ALGERNON Asprey and Mrs ASPREY 

Mr Sipney E. Banks and Mrs BANKS 

Mr W. L. Barrows, J.P., F.c.A., and Mrs BARROWS 

Sır HAROLD BARTON, F.c.A., and Lane BARTON 

Mr T. A. HAMILTON Baynes, M.A., J.P., F.C.A., and Mrs 
HAMILTON BAYNES 

Mr H Beer, con, Under Secretary, Board of Trade 

MR H. A. BENSON, §.B.E., F.c.A., and Mrs Benson ` 

MR S. J. D. BERGER, M.C., F.c.1.8., Director, The Institute of 
Cost and Works Accountants, and Mrs BERGER 

Mr FreD BENTLEY, F.C.1.s., Chairman of the Council, The 
Building Societies Association, and Mrs BENTLEY 

Mr K. W. Bevan, A.C.A., Financial Comptroller, British Overseas 
Airways Corporation, and Mrs BEVAN 

Mr WALTER W. Be F.c.A., F.S.A.A., and Mrs Bo 

pis ROLAND Birp, Deputy Editor, ‘The Economist’, and Mrs 

IRD 
Mr Roy Borneman, Q.C., and Mrs BORNEMAN 
Mr W. T. Boston, 0.B.£., Swordbearer, and Mrs BOSTON 


Mr FRANK BOWER, C.B.E., M.A., and Mrs BOWER 

ProressoR F. SEWELL BRAY, F.C.A., F.S.A.A., Stamp-Martin 
Professor of Accounting = 

Miss V. M. BURTON, F.c.A., Chairman, Women Chartered 
Accountants’ Dining Society 

Mr W. S. CARRINGTON, F.C.A., Immediate Past President, The 
Institute of Chartered Accountants in England and Wales, and 
Mrs CARRINGTON 

Tue Rt. Hon. THE Viscount CHANDOS, D.S.O., M.C., P.C., 
Chairman, Associated Electrical Industries Limited, and LADY 
CHANDOS 

Lt.-CoLONEL RANDOLPH A. CHELL, D.S.O., O.B.E., M.C. 

Mr Douctas A. CLARKE, LL.B., F.C.A., and Mrs CLARKE 

Dr F. CUTHBERT COLLINGWOOD, M.B., CH.B., M.R.C.S., L.R.C.P., 
D.T.M. AND H., and Dr Sy.tviaA E. COLLINGWOOD, M.B., CH.B. 

Mr J. Cowen, Assistant Secretary, Board of Trade, and Mrs 
COWEN 

Mr I. A. F. CRAIG, 0.B.E., B.A., Secretary, The Society of 
Incorporated Accountants, and Mrs Craic 

Mr Guy DENSEM, F.c.A., and Mrs DENsEM 

MR A. S. H Dicker, M.B.E., F.C.A., President, The Institute of 
Chartered Accountants in England and Wales, and Mrs Dicker 

Mrs Ruru Dosson 

THe Rr. Hon. Lorp Dovercourt, F.c.A., and LADY 
DovERCOURT 

Vice-ApMIRAL T. B. DREW, C.B., C.V.O., O.B.E., Private 
Secretary to the Lord Mayor of London, and Mrs Drew 

Mrs DEREK DU PRE, A.R.A.M. 

Mr W. P. N. Epwaros, c.B.E., Director of Home Services and 
Information, Federation of British Industries, and the Hon. Mrs 
EDWARDS 

Mr E, N. Ecan, Director and Secretary, Folland Aircraft Limited, 
and Mrs EGAN 
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Mr#5S. S. ELLIOTT, O.B.E., Exhibitions Organizer, Office Appli- 
ance and Business Equipment Trades Association 

Mr C. A. Evan-JONES, M.B.E., Deputy Secretary, The Society of 
Incorporated Accountants, and Mrs EVAN- JONES 

MR P. A. Eves, Barclays Bank Limited 

Proressor W. J. FAIRBAIRN, C.A.(S.A.), F.S.A.A., Head of the 
Department of Accounting, University of Natal, and Mrs 
FAIRBAIRN H 

Mr W. J. FINDLAY, C.A., and Mrs FINDLAY 

Miss MarGARET Fox, F.c.A., Honorary Secretary, 
Chartered Accountants’ Dining Society 

Mr LEONARD FRANKLAND, A.C.A., F.C.W.A., A.M.LLA., F.B.I., 
Immediate Past Chairman of the Council, The Institute of Book- 
keepers, and Mrs FRANKLAND 

Mr G. R. FREEMAN, F.c.A., and Mrs FREEMAN 

Mr C. G. GARRATT-HOLDEN, Secretary, The Building Societies 
Association, and Mrs GARRATT-HOLDEN 

Mr MONTAGU GEDGE, Q.C. 

Miss K. D. GEE 

Me R. J. GEE 

Mr F. Gee-Heaton, Gee & Co (Publishers) Limited, and Mrs 
GEE-HEATON 

ALDERMAN Sir HAROLD GILLETT, M.C., F.C.A., and LADY 
GILLETT 

Mr Jonn GODFREY, M.A., F.C.A., and Mrs GODFREY 

Mr W. Goo pn, ‘The Financial Times’ 


Women 





Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., President, ‘The 
Society of Incorporated Accountants, and Lady Yeabsley. 


Mr Maurice Green, Deputy Editor, ‘The Times’ 

Mr Ernest K. Gross, A.C.W.A., F.B.I., Chairman of the 
Council, The Institute of Book-keepers, and Mrs Gross 

Mr Cyri E. HALL, F.c.A., F.B.I., Secretary, The Institute of 
Book-keepers, and Mrs Hatt 

Tue Rr. Hon. W. GiLenvit HALL, P.C., M.P. 

Sır Henry HANCOCK, K.C.B., K.B.E., C.M.G., Chairman, Board 
of Inland Revenue, and Lany HANCOCK 

Mr BERNARD Harris, ‘Sunday Express’, and Mrs Harris 

Mr IAN HARVEY, T.D., M.P. 

Mayor Jonn Haynes and Mrs HAYNES 

Mr CHARLES L. HILL, Chairman, Folland Aircraft Limited, and 
Mrs Hot 

Mr RicHarpD Hit. and Mrs RicHArD HILL 

Mr D Q. Hortan, Chief Accountant, Associated Electrical 
Industries Limited, and Mrs HOLLAND 

Mrs THEODORE HOLLAND 

Mr L. H. Hornssy, Director of Public Relations, Ministry of 
Labour and National Service, and Mrs HORNSBY 

Mr D. V. HOUSE, F.c.A. 

Sır HAROLD HOWITT, G.B.E., D.S.O., M.C., D.C.L., J.P., F.C.A., 
and Lapy HowrrT e 

Mr Percy F. HUGHES, A.8.A.A., F.C.I.S., Secretary, Gee & Co 
(Publishers) Limited, and Mrs HuGHEs 

Tue Rr. Hon. LORD INMAN, P.C., J.-P., and LADY INMAN 

Mr C. R. B. JAMES, F.A.S.A., and Mrs JAMES 
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Mr A. S. H. Dicker, M.B.E., F.C.A., President, The Institute 
of Chartered Accountants in England and Wales, and Mirs 
Dicker. 


Mr C. W. W. Jerxins, District Bank Limited 

Mrs S. KENNARD 

Mr H P. Kennett, Private Secretary to the Chairman, and Mrs 
KENNETT 

Mr L. E. Kenyon, A.C.A., Secretary, The British Federation of 
Master Printers 

Mr W. G. Lansley, Managing Digector, Underwood Business 
Machines Limited e 

Miss A. M. LARGE, A.C.I.S., Assistant Secretary, The Chartered 
Accountant Students’ Society of London 

Tue Rr. Hon. Lorp LATHAM, J.P., F.A.C.C.A. 

Mr J. C. LATHAM, D.L., F.S.A.A., F-A.C.C.A., F.C.1.8., Director, 
The Association of Certified and Corporate Accountants, and Mrs 
LATHAM 

Mr Tuomas LISTER, M.A., C.A., and Mrs LISTER 

MR E. S. Lg, Secretary, The British Thomson-Houston Co 
Limited 

Mr Leo T. Le, Editor, ‘Accountancy’ 

Mr C. H. S. Lovepay, A.C.A., An Assistant Secretary, The 
Institute of Chartered Accountants in England and Wales, and 
Mrs LOvEDAY 

Mr ALAN C. Lucas, F.C.A. 

Mr Rosert LYALL, Executive-in-Charge, Financial Advertising 
Division, Samson Clark & Co Limited, and Mrs LYALL 

Mr W. MACFARLANE GRAY, F.A.C.C.A., Immediate Past 
President, The Association of Certified and Corporage Accountants, 
and Mrs MACFARLANE GRAY 

Mr Aran S. MaclIver, M.C., B.A., Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs Mac- 
IVER 





Alderman Sir Harold Gillett, M.C., F,c.A. 
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Mr Bertram Nelson, C.B.E., J.P., F.S.A.A., a member of the 
Panel of Judges, and Mrs Nelson. 


Mr J. H. MANN, M.B.E., M.A., F.Cc.A., and Mrs MANN 
MR Ernest MARPLES, M.P., A.S.A.A. 


Mr T. S. Mart, F.1.1.A., Director and General Manager, Gee & 
Co (Publishers) Limited, and Mrs MARTIN 

MR R. P. MATTHEWS, B.COM., J.P., F.C.A., Chairman, London 
and District Society of Chartered Accountanis, and Mrs 
MATTHEWS `, o 

Cotonmey A. T. MAXWELL, T.D., Chairman, Powers-Samas 
Accounting Machines Limited, and Mrs MAXWELL 

Me A. C. S. MEYNELL, F.A.C.C.A., President, The Association of 
Certified and Corporate Accountants, and Mrs MEYNELL 

Mrs F. CHRISTINE MILLER 

THE Rr. Hon. Lord MILNE, B.A., C.A. 

Sır Jonn Morison, C.A., Chairman, Iron and Steel Holding and 
Realization Agency, and Lapy Morison 

Mr Ian T. Morrow, C.A., F.c.w.A., President, The Institute 
of Cost and Works Accountants, and Mrs Morrow 

Dr. A. E. MOURANT, M.A., D.PHIL., D.M., M.R.C.P. 

Mr N. E. MUSTO, Q.C. 

MR BERTRAM NELSON, C.B.E., J.P., F.S.A.A., Immediate Past 
President, The Society of Incorporated Accountants, and Mrs 
NELSON 

MR F. CAMERON OSsBOURN, M.B.E., B.A., LL.B., Secretary, The 
Association of Certified and Corporate Accountants 

MR S. D. Parker, Chairman, Remington Rand Limited, and 
Mrs PARKER 

Sır RICHARD PEASE, BT., D.L., J-P., and LADY PEASE 

Mr W. E. W. PETTER, C.B.E., B.A., F.R.AE.S., Managing 
Director, Folland Aircraft Limited, and MRs PETTER 

ALDERMAN A. T. PIKE, 0.B.E., J.P., F.C.C.S., Chairman, Cor- 
poration of Secretaries, and MRs PIKE 

MR Isaac J. PITMAN, M.A., M.P¢ and the Hon. Mrs PITMAN 

Str ARNOLD PLANT, KT., B.SC.(ECON.), B.COM., Sir Ernest 
Cassell Professor of Commerce, London School of Economics, and 
Lapy PLANT 

COMMANDER J. R. POLAND, R.N., Common Cryer and Serjeant-at- 
Arms 

Mr CHARLES PRITCHARD and Mrs PRITCHARD 


Mr Davin Rosarts, Chairman, National Provincial Bank 
Limited Š 

Mr Norman Rosson, London Editor, Westminster Press, and 
Mrs Rosson 

Sır THoMAs ROBSON, M.B.E., M.A., F.c.A., and LADY Rosson 

Mr P. M. B. ROWLAND, B.A., LL.B. 


MR E. SALMON, Controller, Metropolitan-Vickers Electrical Co 
Limited, and Mrs SALMON 

Mr R. H. SAmpson 

Mr GEORGE Scott, Editor, ‘Truth’, and Mrs Scorr 

Mr E. A. Suiurro, Under Secretary, Home Division of the 
Treasury, and MRs SHiLurro 

Mr T. W. A. Sne, Gee & Co (Publishers) Limited, and Mrs SILk 

Mr C. F. SIMMONDS, J.P. 
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MR STANLEY W. SMILES, F.C.A., and MRs SMILES ` 

Miss IsopEL SNELLING 

Miss V. M. SNELLING, Director, Gee & Co (Publishers) Limited 

PRroFEssoR David SOLOMONS, B.COM., A.C.A., Professor of 
Accounting, University of Bristol, and Mrs SoLomons 

Mr T. W. Soutn, Secretary, Incorporated Accountants’ Research 
Committee, and Mrs SOUTH FS 

Mr J. R. Sparey, M.A., An Assistant Secretary, The Association of 
Certified and Corporate Accountants, and Mrs SPAREY 

Mrs RONALD STAPLES 

Mr CHARLES S. STEPHENS, F.c.A., and Mrs STEPHENS 

Mr GEOFFREY STEVENS, M.P., F.C.A. 

CAPTAIN J. E. STONE, C.B.E., M.C., F.S.A.A., Director, King 
Edward’s Hospital Fund for London, and Mrs STONE 

PROFESSOR J. R. N. STONE, C.B.E., M.A., P. D. Leake Professor 
of Finance and Accounting, University of Cambridge, and Mrs 
STONE 

COLONEL J. HuLME TAYLOR, 0.B.£., City Marshal 

Miss FLEUR KiRWAN TAYLOR 

Miss L. I. M. THomas, LL.B.(LOND.) 

Mr D. W. Tucker, M.B.E., Press Officer, Inland Revenue, and 
Mrs TUCKER 

Sır JAMES MILLARD TUCKER, Q.C., and Lapy MILLARD 
TUCKER 

MR G. TYSER : 

Mr H. W. UNDERHILL, Managing Director, Eden Fisher and Co 
Limited, and a Vice-President, London Master Printers’ Associa- 
tion, and Mrs UNDERHILL Rise Te 

Miss D. M. VAUGHAN, B.A., F.C.A. : 

Mr ALDERMAN AND SHERIFF B. WALEY-CoHEN and thé 
Hon. Mrs WALEy-CoHEN 

Mr G. E. WALKER, 0.B.E., Secretary, Associated Electrical 
Industries Limited, and Mrs WALKER ; 

Mr SypNney WALTON, C.B.E., M.A., B.LITT. 

MR E. J. N. WARBURTON, Joint General Manager, Lloyds Bank 
Limited, and Mrs WARBURTON 

Miss ETHEL WATTS, B.A., F.C.A. 

MR E. F. G. WHINNEY, M.A., F.C.A., and Mrs WHINNEY 

MR Francis Wuirmore, City Editor, ‘Daily Telegraph’ 

Mr P. E WHITWORTH, B.A., and Mrs WHITWORTH 

Mr L. D. Was, City Editor, ‘Daily Mail’, and Mrs 
WILLIAMS 

MR R. Hoon WILLIAMS 

Mr DoucLtas Wison, Associate Editor, ‘The Director’ 

Mr H A. R. J. WILSON, F.C.A., F.S.A.A., and Mrs WILSON 

Mr Haroitp Wincott, Editor, ‘Investors’ Chronicle’ 


e 
Sir BRUCE WyCHERLEY, M.C., F.C.LS. 


Sır RICHARD YEABSLEY, C.B.E., F.C.A., F.S.A.A., President, The 
Society of Incorporated Accountants, and LADY YEABSLEY 

‘Taxation’ 

‘The Times’ 

‘The Scotsman’ 





Mr Alan S. MacIver, M.C., B.A., Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs 
Maclver. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Budget and Inflation 


Sm, — I have looked in vain for any comment on the 
letter from Mr J. P. Hourston in your issue May 12th. 
Mr Hourston is surely right. I have been astonished 
and alarmed every year that the Budget has not 
covered the ‘below the line’ expenditure. Borrowing to 
meet expenditure must obviously be the chief cause of 
inflation, and recent Chancellors have taken every 
step except the most important one to try and stop 
it. What is going to happen when moneys borrowed 
now — in a time of ‘peace’ and until the end of March 
1956, a period of ‘boom’ — are repaid? The money 
will not be lent forever. 

Government expenditure must be reduced or 
taxation increased. The Micawber theory — income 
£20, expenditure {19 19s 6d, happiness — income £20, 
expenditure {20 os 6d, misery — cannot be ignored. 

Surely the profession should take a lead on the 

uestion of inflation itself instead of wrangling over 
‘accounting for inflation’! 


Yours faithfully, 
Birmingham, 3. PERCY G. STEMBRIDGE. 
dë ‘Interest on Arrears of Tax’ 


Sir, ~ Mr T. J. Sophian in-his article on ‘Interest on 
arrears of tax’ (June and issue) states that arrears of 
£1 or less will not carry interest (Section 495 (3)); 
this, however, is not quite correct. 

The section of the Act states: 

‘Interest shall not be payable under this section 
on the tax charged by any assessment unless (6) the 
* total amount of the interest exceeds Ar. 
Yours faithfully, 

Great Yarmouth. W. J. HAYLETT. 
[Mr T. J. Sophian writes: I am obliged to your 
correspondent for pointing out this slip. It is obvious, 
of course, that interest on arrears will not be charged 
unless the amount of the interest exceeds £1.] 


Co-ordination 
Sir, — We note with regret that co-ordination of the 
profession now seems to be regarded as a lost cause 
and that a prominent member even warns of dangers 
arising therefrom. . 
During the past year we have been associated with 
a local accountants’ group which has been open to 
members and students of all the main bodies in the 
district and we feel certain that the discussions and 
contacts arising therefrom give some small indication 
of the advantages arising from a closer association of 
all the bodies. l 
It is conceivable that many years may elapse before 
full statutory protection will be enjoyed, but we 
suggest that the main bodies can move positively 
towards that goal and ease the path by taking certain 
steps. These, we suggest, should be: 


(1) The formation of a joint examination board to ` 
conduct all examinations. A common Intermediate 
examination, with specialization in single subjects at 
Final stage would preserve a common high standard 
with lower expense. ` 

(2) The publication of a single year-book indicating 
the body to which the member belongs. This might 
be the forerunner of a statutory register of qualified 
accountants, 

(3) The registration and protection by all the 
accountancy bodies of a new word to define the 
professional accountant — (0 view of the repotted 
insuperable difficulties of definition. They would 
license only their members to use this description 
with the distinction Chartered, Incorporated or 
Certified in brackets. This latter appellation is, at 
present, jealously guarded and could be preserved 
even if a single body is formed. 
` These steps may seem drastic but bold action at 
this stage will result in the setting of*high standards 
and protection to the public as well as members 
from the danger of unqualified and incompetent 
persons setting up in practice. The groundwork 
would also be laid for a single body with a single 
council but possibly with sections specializing in 
cost and municipal accounting. 

' We remain, Sir, 
Yours faithfully, 
J. A. CHANDLER, A.8.A.A. 
PETER S. WELLS, A.A.C.C.A, A.C.W.A. 
Crawley, Sussex. | 


Our Weekly Problem No. 118: ‘New Look’ 


‘Sir, — You will have to be allowed a mark or two for 


getting the right answer (May oh issue) — but 
certainly none for your appalling method. The 
problem as originally set out clearly led straight to a 
two-by-two table; putting V for Vertical and H for 
Horizontal, it becomes: ° 


B. S. 
V H Total 
V 40 45 8 
P&L i 
H ro 5 I5 
_ Total 50 50 e 100 
e aes 


_ The figures in normal type were given; those in 
italics could then be written in in a matter of seconds. 


The answer, 40, appears in the table without any 
further working. gëf 


Yours faithfully, 
Purley, Surrey. A. T. ORAM. 


[Says our Problem Setter: Perfectly correct but jot 
particularly shorter. than the published solution!] 
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ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held on 
ee June 6th. 1956, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr W. S. Carrington, President, in the chair; Mr A. S. H. 
Dicker, Vice-President; Messrs H. Garton Ash, opp, M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. A. Hamilton Baynes, 
Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, C.B.E., 
P. F. ter, D. A. Clarke, J. Clayton, E. C. Corton, W. G. 
Densem, W. W. Fea, G, R. Freeman, Sir Harold Gillett, M.C., 
Messrs P, F. Granger, D. V. House, Sir Harold Howitt, opp. 
D.8.0., M.C., Messrs W. H. Lawson, &B.E, R. P. Leech, M.B.E., 
T.D., R. McNeil, K. A. E. Moore, S. J. Pears, .C. U. Peat, M.C., 
P. A. Rees, m.c., P. V. Roberts, L. W. Robson, Sir Thomas 
Robson, M.B.E., Messrs G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, 
0.3.z., E. D. Taylor, G. L. C. Touche, A. D. Walker, Sir 
Nicholas Waterhouse, K.B.E., Messrs M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter, M.C., T.D., with the Secretary and 
Assistant Secretaries. 


Election of President and Vice-President 


Mr Arthur Seymour Hamilton Dicker, M.B.E., F.C.A. 
(Lovewell Blake & Co) was elected President, and Mr 
William Halford Pawson, C.B.E., B.A., F.C.A. (Binder, Hamlyn 
& Co), was elected Vice-President for the ensuing year. 

, PRESIDENT: Gentlemen, the first item on the agenda 
is the election of a President for the ensuing year. I call on 
Mr Freeman to propose that. 

Mr G. R, FREEMAN, F.C.A.: Mr President and gentlemen, 
it is my particularly pleasant prerogative and privilege tọ 
propose our Vice-President, Mr Arthur Seymour Hamilton 
Dicker, as President of the Institute for the ensuing year. 
If I may digress slightly, I want to tell you, sir, that it was 
one of the greatest regrets of my life that I was unable to be 
present on a similar occasion last year, so that I was pre- 
vented from moving the election of your good self as 
President. I trust I am not detracting from the speeches of 
those who will later on be moving and seconding a resolution 
of thanks to you if I express my own personal feelings of 
EE for your fine services to the Institute and the pro- 

ession and to admire the fortitude with which you have 


carried throegh your duties during the past year, although : 


at times suffering great pain. (Hear, hear.) It has not often 
fallen to Mr Dicker to deputize for you but on the few 
occasions on which this did happen he has worthily stepped 
into the breach and has shown that he will well uphold the 
position of President. (Hear, hear.) 

A few statistics regarding My Dicker may be appropriate, 
but I would refer you to The Accountant? for some further 
details and would also wish to leave it to my seconder to 
elaborate the chronicle. 

Mr Dicker is 63 years of age, though one would hardly 
think so when we contemplate his fresh and healthy appear- 
ance (laughter), but the fact that he served with distinction 
and was twice wounded in the 1914-18 war tends to confirm 
this age. He became a member of the Institute in 1923, 
almost at onee becoming a partner in the firm of Lovewell 
Blake & Co, and in®1928 took up his Fellowship. Electedeto 
this Council in 1939, he has done a full share of work on 
committees and in the Council, having been vice-chairman 
or chairman of several committees. His speeches and com- 
ments are always made with logic and clarity. 

For the past four or five years the respective Presidents 
have had birth or other close association with the counties 
of the roses or even, as in the case of Sir Thomas Robson, 
from still farther north. We are now selecting a President 
from East Angliagthe first from that thriving and important 


1 See issues dated June 11th, 1955, and June oh, 1956. . 


district society of which, on two occasions, he has been the 
President. One can imagine that, having regard to the main 
activities of the part in England in which his practice lies, ` 
he will have professional problems which differ from those 
which arise in more industrialized communities; this fea- 
ture may, I hope, enable him to add variety to the speeches 
he will be making at dinners and other functions during the 
year. I am very glad to have the honour of proposing a 
Norfolk man as my family associations emanate to some 
extent from that county, my father having been educated at 
North Walsham Grammar School and my grandfather 
having had, over a century ago, command of the coast-guard 
service of the Norfolk coast. 

The reigning President nowadays finds that he needs the 
support and collaboration of his wife in various ways, and 
Mrs Dicker will be a great help. We were informed last year 
that Mr Dicker is interested in the arts. I can say that Mire 
Dicker is a fine practical artist, and I believe many of us in 
this chamber have examples of her work. (Hear, hedr.) Two 
of my most pleasing possessions are companion pictures, _ 
reminiscent of that delightful autumn conference at Torquay, 
painted on the spot by Mrs Dicker. 

I formally move the election of Mr Arthur Seymour 
Hamilton Dicker, a Member of the Order of the British 
Empire and a Fellow of the Institute of Chartered Account- 
ants in England and Wales, as President of the Institute for 
the ensuing year, and I call upon Mr Barrows to second the 
resolution. (Applause.) WÉI l , 

Mr W. L. Barrows, F.C.A.: Mr President and gentlemen, 
it gives me much pleasure to support the resolution which 
has been so ably proposed by Mr Freeman, our senior Past 
President. When replying last year to his election as Vice~ 
President, Mr Dicker referred to the support which he 
hoped to be able to give the President. All of us must have 
noticed and appreciated the quiet, unassuming but firm way 
in which he has given such loyal and whole-hearted assist- 
ance to the President during the past year. The addition, of 
Mr Dicker’s name to that small but distinguished list of 
Presidents from the provinces will be much appreciated 
throughout the country. Jt is a great compliment to the 
provinces and in particular to the East Anglian Society of 
Chartered Accountants which he has served so faithfully. 
He is a worthy first President of the Institute to be provided 
by that Society. (Hear, hear.) 

Much of the time of members of the Council is taken up 
in trying to look after the interests of the ‘small man’ and 
those practising in the rural areas as distinct from the great 
centres of population. Mr Dicker’s vast knowledge of 
agricultural problems and the needs of these areas will be of 
inestimable value to us during the coming year. When 
acting as group leader for a number of years at the Oxford 
Summer Course, he showed himself to have the human 
touch which has endeared him to us all. 

Mr Dicker is essentially a leader of men. At Ardingley, 
he was Captain of the school and Victor Ludorum. In the 
First World War, he was twice mentioned in dispatches and, 
after being twice wounded, was made the adjutant of an 
Officer Cadet Battalion and later awarded the M.B.E. In the 
profession, he was a founder-member of the East Anglian 
Society and has, as the proposer mentioned, twice served as 
its President. These are merely examples indicating the 
qualities of the man who, with his knowledge of men and the 
world, is so aell qualified to serve as our leader. 

Mention was made last year to his diverse interests from 
golf and gardening, which are the normal stand-bys of the 
professional man, to bird-watching and music. If one were 
to go into the psychological aspect of these hobbies, we 
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i would no doubt find the following qualities. brought out: 
| golf — a stable temper; gardening — a love for neatness and 
| beauty; bird-watching — patience; and music — an eye or an 
| ear for perfection. These qualities seem admirably to por- 
| tray our future President, qualities which are reflected not 
' only in his work but in-his play. 

| For a year SC ad Dicker, your seat beside me on this 
, back bench has been vacant — we miss you but are delighted 
| to see you placed in such exalted positions opposite to us. 
| As a personal friend and a fellow provincial member, it 
' gives me the greatest possible pleasure to second the reso- 
: lution for the election of Mr Dicker as President of the 
| Institute of Chartered Accountants in England and Wales. 
| (Applause.) 


The resolution was carried unanimously amid applause. 


Mr CARRINGTON: Mr Dicker, it is with the very greatest 
pleasure that I invest you with this badge of the President 
of the Institute and wish you and those who succeed you the 
| very best health and success in upholding the traditions of 
| 


this Institute and of the profession. (Applause.) 

Mr Dicker then took the chair and said: Gentlemen, when 
preparing for this important occasion I could not help 
wondering how many, if any, of my fifty-three predecessors 
faced the day of their presidential election with complete 
equanimity. I venture to think that all of them were human 
| enough to experience in whole or in part the same mixed 
' feelings of pride, apprehension and humility which I do, 
| and that assumption gives me great encouragement. 
| Quite recently I was reading the reminiscences of a very 

eminent Past President, and I was most interested in a 

chapter entitled ‘Presidents—are they human?’ The 

author came to the conclusion that ‘if to feel frail is to feel 
human, the answer to the question is certainly yes, and that 

a President becomes more and more modest as his experi- 

ence of his high office lengthens because he is continually 

being made aware of the extent to which his performance 
` falls short of what he would have liked it to be’. 

I was also very impressed with the suggestion that ‘most 
Presidents intend to signalize their year of office by the 
performance of some great deed of constructive work. But 
most Presidents think themselves lucky if, when their year 
of office has ended, they have avoided getting into a tangle 
at a Council meeting over the question of what is a sub- 
atantive resolution. In short, to keep out of trouble is the 
most they can expect’. 

Such words as these give me much comfort. 

A personal occasion of this kind is always made the more 
embarrassing by the complimentary way in which the pro- 
posal is put to the Council, and today Mr George Freeman 
and Mr Barrows have excelled in their generosity and 
exaggeration. I acknowledge with deep gratitude and with 
very real sincerity the way these two gentlemen have put the 
proposal and also the friendly and encouraging way in which 
you have all accepted the nomination. 

I would like to confess that one of my secret ambitions 
has been that if I were to receive this high honour, my chief 
sponsor should be Mr George Freeman. Like many of us, 
I have listened with admiration and pride to the many 
occasions on which Mr Freeman has taken a principal part 
in the election of a new President, and J should like to say 
how very happy I am that I have the privilege of his presence 
here today. He is indeed a veritable elder statesman of our 
Council, whose experienced advice has encouraged many a 
President, and Vice-President, as I know full well. 

As I was preparing my notes of what I was going to say, 
I happened to glance at my certificate of membership of the 
Institute which is hanging in my office. I saw that I became 

.a member on August rst, 1923, and to my intense joy I have 
deciphered the rather faded writing of the members of the 

Council who were the signatories on that document. They 

are ‘G. R. Freeman’ and ‘Nicholas Waterhouse’. I need 

hardly say what an honour it is for me to see these two 
eminent Past Presidents in their places and taking their 
rightful parts in today’s formalities. This coincidence may 
not be unique, but I hope that both of them feel the same 
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satisfaction that I do, and I -can assure them that I will 
treasure that certificate always. rs f 

In 1923, when I became a member, the total membership 
of the Institute was 6,000. In 1939, when I became a member 
of the Council, the total was 13,000. Today, the total 
membership is over 19,000. . 

Only the members of the individual cognmittees can really 
realize the full extent of what is being done at Moorgate ` 
Place, and I go farther when I suggest that only the President 
and the Vice-President as ex officio members of practically 
all the committees are in a position fully to appreciate the 
total sum of these activities. It is often only the bare results 
of their labours which come to the knowledge of members 
generally in the form of paragraphs in annual reports or 
statements be the Council, and I should like to pay this 
tribute to the tremendous amount of committee work which 
has gone towards producing these results, let alone the 
many hours which have been occupied in discussions and 
considerations of matters which have not produced 
notifiable conclusions. 

This is not the time to mention the nature of all tff€se 
activities, but as an example, perhaps I might be allowed to 
mention in connection with our Overseas Relations Com- 
mittee that, at a recent meeting of that committee, the 
agenda contained references to our interests in twenty-three 
foreign countries. 

It 1s with this very full appreciation of the ever-increasing 
tempo of our work that I take on the privileges and responsi- 
bilities of this high office. The past year has been one of 
considerable advancement in all digections and as the indi- 
vidual committees know only too well “there arẹ many 
avenues of great importance which are in course of explor- 
ation, many of which will come to fruition during the coming 
year. As President, may I wish the chairmen and the 
members of all committees God-speed in their labours and 
a happy issue out of all their afflictions. (Laughter and 
applause.) l 

I should like to take this, my earliest opportunity as a 
new President, of sending my greetings to those profes- 
sional bodies with whom we have co-operated with increas- 
ing understanding. I refer not only to the accountancy 
profession, but also to our friends in the spheres of law, 
banking and other kindred professions. I attach great ` 
importance to such connections and I look forward to a 
happy continuance of the friendly relations which exist 
between us. 

Although due acknowledgment will be made later in the 
proceedings to the work of my predecessor, I cannot let this 
moment go by without paying him my persona? tribute and 
especially for the courageous way in which he has carried 
on for so many months in the face of physical difficulties. 
I want to thank him most sincerely for his high standard of 
leadership which might be possible to imitate but very 
difficult to emulate. 

My final thoughts are quiteyunderstandably very personal 
ones again. During the coming year as I look round this 
Council chamber where so much history has been made, I 
shall ever be conscious of the critical support of my col- 
leagues. Those Past Presidents on the front bench will judge 
me according to their own experience in this chair. The 
critical thoughts of those whose turn has yet to come no 
doubt will be more concerned with noting for their eventual 
profit the mistakes which may fall to my lot. But of one 
thing I am confident. I know that both points ‘f view will 
be gr tued with encouragement and sympathy, and with 
that sincere spirit of goodwill which is one of the outstand- 
ing attributes of membership of this Council. (Applause.) 

These then are the sentiments which fill my mind as I 
succeed to this, the highest honour in our great profession, 
and I reaffirm the pledge that I gave twelve months ago that 
my constant endeavour will be to maintain and if possible 
enhance the integrity and good repute of our Institute, 
which we cherish so jealously. (Applause.) 

The next item on the agenda is the election of the new 
Vice-President. Sir Nicholas? F 

Sm Nicuoras E. WATERHOUSE: Gentlemen, it falls to 
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me yet once again to have the pleasant duty of submitting 
the name of a member of the Council for election as Vice- 
President’ of our Institute for the coming year. The matter 
has had the careful consideration of your Past Presidents 
and as they felt that it was this year desirable to put forward 
the name of a London member of the Council their choice 
fell unanimouslye on Mr William Halford Lawson. 
” (Applause.) 

Though he does not look it, Mr Lawson was born, like 
myself, away back in the Victorian era. (Laughter.) He was 
educated at Lancing and at Trinity College, Cambridge, 
where he See and then in 1920 he entered into 
articles with Sir Bernhard Binder. Owing to his degree and 
war service these only lasted for two and a half years and he 
was admitted as a member of the Institute in 1923, com- 
menced practice in 1929, and was elected on the Council 
just ten years ago. 

It is usual on these occasions for the proposer to give an 
account of the candidate’s past experience and activities, 
bugs Air Lawson’s excellent work for our Institute, for the 
profession in general and for the Government, has covered 
so wide a field and is so well known to us that I do not 
think it is necessary for me to go into details. As far as I 
can ascertain, about the only service on which he has not 
so far been actively engaged in the interest of our profession 


is as a member of the Council’s luncheon club committee.. 


No doubt, however, in due course he will also add this to 
his list! (Laughter.) 

I will therefore not aftempt to enumerate the numerous 
important comnfittees on which Mr Lawson has served, 
but will leave it to the seconder of this resolution to draw 
your attention to some of the high lights with special refer- 
ence no doubt to his masterly chairmanship of the Parlia- 
mentary and Law Committee. 


Before I sit down I would like to say a word as to how 
Mr Lawson appears to me as a man apart from his great 
business ability. J think it can be summed-up by saying 
that he possesses a most admirable combination of strength 
and of modesty. I am told that the Daily Mail has rightly 
alluded to him as ‘Big Bill Lawson’, but I do not think that 
publicity of that sort appeals to him at all. Indeed, I hear 
that he was quite pleased when, at a Press interview, on his 
appointment as Receiver and Manager of British Lion Films 
the only information that the reporter was able to elicit from 
one of his children was that ‘father was not a very good 
washer-up’. (Laughter.) 

Gentlemg,, in spite of this dornestic disability, I have 
much pleasure and the greatest confidence in proposing the 
resolution that has been entrusted to me. (Applause.) 


Mr Bas SmMaruprice: Mr President, may I have the 
privilege of seconding the proposal which has just been 
made by Sir Nicholas Waterhouse? It has always been a 
great pleasure to me to be associated with Sir Nicholas; I 
suppose I have known him linger than any other member 
of the Council. Especially is this so when it is a question of 
recommending to you the election of Mr Lawson as our 
Vice-President for the next year. Sir Nicholas has already 
said, I feel, quite sufficient to ensure your enthusiastic 
approval of this proposal and I find it difficult to think what 
else I can add. 

I could expand on the fact that he has served on as many 
as nine committees of the Council, and I could certainly 
dwell on the fact that he has served for four years as chàir- 
man of the Parliamentary and Law Committee. I could go 
into all these details but, if I were to do so, I should Sch 
be dealing with the bare bones of the matter and I should 
like to clothe those bones with human flesh and, following 
Sir Nicholas for a moment, say a few words about Lawson 
the man. 

_ First of all, in Lawson you have a man who, I think you 
will agree, is most courteous, unassuming, approachable 
and easy to get dn with, but that does not mean that anyone 
can take him up the garden path. I do not know anything 
about his washing-up abilities, but I am told that he cycles 
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from his home to the station every day. Anyone who 
supposed that that indicated inability to keep up with the 
times, or even to be ahead of them, would be grievously 
mistaken. As we all know, Lawson has to wear strong 
glasses, but I can assure you that he is exceptionally clear- 
sighted, even with his eyes closed: (Laughter and applause.) 

His Institute activities are always carried through with 
quiet efficiency which is deceptive and often makes a prob- 
lem look far more simple than it is, and I think the reason 
can be found in two attributes in his make-up. One is, I 
think, quite simply, ability to recognize quickly the essen- 
tials of any problem and to disregard the unessentials, and 
the other is the assiduous way in which he studies any 
Institute matter with which he has to deal. I guess that a 
good deal has to be done in his home. 

I was privileged for a short time to serve under Mr 
Lawson on the Parliamentary and Law Committee and I 
was able to observe at first-hand those qualities at work, 
Because of his penetrating and thorough grasp of all the 
subjects under consideration, he was able to keep the com- 
mittee always to the point and to lead it gently but firmly 
without appearing to do so. With a chairman of that calibre 
it was always possible to get through a formidable agenda 
not only in reasonable time but also to good effect. * 

Therefore, Mr President and gentlemen, it is with the 
utmost confidence in your ready support that I second the 
proposal of Sir Nicholas Waterhouse that Mr Lawson be 
appointed Vice-President for the coming twelve months. 
(Applause.) , 

The resolution was carried unanimously. 


Mr W. H. Lawson: Gentlemen, I thank you very much 
for the honour you have done me in electing me to the office 
of Vice-President, and Sir Nicholas and Mr Smallpeice for 
the kind things they have said in proposing and seconding 
my nomination. It is a very pleasant experience indeed to 
receive recognition from one’s own profession and this is a 
proud day for me. Mr Freeman has referred to the fact that 
a number of my distinguished predecessors in this office 
have been able to lay claim to being both provincial and 
London members, provincial members by birth and early 
training and London members by later adoption, but I, 
Mr President, am just a London member from London. 
(Laughter.) I hope that on that ground I shall not forget 
that there are other places and, if I do, I am sure there are 
plenty of you here who will be quick to remind me. 

You have heard that the whole of my professional life 
has been spent with Binder, Hamlyn & Co. I was not Sir 
Bernhard’s first articled clerk but I was his second. I was 
not privileged to be present at the birth of the firm but I 
was there very soon afterwards. I would have said that I 
was there before the child could walk but for the fact that 
we all know that Sir Bernhard was one of those lucky people 
who probably never had to learn to walk at all. (Laughter.) 
You can imagine, therefore, the pleasure it is to me that 
Sir Bernhard is here today so that in his presence I can 
acknowledge the immense debt which I owe to him. 

This is also a time when one would like to remember the 
many kindnesses which one has received from one’s 
partners, not the least of which is in allowing me — shall I 
say? — time off to take part in the work of this Council and 
its committees, such disinterested and interesting work in 
which I have learnt so much and made so many good friends. 

Mr Dicker, it will be my pleasant duty during the coming 
year to help you in any way I can in the most arduous year 
of office which is before you. It is a coincidence, which has 
not been referred to today yet, and which may be of interest 
to the Council, that there is a very close relationship between 
your school, Ardingly, and mine, Lancing. They were 
founded within a short time of each other by that remark- 
able Victorian, Nathaniel Woodard, who at the time was 
a penniles§ curate. His enthusiasm for founding schools 
was 80 great that he would start a new one before the walls 
of the previous one were much above the ground and long 
before he had the necessary money. It is interesting to 
speculate upon what advice he would have received if in 
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those far-distant days there bad been. an Institute of 
Chartered Accountants and a President. thereof to give him 
counsel. (Laughter.) 

Gentlemen, I thank you once more for the great honour 
you have done me and I shall try to the very best of my 
ability to justify the comfidence you have placed in me by 
electing me to thig position of such great responsibility. 
(Applause.) 

Mr C. U. Prat: Gentlemen, it is my t pleasure and 
privilege to propose a vote of thanks to the immediate Past 
President for his services to the Institute during his year of 
office. Since I have been a member of the Council, I have 
served under a succession of Presidents, all of whom have 
performed the duties of their high office with efficiency and 
with unselfish devotion. Mr Carrington has now joined this 
band of distinguished men. Anyone occupying the position 
of President in these days is faced with great responsibilities, 

he profession of accountancy is passing through a period 
of i important evolution the result of which may well be of 
decisive importance. The Institute now numbers over 
19,000 members who between them bear a heavy responsi- 
bility in national and frequently in international affairs. 

For the past year in particular and for some years to come, 
the most urgent need has been and will be, leadership, and 
that is what we have had during Mr Carrington’s year of 
office, wise and firm leadership, a tolerant and a kindly 
direction of affairs based on the sure confidence of a man 
who knows his mind and his business. Mr Carrington’s 
achievements have been lauded on many occasions, the 
conscientious tenacity with which in spite of corroding pain 
he has carried ‘on his duties has been an example and an 
inspiration to all of us. (Applause.)- ` 

A man’s actions flow from the deep springs of his 
personality and character and we are indeed fortunate to 
have had the services of someone so well endowed, as our 
President, during the past year. (Hear, hear.) Mr Carrington 
has achieved the highest honour which it is m our power to 
bestow upon him, but he is young and I can assure him the 
pain which he has been suffering will pass and be forgotten 
and that the future must hold many high achievements for 
him. In any event we thank him and wish him well. I have 
great pleasure in proposing this vote of thanks to Mr 
Carrington and { call upon Sir Harold Gillett to second the 
motion. (Applause.) 

Sir Haron Giccerr: Mr President, Mr Vice Diesen 
and fellow members of the Council, I most cordially second 
the vote of thanks to the. immediate Past President, which 
has been moved in such appropriate and felicitous terms by 
Mr Charles Peat. In the times through which we are now 
passing, which of necessity bring with them problems 
which require for their solution the best brains available, 
it is to the great Institutions like ours that both the City and 
the country turn for help and advice, more especially in 
respect of those subjects upon which our profession is most 
qualified to speak. 

I am certain that the reputation of our Institute has never 
stood higher than it does today, and the years to come will 
offer it even greater opportunities. This position had been 
achieved under the direction, as the mover of the resolution 
has already said, of Mr Carrington’s predecessors, but Mr 
Carrington has, beyond doubt, not only maintained but 
enhanced the prestige of the Institute during his year of 
office. (Hear, hear 

Mention must most certainly be made of the great efforts 
which the immediate Past President made for over eight 
years to have placed on the Statute Book some provision for 
the self-employed for retirement. His efforts in this con- 
nection have been unremitting; it was his conviction that 
the professions would be denuded, as time went on, with a 
corresponding increase in the powers of the bureaucracy, 
unless the self-employed could be provided for on their 
retirement. All the members of our profession owe him a 
great debt for. his efforts on their behalf. (Hear, hear.) 

I cannot close this resolution of goodwill and thanks 
without mentioning the gracious support and encourage- 
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ment that the immediate Past President has received from 
bus wife throughout the year, and for the friendship that 
she has shown to all who have had the great pleasure of 
meeting her from time to time. (Applause.) 

I join with the mover of the resolution on behalf of all 
the members of Council in wishing Mr Carrington and 
Mrs Carrington long life, happiness andegood health in the . 
years to come. (Applause.) I now formally second the 
resolution. 

The resolution was carried unanimously. 

Mr Carrincron: Thank you, Mr Peat and Sir Harold 
Gillett, for the more than kind way in which you have 
proposed and seconded this vote of thanks to me, and thank 
you, gentlemen, for the more than generous way in which 
you received and supported that motion. You have merci- 
fully drawn a veil over my shortcomings and deficiencies 
and have been more than generous in your references to my 
services to the Institute and the profession as a whole.— 

I was very touched by your remarks in regard to the 
introduction of statutory proposals for some measure o 
relief for retirement benefits for the self-employed. This is 
indeed a cause upon which I have been engaged for many 
years and it is gratifying that we have at any rate now 
reached what might perhaps be described as the end of the 
beginning; let us hope that in due time and season we shall 
see on the Statute Book a scheme which will do full justice 
to the self-employed and enable men and women to remain 
in and complete their careers in professional practice in the 
full knowledge that they are able dE make adequate pro- 
vision for their retirement or for their dependants in the 
event of death before normal retirement age. 

We represent and are members of what can now be 
properly described as a great profession. Whilst it may be 
thought in some quarters outside the profession that I have 
been a little more forthright than is customary in regard to 
the necessity of adequate fees, I e no excuse for that, 
but on this occasion and speaking to the members of my 
own profession, I would like to round off this part of my 
philosophy by emphasizing that one of the prime essentials 
of any profession is that its members are always prepared 
to and do endeavour to fulfil any task which comes their 
way to the utmost of their ability, irrespective of the 
monetary reward accruing from that particular task. This 
is not to say that we are or should be philanthropists but 
that having accepted an assignment we must carry it out 
to the best of our ability and should never condition the 
quality of our work by reference to the price the client is 
prepared to pay; if the client is not prepared te pay a fair 
price we should exercise the professional man’s liberty of 
refusing the job. 

Reference is often made to the manifold duties which. 
befall the President in the many functions he has to attend 
during his year of office; I can truthfully say that I have 
enjoyed them all and that I kyow of no more pleasant way 
of avoiding one’s proper work, (Laughter.) 

In conclusion, I should like to place on record my thanks 
for the very great assistance I have received from the Vice-- 
President and the Past Presidents, all members of the 
Council, the Institute staff, and my own partners and staff, 
and last, but by no means least, my wife. (Applause.) I was 
particularly touched by the. kindly reference which Sir 
Harold Gillett made to her. 


e Re-admission e 
One application for re-admission to membership was not 
acceded to. 


Exemption from the Preliminary Examination 


Two applications under bye-law 79 for exemption from 
the Preliminary examination were:acceded to. 


Reduction in Period of Service Sien Articles 


Two applications under bye-law 61 for a reduction in the 
period of service under articles were acceded td. 
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Appointments to Committees 


The following committees were appointed for the- year 
1956-57, 
President ex-officio member of all Committees other than 
the Disciplinary and Investigation Commuttees. 
Vice-President ex officio member of all Committees other than 
the Disciplinary "Investigation and P. D. Leake Committees. 


Applications 
J. a Bell, J. Blakey, C. W. Boyce, E. C. Corton, W. G. Densem, 
R. Pel R. McNeil C. U. Peat, L. W. SE G. F. 
Stunden K. G k M. Wheatley Jones, E. F. G. 


R. P. Winter. 
Disciplinary 
W. L. Barrows, Sir H. M. Barton, T. A. H. Baynes, Sir B SE 
Binder, Sir S. H. Gillett, P. M. Rees, G. F. Saunders, G. D. 
AN C. M. Strachan, A. D. Walker, Sir N. E. ad lala 
E. F, G. Whinney. 
District Societies 

LE ‘Bell, r ge Clarke, Be e peste. E. C. Corton, A. S. H. 

er, P. F Leech, R. McNeil, C. U. Peat, 
L: EE DE sS EECH K. G. Shuttleworth, C. M. 
Strachan, E. D. Taylor, A. D. Walker, Sir N. E. Waterhouse, 


R. D Winter. 
Examination 


W. L. Barrows, T. A. H. Baynes, W. G. Campbell, P. F. 
enter, D. A. Clarke, E. C. Corton, W. G. Densem, A. S. H. 
Dicker, D. V. House, W. H. Lewson, R. McNeil, P. M. Rees, 
A. D. Walker. 
Finance 
ton, D. À. GE J. Clayton, A. S. H. Dicker, 
ir $. H: Gillett, K. A. E. Moore, P. V. Roberts, 
G. L. C. Touche, A. D. Walker. 


- General Purposes 


H. G. ‘Ash, W. L. Barrows, Sir H. M. Se Blakey, C. WwW. 
. House, or 


W. S. 
W. W. Fea, 
E. D. Taylor, G 


H. G. Howitt, K. A. E. Moore, C. U. Peat, P. M. Rees 
T. B. Robson, G. D. Shepherd, C. M. Strachan, and the Chart 
men or Vice-Chairmen of the Finance, Investigation and 
Parliamentary and’ Law Committees. 

Investigation 
H. G. Ash, J. bro C. W. Boyce, P. r Carpente, G R 
Freeman, P. Granger, D. V. House, S. J. Pears, E. D 
Taylor. 

Library 


i: A. H. Bane J. H. Bell, P. F. Carpenter, D. A. Clarke, 
a dar Leech, K. G. Shuttleworth, A. D. Walker, 
Whinney, R. P. Winter. 


Overseas Relations 


W. S, Cammmgton, WG. Densem, Bir E. G. Howitt We Hi 
Lawson, S. J. Pears, Sir T. B. Robson, B, Smallpeice and the 
Chairman of the Parliamentary and Law Committee. 


Parliamentary and Law 
Clayton, 


Gagan Be bei Wë Si Howitt, SCH af: Lawson, 


V. Rohen st Ca Robson, G. F. Saunders, 
. C. Touche. 


P. D. Leake `. 


W. L. Barrows, W. G. Campbell, D. V. House, Sir T. B. 
Robson. 


Sir B. H. Wee W. 
. W. Fea, P. F 

. J. Pears, P. 

C. M. Strachan, G. 


Summer Course 


W. L. Barrows A. H. Baynes, P. F., C ter, W. 5, 
Carrington, W. W. Fea, D. V. House, G. F. Saun d 


Taxation and Research Committee è 
The following members were appointed by the Council to 
serve on the Taxation and Research Committee for the year 
commencing October $ oss 
Messrs T. F. Birch, Clarke W. G. Dens 
Duncan, A. R. English, W.S S Hayes J. H. Mann, G. P, 
Jones, L. Pells, E. F, G. Whinney 


London and District Society of Chartered 
S Accountants - 


The followjng members were appointed by the Council 
to serve on the committee of the London and District 


D. AM. 
organ- 
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Society of Chartered Accountants for the ensuing year: . 
Mr D A. Clarke, Mr D. V. House, Mr E. F.G. Whinney. ` 


Pension arrangements for members in Be 7 


their staffs and for members in. ‘non- -pensionable , 
employment. 

At the annual meeting on May zung, 1956, the Council 

was authorized: 

(a) to establish a contributory pension fund for employees 
of members in public practice and, when legislation 
permits, for members in public practice and for 
other members of the Institute for whom pensions are 
not otherwise provided by their employers; 

(5) to contribute from the funds of the Institute a sum 
not exceeding three thousand pounds in all within 
a period of three years from the establishment of the 
fund towards the management expenses of the fund. 

The Council is proceeding accordingly. It is the Council’s 

intention to study Che quotations of insurance companies, 
whose annuity funds will be materially affected by the 
relief proposed in clause 20 of the current Finance 

This will not be possible until the Finance Bill 
becomes law and the insurance companies are able to settle 
and publish their premium rates. The Council will then 
require further time for the final settlement of the rules 
and trust deed and for consultation with district societies. 
A further statement will be made as soon as possible. 


Exemption from the Intermediate Examination 


Two applications under bye-law 85 (b) for exemption from 
the Intermediate examination were acceded to. 


Articled Clerks: Industrial Experience 
Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service under 
articles were acceded to. 


Articled Clerk Engaging in Other Business 


The Council acceded to one application under bye-law 57 
from an articled clerk to engage during his service under 
articles in other business for the sole purpose and to the 
limited extent specified in the application. 


- Finance Bill 


The Council received a report on a discussion at Somerset 
House on Mary 28th 1956, between members of the Board 
of Inland Revenue and representatives of the Institute 
(Mr G. F. Saunders, Mr D. A. Clarke and Mr E. K. 
Wright) in connection with a memorandum on the Finance 
Bill submitted on May 15th, 1956, to the Chancellor of the 
Exchequer on behalf of the Council. 

The Council also received a report on a joint deputation 
to Somerset House on May 18th, 1956, from the Institute 
(Sir Thomas Robson and Mr S. Í Pears) the Law Society, 
the Bar Council and the Law Society of Scotland, acting on 
behalf of some twenty-three professional bodies, in con- 
nection with various points on the provisions of the Finance 
Bill dealing with retirement benefits. 


Certificates of Practice 


It was resolved: 
‘That certificates of practice be issued to the following 
thirty-four associates who have commenced to practise: 


Allnatt, Michael Blake; 1952, A.C.A.; 47 Chiltern Crescent 

Earley, Readi 
Brown, David aget; 1956, A.C.A; (Gerald Brown & Co), 
Walmar House, 288 Regent S treet, ‘London, W 
Anthony, DA: 1955, wares 27 Copthall 


Burnstone, Peter 
ECz. 


Avenue, Londo 
Butters, Laurence oe 1956, A.C.A.; (Laurence B. Butters 
& Co), 98 Albany Street, Regents Park, London, NW1. 
Coker, GE e B.COM.; 1949, A.C.A.; 124 Scartho Road, 


Grims 
Gel Frederick Roy; 1950, A.C.A.; (C. A, Hunter, Callon 


mA 
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& To), Britannia Chambers, George Street, St Helens, Lancs, 
: and at Prescot. 
' Cutts, William Noel; 1952, A. CA. (*Boaler, Flint & Hurt), 
TE- Regent Street, Nottingham 
Dandy, Geen Joseph; : 1954, A.C.A.; 9 Woodcroft Avenue, 


Handswo gham, 20 
ee ied aes 295 gee (Mellors, Basden & Mellors), 1 
| gJ asp, A Bridlesmith „Gate, Nottingham, and at 
EE 
| Dou ag, John Sholto; 1956, A CA. (Graber: Proom & Smith), 
aville Place, Newcastle upon Tyne, Gë and at Sunderland. 
Norman Edward; 1948, A. =» (Bourner, Bullock 
GE ZS 17 Albion Street, Hanley, E and at Congleton, 
| Leek, St Austell and Stoke-on-Trent. 
Gidley-Kitchen, Greville Courtenay Bartholomew; 1950, A CA: 
EE Brothers & Co), 14 George Street, Mansion House, 
and at eege 
gë FE aymond EE, EE (Bailey, Page & Co), 
' A4 Queen Insurance B Dale Street, Liverpool, 2, 
SE Tan; 1956, A CA: (C. SE ter Ge Callon & Co) Britannia 
Chambers, George Street, St. Helens, cs, and at Prescot. 
| Ive, Leslie James; 1955, A.C.A.; (Shipley Blackburn, Sutton 
À aa” Broadmead House, Panton Street, Haymarket, London, 
James, Gerald Brian, p.com.; 1954, A.C.A.; (Smith & James), 
Pearl Chambers, 14 High Street, Kettering. 
Jenner, Colin Henry Frederick: 1953, A.C.A.; (Thompson, 
er & Co), Martins Bank Chambers, 6 Bedford Street, 
eter 
a GE Stewart; 1952, A.C.A; (Fryer, Sutton, 
orris & Co), 28 Cross Street, Readin and at London. 
Little, Eric George, M.A.; 1954, ALC. A.; (Kyle & Co), 9 Victoria 


Place, Carlisle. 

Middleton, Geoffre ; 1955, A.C.A; (Middleton & Ashcroft), 
The Dearne, 16 Uxbridge Road, Stanmore, Middlesex. 

Newton, Geoffrey Hector; 1952, A.C.A; (C. D. North & 
Newton), 1 Brunswick Street, Batley, Yorks. 


Sw Seia Storey; 1926, A.C.A.; ‘Strathnaver’, High Lane, 


Pearlman, Gerald Alan; 1953, A.C.A.; (*Manton & Pearlman), 
37 Gloucester Place, London, Wi. 

Peters, Peter, 1955, ACA.: Wakemans Green, Pound Hill, near 
Crawley, Sussex. 

Robertshaw, Thomas Michael David, B.A; 1955, AC.A. 
(*Clark, Brownscombe & Co), Martins Bank Chambers, 130 


Terminus Road, Eastbourne. 
a tas Francis, B. SE a 1953, A A.C.A; (Leonard Ross & Co), 


5 Walker Street, Wellington, hropshire. 

Schooling, Eric Cecil Frederick; 1951, A.C.A; (J. Jackson 
Saint & Co), 22 Lowther Street, Carlisle, and at. Penrith and 
Workington. 


Smith, Kenneth Ridley; 1951, A.C.A; (Graham, Proom & 
Smith), 2 Saville Place, Newcastle upon Tyne, 1, and at 
Sunderland. 


* placed against a firm name signifies that the firm is not ex- 
clusively composed of members of the Institute. 
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Tinniswood, Peter Westgarth; 1948, A.C.A.; (Ponsford & 
"Tinniswood), I2 pelea a Street, Winchester. 

Turner, William Alan; x A.C.A.; (*Carter, Turner & Co), 
Pengwern House, 24 oe Shrewsbury. 

Walker, Peter George; 1945, A.C.A. (Bertram Silcock & Co), 
31 Bold Street, Warrington, and at ‘London. 

Walton, Alfred Richard, B.COM.: 1953, A.C.A.; (Victor Walton & 
Co), 26-27 Bond Street, Le Leeds, 1 

Warren, Frank; 1954; A.C.A.: (Walsh & Warren), 16 Edward 


Street, Blackpoo ; 
A.C.A; ee & Co), 72 
London, 8. 


Weston, Simon Zigmond; SCH 
Clifton Court, St John’s Woo 
Elections to Fellowship 

(a) One application from an associate for election to 
fellowship under clauses 9 and 31 of the supplemental 
charter (bye-law 37) was acceded to. 

(b) Twenty-one applications from associates for election 
to fellowship under clause 6 of the supplemental charter 
(bye-law 31) were acceded to. 

(c) Four applications from associates for election to 
fellowship under clauses 6 and 31 of the supplemedfftal 
charter (bye-law 31) were acceded to. 

A list of those who complete their fellowship before June 
19th will appear in The Accountant of June 23rd. 


Resignation 
The Council accepted the resignation from membership of 
the Institute of: 
Mr Geoffrey Mayes Laslett, A.C.A., Hong Kong. 


4 
Registration of Articles 


The Secretary reported that 86 articles of clerkship were 
registered during the month of May 1956 as compared 


_ with 80 in May 1955, making a total of 564 since January rst, 


1956, as compared with 489 for the same period in 1955. 


Deaths of Members 


The Council received with regret the Secretary’s report of 
the death of the following members: 


Mr Robert Allan, 4.c.a., Liverpool. 
;, William Hastings Bagshaw, M.A., A.C.A London. 
» Robert Leslie Biggs, F.c.a., Knowle. 
vn Jobn Burley, F.c.a., Rhos-on-Sea. 
SN ae Corder, A.C.A., Broadstone. 
. dney Orford, A.C.A., Southpo 
2 We lis Page, M.C., F. C.A., Wol ceha. 
a Tht Glyn Platt, a.c.a. Banstead, 
», Edward Williams, F.c.a., Chester. e 
» Richard Hywel Williame, A.C.A., Hengoed, 


MEMBERS’ LIBRARIES 


The Institute Library 


The Librarian reports that among the books and papers 
acquired by the Institute in recent weeks by purchase 
and gifts are the following: 


Automation: a report on the technical trends and their 
impact on management and labour. (Department of 
Scientific and Industrial Research.) (D.S.LR.} 1956. 
(H.M.S.O., 6s.) 

Debt Collecting: by H. Ashwood and C. R. J. Merridew. 
1955. (Publishers Circular, 215.) 

Dynamic Factors in Industrial Productivity; by S. Melman. 
Oxford. 1956. (Blackwell, 22 6d.) 

Financial Planning in Industry; by Dr H. O. Goldschmidt. 
Leiden. 1956. (Stenfert Kroese, 471 6d.) 

A Guide to Compulsory Purchase and Compensation; by 
R. D. Stewart-Brown; 3rd edition. 1955. (Sweet & 
Maxwell, 18s 6d.) 

An Outline of the Law of Rating; by W. Scrivens and 
K. F. Goodfellow. 1955. (Sweet & Maxwell, 22s 6d.) 
Retire and Enjoy It; by C. Chisholm. 1954. (Phoenix 

House, 7s 6d.) 


Road Transport Law; by Le D. Kitchin; roth edition. 


1955. Cliffe, ros 6d.) 

Schedule A Tax: its assessment and collection; by D. L. 
Forbes, F.c.A. 4th edition. 1956. Gg & Co, 155.) 

The Scottish Bankruptcy Manual . e. by C. J. B. 
AO eR, th edition. Edinburgh. oss, (Green, 355.) 

A Summary of Auditing Case Law; by E. Taylor, 
F.c.A. 7th edition. 1956. (Textbooks, 8s 6d.) 

Treasury Control: the co-ordination of financial and 
economic policy in Great Britain; by S. H. Ber. Oxford. 
156. (Clarendon Press, 15s.) 


District Society Libraries 


Each provincial society has recently been presented by 
the Institute with certain books to improve the reference 
facilities available at its library. Members now have 
available in thirteen important provincial centres 
thoughout the country carefully chosen up-to-date 
libraries covering a wide range of subjects and it is 
hoped that members will take full advantage of these 
improved facilities. 


* 
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THE INSTITUTE OF MUNICIPAL | 
TREASURERS AND ACCOUNTANTS 
‘SEVENTY-FIRST ANNUAL CONFERENCE 


The seventy-first annual conference of The Institute 
of Municipal Treasurers and Accountants was held in 
‘Torquay on Wednesday, Thursday and Friday of this 
week, preceded by a reception and dance at the Town 
Hall on Tuesday evening. Over 1400 members and 
representatives of local and public bodies throughout 
the country attended the conference. 

Following an official welcome to the conference by 
the Mayor of Torquay on Wednesday morning, Mr 
"Dei Johnson, F.1.M.T.A., F.8.A.A., delivered his presi- 
dential address. At the afternoon session, Mr Paul 
Bareau, economic adviser to the News Chronicle and 
associate editor of The Banker, presented a paper 
entitled ‘Local authorities — culprits or scapegoats?’ 
A brief summary of. the paper is given later in this 
report. 

Annual General Meeting 

On Thursday morning, following the consideration, in 
open Session, DË Part A of the annual report of the 
Council, the seventy-first annual general meeting of 
the Institute was held. In the afternoon a paper on 
“The revaluation and its implications’ was given by Mr 
I. M. Cowan, M.B.E., F.1.M.T.A. (The paper is briefly 
summarized under the heading ‘Conference Sessions’ 
below.) We reproduce the following extracts from the 
report of the Council for 1955-56: 


EXTRACTS FROM REPORT OF THE 
COUNCIL FOR 1955-56 


Central and Local Finance: Revaluation . 


The Council has devoted much time during the past year 
to matters concerning the revaluation, and in view of the 
importance of this subject has decided to devote one of the 
sessions of this year’s conference to a consideration of this 
problem aad its implications. This will permit more 
detailed discussions to take place than would be the case 
if time were limited to the comparatively short period 
possible for any one item appearing in the annual report. 


Exchequer Grant Revision 


The Council reported to last year’s annual conference that in 
order most suitably to examine the present grant structure 
between the central and local government they had estab- 
lished a working party consisting of a group of financial 
officers under the chairmanship of Dr D. S. Lees, of the 
University College of North Staffordshire. This group has 
finished its work and a draft of their conclusions is in the 
hands of the Ministry. The full report is not yet available 
for publication, but will be issued as soon as possible. The 
Council feefs that the subject-matter of the report will be of 
interest to all finahcial officers although it will be clear that 
no such report could expect or hope to receive universal 
agreement, and indeed it is necessary to emphasize the 
independent nature of the report and that the Institute 
must not in any way be taken as subscribing as a body to 
the views therein expressed. 


Income Tax 


In pre-war days it was not unusual to see a large part of 
the annual repdit devoted to income tax matters, and the 
amounts involved were often considerable. Since the 
nationalization of the major trading undertakings, tax is 


a subject which bulks less in the minds of financial officers, 
especially as probably the majority of local authorities are 
on an interest assessment and are concerned only theoretic- 
ally in matters affecting Schedules A and D. Nevertheless, 
the Income Tax Committee continues to deal with a 
variety of general pointa raised by members and close 
liaison is maintained with the Inland Revenue. It may well 
be that with restricted capital expenditure and increasing 
rent levels many authorities will find themselves in the 
future once again on profits assessments and be forced to 


‘take a more immediate interest in tax problems. Some 


general points which have received attention during the year 
are mentioned below. In addition, advice has been given 
on specific matters both by the Committee and by Fimtax 
ITI. e 
Income Tax and Superannuation 


As foreshadowed in the last annual report the arrangements 
for the calculation and collection of income tax on super- 
annuation fund investment income, transfer values, 
returned contributions and lump-sum payments embodied 
in Appendix VII of the Agreed Rules have been put into 
force and it is quite evident that they are cumbersome in 
operation and often result after lengthy calculation in 
negligible figures. On the law as it at present stands it is not 
easy to devise a simpler method. When more experience has 
been gained, the Committee hopes to undertake an inquiry 
into the operation of the scheme so that a simpler arrange- 
ment can be introduced if at all possible. 

The Committee, on behalf of a number of members, has 
taken up with the Inland Revenue the contention that tax 
on the investment income of the unapproved part of a 
superannuation fund should be brought into the general 
set-off statément, but it is quite evident that if this matter is 
pressed the Inland Revenue are likely to re-examine their 
whole attitude to the approval of local authority auperan- 
nuation funds, probably to the disadvantage of most 
authorities. 


Schedule D, Case VI Assessments 


The Committee has noted with interest that an authority 
is seeking to maintain that excess rents assessments on 
housing estates may be set off against losses on games in 
public parks. The decided case of Barron v. Littman 
established that excess rents assessments would be set off 
against losses, but the difficulty in the case of local authori- 
ties has been to establish that activities assessed under 
Case VI of Schedule D were bona fide trading undertakings 
carried out with the object of making a profit. The Inland 
Revenue has always taken the view that if profits assessed 
under this case were merely incidental to the carrying out 
of, for example, a statutory public health function of a 
local authority, then there was no right of set-off of losses 
when they occurred. This view has never been successfully 
challenged. The present case will, therefore, be watched 
with interest. 


Students from Overseas 


In the last report a letter from the Secre of State for 
the Colonies to the Institute was included, which conveyed 
the thanks of that Department to the Institute and through it 
to all those local authorities who assist so regularly and 
willingly in the training of colonial students in British 
local government finance. The requests from the Colonial 
Office have continued unabated, and there are now very 
many such students receiving the hospitality of local 
government offices throughout the country. The Council 
is glad to be the medium through which these facilities 
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can be given although it cannot, of course, make these 
arrangements without the ready assistance of local authori- 
'ties and their chief officers. 


International Congress on Accounting 


|The Institute has acceptéd-an invitation to be represented at 
the next Internationg! Congress on Accounting which is to 
be held at the Hague in September 1957. 

It has also agreed to nominate a speaker on one of the 
principal subjects to be discussed, who will be Mr Ernest 
Sinnott, at present Vice-President of the Institute and whose 
| paper will be on “The internal auditor’. 


| Roll of Membership 
The membership of the Institute as at January ist, 1955 


jand 1956, is set out below. January Ist, January rst, 
! 1955 1956 
| Honorary Members .. 299 314 
| Honorary Fellows .. 2 29 28 
' Members — Fellows . 553 584 
Associates 2,003 2,100 
Students : 1,957 1,976 
° Accounts 


‘The revenue accounts for the year ended December 31st, 
1955, and a balance sheet at that date are published as an 
‘appendix to this report.! For the year under review there is 
‘shown o surplus of £1,120. Although the accounts for the 
last few years have always shown a modest surplus, the 
time has arrived when this position can no longer be 
expected... . The Council will, of necessity, need to give 
serious consideration to the future position and it may find 
it necessary to recommend at the next meeting some increase 
in subscription revenue which has been at its present level 


since 1946. 
Election of Officers 


As already announced, the following Fellows have been, 


elected to the respective offices for the year 1956~57: 
President: Mr Ernest Sinnott. 
Vice-President: Mr W. O. Atkinson, M.B.E. 
Honorary Treasurer: Mr John Ainsworth, M.B.E. 


: CONFERENCE SESSIONS 
‘Local Authorities: Culprits or Scapegoats?’ 


Presenting his paper on Wednesday afternoon, Mr Paul 
Bareau said that all too often people followed the advice: 
“When in trouble, look for the culprit — and if you cannot 
find him, for a likely scapegoat.’ In the present period of 
financial difficulty, the blame had often been placed on local 
authorities. 

He went on to say that the building up of industrial 
efficiency, the maintenance of our other sources of external 
income, and the honouring of our external responsibilities 


discouraged-work'and enterprise. The danger was ‘increased 
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ment’s floating debt. Long-term capital had in fact been 
financed by short-term borrowing and this had affected the 
liquidity of the banking system. The difħculties of the banks 
had also been increased by the method of financing the 
capital expenditure of the nationalized industries. These 
difficulties had now been recognized by the Government 
which had decided to take the financial needs of these under- 
takings under its own wing. 

Meanwhile, continued Mr Bareau, the local authorities 
had been forced to borrow in the market and could now only 
regard the Public Works Loan Board as a lender of last 
resort. The new policy had led to a considerable reduction 
in local authorities’ capital projects and the decline was 
continuing. 

In conclusion, Mr Bareau said that the new discipline 
bore the promise of continued retrenchment and suggested 
that treasurers were coming back into their own. In the days 
of artificially easy money, local authorities erred with the 
rest of the community, but they had led the retreat from the 
illusion of abundance of real resources. They were not 
culprits nor even scapegoats, but good examples to the ft 
of the community. 


‘The Revaluation and its Implications’ 


Mr Ian M. Cowan, eddressing the conference on Thursday 
afternoon, said that probably no other event in local govern- 
ment in England and Wales during the last twenty-five years 
had evoked such widespread interest and comment as the 
new valuation lists. The continued independence of local 
authorities depended on the succ€ssful working of the 
rating system, which provided the bulk of local revenfies. 
On the cessation of hostilities, Mr Cowan continued, a 
thorough overhaul of the local government financial - 
machine was required before extension of welfare services 
was begun. This was not possible and in an age of inflation 
and expanding services the rating system, based on what 
was virtually a static valuation list, was severely tested. © `- 


The New Lists 


Against this background, the first post-war revaluation had 
been completed and had aroused widespread interest. The 
rates levied were now much lower, the range for county 
boroughs being now ios to 21s against 15s to 31s 6d for 
1955~—s6. Reductions in rate poundages for 1956-57 were 
generally less than proportionate to the increases in assess- 
ments and this had occasioned adverse Press comment. - 
The White Paper-on the distribution of rateable values 
showed that householders as a class would pay about one- 
sixth less of the total burden, while occupiers:of'shops and 
offices would, in aggregate, pay. about one-third more. These 
figures were a consequence of the adoption of .1939 rental 
values as the basis of valuation of domestic: properties. 
` ee dE 


) .i The Need for Reform | 

In Mr Cowan’s opinion, the two most important outstanding 
matters affecting the local ratirig system’ were’ derating. and 
rent control; the need to terminate derating. was real and ` 
urgent, and rent control’ deserved the Government’s imme- 
diate attention. He thought that'if derating were to be con: 
tinued its burdén should -be<borne by the ‘State-and not by 
the local ratepayers. >: EG Sans. Ail eae EE 
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Investiture of New?Presidenti,:.). zu 
Yesterday morning: the. ¢onferencé was addressed by 
the Minister of Education, the Rt. Hon. Sir David 
Eccles, K.C.v.0., P.c., following. which: the investiture 
of the President-Elect, Mr Ernest Sinnott, F.1.M.T.A, 
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F.8.A.A., took place. ==- | ; Ce Ke 

The social arrangements’ included: ta coficerf at, thé 
Pavilion by invitation.of the) Mayor:and Gorporation, 
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NOTES AND NOTICES 


Personal 


Messrs Rooke, Hort & Co, Chartered Account- 
ants, of 83 Ebury Street, London, SW1, announce 
that Mr D. T. ROGERS, A.C.A., has been admitted to 
partnership as from April rst, 1956. The name of 
the firm will remain unchanged. 

Messrs PRIDIE, BREWSTER & Gorp, Chartered 
Accountants, of 2-3 Warwick Court, Gray’s Inn, 
London, WC1, announce that after nearly fifty years 
in practice, Mr C. J. BREWSTER, F.c.A., has retired 
from the firm. They also announce that they have been 
joined by Mr M. E. LERMIT, F.c.a., and Mr W. C. 
Borg, F.c.A., of Messrs Craic, Son & LERMIT. 
The name of the firm will remain unchanged. 

Messrs Jonn Tarr & Co, of Bank Chambers, 
8 Church Street, St Helens, announce that following 
the admission of Mr A. H. PICKAVANCE, A.C.A., 
A.3.A.A.. and Mr A. J. B. MAWDSLEY, A.C.A., A.S.A.A,, 
to membership of The Society of Incorporated 
Accountants, the style of the firm has been changed 
from Accountants te Incorporated Accountants. 

Mfssrs LEGGE, TERRY & SWINDELLS, Incorporated 
Accountants, of Hurdis House, Broad Street; Seaford, 
Sussex; ‘New Olives’, Uckfield, Sussex, and 32 High 
Street, Tunbridge Wells, Kent, announce that Mr 
R. E. GENTRY, A.C.A., has been admitted to the partner- 
ship. The name of the firm will remain unchanged. 


Professional Note 


Mr R. W. Moon, B.LITT., A.C.A., has taken up an 
appomtment with the British Iron and Steel 
Federation as an economist. 


P In Parliament 
Expenses Allowances, Public Boards: 
Income Tax 


Vice-Admiral Hucues HALLETT asked the Chancellor 
of the Exchequer how expenses allowances paid to 
members of the boards of nationalized industries are 
dealt with for income tax purposes. 

Mr H. MACMILLAN: Expenses allowances paid to 
members of public boards engaged in trade are assess- 
able to tax as income in the same way as expenses 
allowances paid to directors of companies. A deduc- 
tion may be claimed in respect of expenses incurred 
wholly, exXtlusively and necessarily in the performance 
of the duties of the office. j 


Hansard, June 5th, 1956. Written Answers. Col. 38. 


£ Sterling: Purchasing Value 
Mr bE Frerras asked the Chancellor of the Exchequer 
if he will bring up to date the table published on May 
4th, 1956, shqwing how the internal purchasing value 
of the £ sterling has varied month by month, taking 









Mr H. MacmiLian: The figure for April 1956, « 
based on the Ministry of Labour’s Index of Retail 
Prices, is 16s 4d. g 


Hansard, June 5th, 1956. Written Answers. Col. 39. 


Accountants 


Mr E. JOHNSON asked the Secretary of State for War 
how many professional accountants are employed by 
his department; and on what branches of the work of 
the department they are engaged. 

Mr Heap: Three cost accountants are employed in 
the Contracts organization. . 

Mr Joxnson: Would it not reduce the possibility 
of error in the keeping of the accounts, and, indeed, 
be more economical in the long run, to employ pro- 
fessional accountants instead of leaving the work to; 
those who have no special training in accountancy? 

Mr Heap: That question was gone into in some 
detail by the Crick Committee. I have not time now 
to go into the details, but, broadly speaking, we train 
our own audit people on the accounting side and we 
do not think the importation of a large number of 
outside accountants would be a desirable step. The 
Committee did not recommend that we should. 


Hansard, June sth, 1956. Oral Answers. Col. 851. 


Bankruptcy Laws 


Sir F. Mgpricotr asked the President of the Board of 
Trade if he is aware of the extent to which the bank- 
ruptcy laws are used by debtors to exploit their 
creditors; if he is satisfied that the law in regard to 
bankruptcy offences is being adequately enforced; 
and if he will make a statement. eo 
The Parliamentary Secretary to the Board of Trade 

(Mr Derek WALKER-SMiTH): I am not aware that 
the bankruptcy laws are being used by debtors to 
exploit their creditors; but, if my hon. friend has 
evidence of such exploitation, I suggest that he should 
bring it to the notice of the Committee op Bank- 
ruptcy Law Amendment which is sitting under the 
chairmanship of His Honour Judge Blagden. I have 
no reason to think that the law in regard to bank- 
ruptcy offences is not being adequately enforced. 


Hansard, June 5th, 1956. Oral Answers. Col. 863. 


OK ECO Fiscal Committee 


The recently-formed Fiscal Committee of Organiza- 
tion for European Economic Co-operation, held its 
first meeting in Paris on May 23rd and 24th, 1956, 
under the chairmanship of Dr A. J. Van den Tempel, 
Deputy Director-General of the Ministry of Finance 

of the Netherlands. 
The committee has been set up for the study of 
Eiere relating to double taxation and of other 
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tax by two different countries on the same taxable 
| item created obstacles to the development of inter- 
| national trade and investment and that action should 
be undertaken between member countries to remove 
these difficulties. The Fiscal Committee has conse- 
quently been instsucted to study these problems and 
to submit concrete proposals for the elimination of 
double taxation in the field of direct and indirect 
taxes as well as of inequalities in taxation on grounds 
of nationality. 

At its meeting the committee decided upon the 
first studies to be undertaken, and it will meet again 
in October to consider the result of the work of the 
study groups it has set up. 


Birmingham and District Society of 
' Chartered Accountants 


The seventy-fourth annual report of the Birmingham 
and District Society of Chartered Accountants, 
presented at the annual general meeting of the 
Society, held on May 28th, shows an increase in 
membership during the year of 28-—from g6o at 
April 30th, 1955, to 986 this year. The total includes 
branch membership as follows: Wolverhampton 
Branch, 112; Coventry Area Branch, 82; Stoke-on- 
Trent Area Branch, 54. The latter attained full 
branch status during the year. 

Five Society meetings have been held during the 
1955-56 session, in addition to meetings of the two 
Discussion Groups. ‘The subjects covered by Group 
A included taxation, auditing and general profes- 
sional matters. Group B is composed SS of 
accountants in industry and commerce. 

A joint conference on management accounting 
with the London and District Society is to be held at 
Queen’s College, Oxford, from July 6th to 8th, 1956. 
The following officers have been elected for 1956-57: 

President: Mr R. B. Leech, M.B.E., T.D., F.C.A. 

Vice-President, Mr Stanley Dixon, M.A., A.C.A. 

Hon. Secretary: Mr D. F. Dodd, T.D., F.c.4., c/o Messrs 
Wenham Bros. & Co, P.O. Box No. 112, 21 Bennett’s 
Hill, Birmingham, 2. 

Hon. Assistant Secretary: Mr E. J. Newman, M.A., F.C.A. 


Hon. Treasurer: Mr G. S. Major, F.c.A. 
Hon. Librarian: Mr W. F. Tidswell, A.C.A. 


Chartered Accountants’ Golfing Society 


The annual match against the London Solicitors’ 
Golfing Society was held on the course of the Royal 
Ashdown Forest Club on May 26th, and resulted in 
a win for the Chartered Accountants by six matches 
to two. 

The match was played on level terms by four- 
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somes and two representative sides were engaged. 
At lunch-time the sides were level, each having won 
two matches, but in the afternoon the Accountants 
prévailed in all four games. 

On the Accountants’ side, J. K. Dick, this year’s ` 
captain of St George’s Hill, played very steadily all . 
day and in partnership with J. H. Beresford in the 
morning, and with W. S. Hayes in the afternoon, 
won both his matches. Beresford and his partner of 
the afternoon had seven threes in their round, four 
of them being at successive holes from the eighth oo 
eleventh, turning a deficit of two down into one up. 
They came back in thirty-five strokes to win two up. 


The final results were as follows: 


Morning 

T. W. Auker and H. Lemmon lost to H. W. Meaby æd 
F. G. Petch (3 and 2). 

W, S. Hayes and J. B. P. Williamson beat P. F. Ralphs 
and H. Mott (1 up). 

J. K. Dick and J. ro ae beat G. B. Shaw and B. L. 
Hutchings (4 and 3). 

H. W. Pitt and D H Webb lost to F. R. Furber and 
F. L. Perkins (2 and 1). 


Afternoon 


J. K. Dick and w. S. Hayes beat®F. G. Petch and E.R 
Furber (4 and 3). 

J. Beresford adi B. P. Williamson beat H. W. Meaby 
and P. F, Ralphs (2 up). 

T. W. Auker and D. E. Webb beat R. C. Turner and 
H. Mott (1 up). 

H. Lemmon and H. W. Pitt beat B. L. Hutchings and 
G. B. Shaw (4 and 3). 


Sheffield and District Society of 
Chartered Accountants 


The seventy-fourth annual general meeting of the 
Sheffield and District Society of Chartered Account- 
ants was held ọn May 28th, in the Library, Campo 
Lane, Sheffield, 1, when the report of the committee 
for 1955 was received and adopted and the new 
officers were elected for the ensuing year. 

The annual report gives the Society’s membership 
at December 31st, 1955, as 231 — am increase of ten 
on the previous year. Four lecture meetings were held 
in association with the Sheffield Society of Incor- 
porated Accountants, ani particularly successful 
were the two luncheon meetings at which the guests 
were newly-qualtfied chartered accountants in the 
district who were introduced to members. 

The report laments on the poor attendance at 
students’ classes ~ less than half the members of the 
Students’ Society registered — and urges principals to 
give encouragement and time to thejr articled clerks 
to attend these lectures. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 
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The following were elected officers of the Society 
- for 1956-57: 
President: Mr Bernard Thomas, F.c.A. 
Vice-President: Mr Frank Downing, F.C.A. 
Hon. Secretary: Mr M. Sheppard, a.c.a., Imperial 
Chambers, Norfolk Row, Sheffield, 1. 
f Hon. Treasurer: Mr Harry Wharam, F.C.A. 
Hon. Auditor: Mr Sydney Jones, F.C.A. , 
Members newly elected to the committee were Measrs 
A. M. Bird, A.C.A., H. Bowker, F.c.a., C. E. Copley, 3.8c., 
F.c.A., and K, H. Glossop, A.C.A. 


Mr Percy E. Smith, F.C.A., proposed the vote of 
thanks to the retiring President, Mr G. A. Whitting- 
ton-Smith, LL.B., F.c.A., for the excellent way in 
which he had carried out his duties during the past 
year. This was seconded by Mr A. G. Smeeton, 


F.C.A., and carried with acclamation. 
a 


Official Receiver Appointments 


The Board of Trade has announced that Mr J. B. 
Clemetson has been appointed an assistant official receiver 
for the Banruptcy District of the County Courts of Cardiff 
and Barry; Blackwood, Tredegar and Abertillery; Newport 
(Mon.); Pontypridd, Ystradyfodwg and Porth; and the 
Bankruptcy District of the County Courts of Swansea; 
Aberdare; Abery ; Bridgend; Carmarthen; Haver- 
fordwest; Me Tydfil; and Neath and Port Talbot, the 
appointment taking effect from June 6th, 1956. 

Mr R. B. Howard has been appointed an assistant 
official receiver for the Bankruptcy District of the County 
Courts of Birmingham; Coventry; Dudley; Hereford; 
Kidderminster; Leominster, Stourbridge; Walsall: Warwick; 
West Bromwich; Wolverhampton and Worcester. This 
appointment takes effect from May 30th, 1956. 


Our Weekly Problem 


No. 123: BATTING ORDER 


Charles Sidate had received an invitation to play for 
the Crackers Cricket Club, of which his friend Ivor 
was the secretary. 

‘If we find ourselves next to each other in the 
batting order’, he said to Ivor, ‘we'll run everything 
and “get it in singles” like Hirst and Rhodes.’ 

‘If you run me out,’ said Ivor gloomily, ‘Pl see 
you never get another invitation.’ 


What are the odds against Charles and Ivor finding 
themselves next to each other in the batting order? 


The answer will be published next week. 


ANSWER TO No. 122: THE PULL oF DISTINGUISHED SPEAKERS 
x==number of old members; y=number of new members 


zax+ady—16(x-+y)4 10$ 
-° a 32X äisen At 
e x18 15 or 43 
$ y is 17 or 49 S 


There were 49 new members. 
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Facts about the United States 
An excellent little ninety-six-page handbook, giving 
a small but very clear picture of the United States, | 
illustrated with many photographs, has been dis- e 
tributed by the United Statés” Information Service, 
London. There is information off a wide range of 
topics such as land and people; manufacturing 
industries; mineral . resources; and foreign policy. 
The booklet also includes a comprehensive pictorial 
map of the United States showing the principal 
regional resources, products and national features. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant op JUNE 18TH, 1881 
Letter to the Editor entitled 
CHARTERED ACCOUNTANTS 


Smr,—So long as the present anomalies exist I 
certainly shall not apply for admission to the Institute. 
I see by your paper that an admitted Associate has been , 
requested to resign because he has accepted an ap- 
pointment with a firm of auctioneers; and yet in the 
daily papers I see an A.C.A. advertised as the Secre- 
tary pro. tem. of a speculating company which is 
brought out under the auspices of one of the first firms 
of accountants in London. 

“If it is derogatory to the profession for an A.C.A, 
to be connected with auctioneers, who are profes- 
sionals in the same sense as accountants are, it 
certainly cannot be creditable for an A.C.A. to be 
associated as an employé with a speculation in the 
most parvenu capital of civilised Europe. Perhaps 
the Council can explain! 

Your obedient servant, 
A PRACTICAL ACCOUNTANT. 


P.S.—I would advise the “auctioneering” A.C.A. ` 
to tender his subscription and defy the Council fo 
refuse it. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, In collabor- 
ation with Taxation Publishing Co Led, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as ible after the Mana Tipi of hls Judgment has been approved by the 
Judge and is avaliable dk EVERY Income tax, E.P.L, profits tux, stamp duty, 
and estate duty judgment In the English and Scottish Courts is reportad 
LV The reports are accredited for citation In Court, and are prepared by 

r N, E. Mustoe, Q.C. ye The reports Includes full reports of the Judgments 
with detailed head-notes dr Tables of cases and of statutes judicially con- 
sidered, and a subject Index, are provided at the and of the year on 
completion of each volume. E 





Annual Subscription 30/~ post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-9 
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THE FINANCE BILL 


SELF-EMPLOYED PENSIONS 


URING the somewhat protracted committee stage of 
D the Finance Bill important new concessions were 

announced or granted in connection with the proposed 
relief for premiums paid by self-employed persons to secure 
deferred annuities on retirement. 

As we pointed out in a leading article in our issue of May 26th, 
clause 18 of the Bill as originally drafted had the effect of entssely 
excluding from benefit every self-employed person who also had 
part-time employment, no matter how trivial, if it provided a 
pension, no matter how small. The FINANCIAL SECRETARY TO THE 
‘TREASURY has now announced that the CHANCELLOR would bring 
forward on the report stage an amendment which would have 
the broad effect of allowing these ‘two-job men’ as he called them, 
to pay qualifying premiums, for deferred annuitieg, up to ao per 
cent of their earnings from sources other than from pensionable 
employment. The maximum figure on which relief could be 
allowed under clause 18 would be suitably reduced so that taking 
pensionable and non-pensionable income into account, the two- 
job man will not get more relief, in the aggregate, than a man 
who is wholly self-employed. 

The maximum period during which an annuity secured by 
allowable premiums could be paid for a term certain was five 
years only (clause 18 (3) (di. This is in accordance with common 
insurance practice, but the Government has accepted an amend- 
ment increasing the period to ten years, so as to encourage those 
persons who hesitate to enter into a contract of this kir®l owing to 
the possibility ‘that they might not live to receive the annuity 
for very long. The CHANCELLOR also agreed to increase the 
overriding maximum premiums from {500 per annum to £750, 
in order to assist those whose incomes fiyictuate violently. 

In our leading article already referred to we criticized the 
Government’s refusal to allow a higher percentage than 10 per cent 
of earnings to those self-employed people who were no longer 
very young and therefore had a shorter time in which to build up 
a retirement annuity. We pointed out that this was not a case of 
asking for retrospection. The FINANCIAL SECRETARY has now 
announced that pfovision will be made for older people but in 
a manner much simpler than that recommended by the Millard 
Tucker Committee. For persons born before 1916 there will be 
an addition to the 10 per cent, rising with each year of age to a 
maximum of 15 per cent for persons born before 1908. The 
income will be granted irrespective of what the taxpayer has been 
doing in past years, but there will be limitations Where he has 
already acquired some pension rights. 
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NOTICE OF DIRECTORS’ MEETINGS 


by R. BUCHANAN-DUNLOP 


HE Companies Act contains many pro- 
visions dealing with the manner in which 
meetings of shareholders shall be con- 
‘vened and held, and the articles of individual 
companies contain many special clauses con- 
cerned with the same matter. But neither in the 
Act nor in the articles of a company does one find 
much guidance in respect of a meeting of directors. 
_It is not surprising, therefore, that questions 
have arisen in the Courts‘on a number of occasions 
coffterned with the proper manner of convening 
and holding such meetings. 

One of these questions, which I propose to 
‘consider -in this article, is whether the directors 
are entitled to notice of a meeting, and if so, in 
what form it should be. 

In considering this question one starts off with 
the geperal preposition — which, like most propo- 
sitions, is subject to numerous qualifications — 
that the directors are unable to transact any 
. business unless it is transacted at a properly 
constituted meeting,’ and, in particular, it is 
not sufficient to procure the separate authority of 
a sufficient number of directors to constitute a 
quorum or of all the directors, unless the articles, 
like regulation 106 of Table A, so provide*. As 
‘Lord Campbell said in Smyth v. Darley? in a 
passage quoted in Young v. Ladies Imperial Club* 

‘They were all entitled to be specially summoned 
and if there was any omission to summon any of 
them unless they all happened to be present or 
unless those not summoned were beyond sum- 
moning distance ~as for instance abroad — there 
could not be a good electoral assembly.’ 


It will be noticed that Lord Campbell in this 
passage offers two exceptions to the general rule 
and it is perhaps convenient to deal with these. 

One would have expected it to be fairly obvious 
that if all the directors were present they would be 
entitled to transact any business that could pro- 
perly be transacted by the board. But this 
proposition is not altogether true, for even though 
they are all present, each director must infi- 


1 Haycraft Gold Reduction and Mining Co ([1900] 2 Ch. 230); 
Harben v. Phillips (883) - Ch.D. 14); United States v. 
Interstate R. Co (14 E. 28). 


2 Haycraft Gold Reduction = Mining Co (supra); 
Tamar etc. Railway ((1867) L.R. 2 Ex 158). 


2 H.L.C. 789,803. 
t [1920] 2 K.B. 523. 


D’ Arcey v. 


'vidually agree that they are meeting as a board. 


Thus in Harris v. The English and Canadian Co 
it was held by a Canadian Court that a director 
was not to be trapped into attendance of a meeting 
against his will, though if all the directors were 
present and participated in the meeting it was 
duly and legally held. The Court in this country 
was faced with the same question in the well- 
known case of Barron v Potter® where it was 
held that a casual meeting at the office of the 
company would not be a board meeting at the 
option of one director against the will and inten- 
tion of the other even though notice convening 
such a meeting had been sent by one to the other, 
at any rate if the notice had not been received by 
the other; still less could Mr Potter meet Canon 
Barron at Paddington Station and force a meeting 
on him. 

This principle was applied in a strange case 
in New Zealand’, where there was some dispute 
as to the appointment of a director, for there, 
the Court said, the two defendant directors were 
claiming that they were attending a meeting of 
three directors while the plaintiff and the dis- 
puted director were claiming that they were 
attending a meeting of four directors, and there 
was no will or intention on the part of the one 
pair to attend a meeting of four directors or of 
the others to attend a meeting of three, and 
consequently there was no proper meeting. 


The American Courts have taken the same 
view.® In Stobo v. Davis Provision Co? two directors 
in New York came to Chicago and walked into 
the office of the third director who was secretary 
and moved a resolution to oust him from that 
position. It was contended that, no notice having 
been. given to him, it required not only his 
presence in the room but also his consent to the 
holding of the meeting, but the Court held that 
the meeting was properly convened for every 
director was present and participated until such 
action was proposed as was distasteful to one, 
who then withdrew. 


P 3 Western L.R. 5. 


* [r914] 1 Ch. 895; followed in America in Zachary v. Milin 
(293 N.W. 77°). 


? Re C. M: Banks Ltd ((1936) N.Z.L.R. 350). 
3 Zachary v. Milin (supra). 
Sea Ill. App. 440. 
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"Directors Beyond Summoning Distance 


The second exception given by Lord Campbell 
is that a director need not be summoned if he is 
beyond summoning, distance, as for instance 
abroad. This exçeption requires closer study and 
must be treated with some care for it runs counter 


= to the general rule that a company is entitled to 


the combined wisdom of its board. It is not 
always easy to say whether or not a director is 


= beyond summoning distance and, in view of the 
_ speed of air travel, absence abroad may not 
_ today be a sufficient test. This was recognized 


i ` op 


-= mp > — eben ee — 


even in 1890, for in Halifax Sugar Refining Co v. 
Francklyn' Stirling, J., said: 


‘Now undoubtedly it is clear law, and I desire 
in no way to infringe on it that as a general rule 
every director who is within reach ought to have 
notice of every board meeting of the company. ... 
Now I am not going to lay down this, that mere 
absence from the country is sufficient to excuse 
notice to a director who is residing out of the 
country. If there was a company which had its 
registered office in Dover and was in the habit of 
holding its directors’ meetings there, I should not 
say that residence at Calais excused the board of 
that company from summoning a director who 
resided at Calais to come across.’ 


This dicta was followed in South Africa in 
African Organic Fertilizers v. Premier Fertilizers? 
but there the Court went further and indicated 
that if the business to be transacted was con- 
tentious, the degree of inaccessibility would have 
to be very great, whereas if the business was 
non-contentious but required immediate atten- 
tion the degree would be much less, particularly 
where the absent director knew and approved 
of the formal business to be transacted. 


This may also be true in this country, for the 
degree of inaccessibility must depend upon the 
length of notice that is required for particular 
business, and this in turn must, to some extent, 
vary as to whether the business is formal and 
urgent, or special and contentious. The principle 


has been recognized in America, for in Baker v. ` 


Marvel Creek Mining Co it was held that lack of 
notice may be excused in the case of an emergency 
calling for immediate action. 


At one time the English Court was inclined to 
accept the test of absence abroad and the Cana- 
1 (1890) 62 L.T. 563. » 

* (1948) 3 S-A.L.R. 233. 


ES a and see Hayes v. Canada A. & P. S.S. Co 
(x 28 
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dian Court, followirig a statement: inan English 
text-book which was in fact’:concertied. with 
notice of general meetings, applied this test in a 
case where the managing director of an English 
company and another director were in British ` 
Columbia on the company’s business, and the 

remaining directors held a meeting in London, 
without giving them notice, to dismiss the 
managing director from his ofice. Much the 
same test applies in America. Thus in Baker v. 
Marvel Creek Mining Co the Court said that 
where it is either impossible or impracticable to 
give the required notice or any reasonable notice 


‘then it may be excused and the business trans- 


acted will be valid notwithstanding that nosbce 
was not given and that all the directors were 
not present.§ 

Table A now provides in Regulation 98 that 
notice need not be given to a director absent 
from the United Kingdom, it was, however, 
held in African Organic Fertilizers v. Premier 
Fertilizers’ that such a provigion in a company’s 
articles was not exhaustive, and that tonse- 
quently directors who were not abroad SES 
still be inaccessible. 


Illness of a Director 


‘The same exception would apparently extend to 
a case where a director was dangerously ill. Thus 
in Young v. Ladies Imperial Club® Scrutton, 
L.J., said: 

‘Every member of the Committee ought, in my 
view, to be summoned to every meeting of the 
Committee except in a case where summoning 
can have no possible result, as where tae member 
is at such a distance that the summons cannot 
effectively reach the member in time to allow him 
or her to communicate with the Committee. Ex- 
treme illness may be another ground, though I 
should myself require the illness to be extremely 
serious, because a member of the Committee 
receiving a notice to attend may either write to 
ask for an adjournment of the meeting or express 
his views in writing to the Committee, and I 
should require the illness to be such as te prevent 
that form of action being taken on recetying notice 
gf such a meeting.’ e 


t Windsor (C.S.) Ltd v. Windsor ((1912) 21 Western 
L.R. 137). 
* (supra). 


ë See also Chase v. Tuttle ((1888) 35 Conn. 455), Nattonal 
Bank of Commerce v. Shumway ((1892) 30 P. 411.) 


T (supra). 


è (supra). 
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.” It will be noticed in this dicta that the learned 
lord justice indicated as a reason for his view 
that, even if he was unable to attend the meeting, 
the director could express his views in writing. 
This consideration can, however, only be of 
` moment where the notice includes notice of the 
business to be transacted and, as we shall see 
later, such notice is not usually required as a 
matter of law in the case of a board meeting and, 
where it is not required, it is no doubt sufficient 
if the illness is so serious as to preclude actual 
attendance at a meeting within a reasonable 
time. 


Although it has been stated that notice must ' 


Depgiven to every director, such notice will be 
implied where there is a custom to hold meetings 
regularly. Thus, Lindley, L.J., said in La 
Compagnie de Mayville v. Whitley! that it is not 


uncommon for directors conducting a company’s. 


business to meet on stated days without any 
previous notice being given of the day. This 
Custom is also recpgnized in America,? and in 
particular in “American Exchange National Bank 


o. Spokane Falls First National Bank® the Court- 


found a custom of the directors to hold meetings 
whenever they deemed the same to be necessary, 
and that they generally held. meetings during 
business hours whenever a sufficient number 
were available to constitute a quorum. Such a 
custom is unlikely. to be recognized in this 
country for it runs counter to the principle that 
the company is entitled to the combined wisdom 
of the directors, a principle which in fact is also 
recognized in America. 


Length of Notice 


The next question to be considered is what 
length of notice should be given. It has already 
been seen that this will depend to some extent 
on the location of individual directors and on 
their availability. But even if the notice is of 
sufficient length to enable the director to attend 
this may still be too short. Thus in Browne v. 
La Trinidad’ a meeting was summoned in order 
to convene a general meeting to remove Browne 
from the board; he was given ten minutes’ notice 
of the meeting.and it would only have taken him 
five minutes to reach it. The Court indicated 


1 [1896] 1 Ch. 788. 
2 See United States v. Interstate R. Co (14. F. 2d E 
3? Ra F. 961. 
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that if he had objected immediately or withih a 
reasonable. time, the meeting would have been 
invalid. In Re Homer. District etc. Mines® a few 
hours’ notice was clearly insufficient for it was 
not received by one director ‘until the following 
day. . 

In America it has been held that each director 
must have personal notice affording him a reason- 
able opportunity of attending and it seems that, 
in the absence of practice allowing shorter notice, 
notice received on the morning on which the 
meeting is to be held is insufficient.’ In Hero v. 


. Consumers’ Lumber Manufacturing & Export Co 


the Court said that it did not follow that a day’s or 
two days’ notice would be considered insufficient 
if it appeared that the time was ample to enable 
the notified. member to be present, or, as stated 
in Benjamin R. Covert v. Nelson F. Rogers? 
the. person must have a reasonable time after 
receiving the notice to reach the place of the 
meeting in a customary manner. 

Furthermore, a director is entitled to receive 
notice of a meeting even though he has no right 
to vote at it on the particular business to be 
transacted. 10 


Waiver of Right to Notice 
It has been held in this country that a director 
cannot waive his right to receive notice so as to 
excuse the company from sending notice to him. 
Thus Re Portuguese Consolidated Copper Mines}! 
decided that a person who ought to be summoned 
could not dispense the convenor of the meeting 
from summoning him by saying ‘T shall not be 
able to come, you need not summon me’. And 
this was true even if it was proved that. he would 


~- not have attended.?” 


One can understand the reason for iis. in 
cases such as Young v. Ladies Imperial Club, 
where it was accepted that the notice should 
include notice of the business, for, even if he 
could not attend, the director could send a 
written statement of his views, but there seems 
little reason for it in other cases where notice of 


* (1888) 39 Ch.D. 546. 

" See Mercantile Library Hall Co v. Pittsburgh Library 

Association (33 A. 744). 

FT 48 So. 989. 

3 ((1878) 38 Mich. 363); and see Phoenix Insurance Co v. 
n ((1863) rr Mich. sor). 


1° Grimwade v. B.P.S. Syndicate Ltd ((1915 
531), John e & Sons (Salford) Ltd o 
K.B. 113 


31 T.L.R. 
haw ((1935) 
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the business is not required. The rule is not 
followed in America; thus in Holcombe v. Trenton 
White City Cot the Court said: 


‘The reason and principle Peer these 


decisions is this: each member of a corporate body - 


has the right of consultation with the others and 
has the right to be heard upon all questions con- 
sidered and it is presumed that if the absent 
members had been present they might have 
dissented and their arguments might have con- 
vinced the majority of the unwisdom of their pro- 
posed action, and thus have produced a different 
result. If, however, they had notice and failed to 
attend they waived their rights, likewise if they 
signed a waiver of notice prior to the meeting.’ 


In Seal of Gold Mining Co v. Slater* a meeting 
- was regularly called and one director told another 
that he would not attend. The latter director, 
believing that a quorum would not, in conse- 
quence, be present, stayed away. It was held that, 
the first director attending, the meeting could 
transact its business. 


Notice of the Business to be Transacted 


Finally, it is necessary to consider whether notice 

| of the meeting should contain notice of the 
| business to be transacted at it. The Court of 
ı Appeal has said that as a matter of law this is not 
i necessary, though as a matter of prudence it is a 
ı very wise thing to do. Lindley, L.J., in the case 
| in question? stated that the reason for this 
S | distinction between general meetings and board 
aa etips was that the directors received payment 
for their services and had a duty to go where 

| there was business to be done and to attend to 
| that business whatever it might be. In the earlier 
case of Halifax Sugar Refining Co v. Francklyn,* 

| Stirling, J., suggested that where there was a 
\distinction in the articles between ordinary and 
‘special business, it might be. necessary to give 
notice of the special business. Furthermore, in 
‘Young v. Ladies Imperial Club® it was accepted 
that notice of the business should be sent to the 
member of the committee, but she was pre- 
sumably unpaid and the principle may well be 
different in the case of a club. In America in 


ee N.J.(Eq) 122; and see Las Ovas Co v. Davis (35 
* App. D.C. 372). 


120 P. 15. , 

3 La Compagnie de Mayville v Whitley (räoplf Ch. 788). 
t (1890) 62 L.T. 563. 

«supra 
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Homan. v. Fir Products. Co® it was held that 
notice of a special meeting need: not specify the 


. object; at any rate where the object is the transac- 


tion of ordinary business.” 

If notice of the business to be transacted is . 
sent to the directors it seems probable that the 
meeting could not deal with any business outside 
the notice. This was held to be the case in 
America in Mercantile Library Hall Co v. Pitts- 
burgh Library Association. and in Lippelv. Hirsch? 
the business stated in the notice was to sell the 
company’s business and to deal with such other 
business as might come before the meeting; it was 
held that this did not enable the directors present 
to execute a lease of the company’s premises™ 

It will be seen from the above analysis that the 
law applicable to notices of directors’ meetings 
is not altogether clear, though certain principles 
do appear. The first of these is that, unless the 
articles otherwise provide, it would seem prudent, 
in practice, except in the case of an emergency, to 
send notice of any contentious bysiness to all 
the directors whose addresses are known, even 
though they may be abroad, so as to enable them 
at least to express their views in writing before 
the meeting. It follows in such a case that the 
length of notice will depend upon the location of 
the individual directors. 

_In the case of non-contentious business it will 
be unnecessary to state the proposed business in 
the notice and the length of notice will depend 
either upon custom or upon the urgency of the 
business. In such cases it will not be necessary 
to send the notice to directors who are so in- 
accessible as to be unable to attend the meeting, 


having regard to the methods of travel available 


to them. 

Where, however, there is an article SE to 
Regulation 98 of Table A providing that notice 
need not be given to directors who are absent 
from the United Kingdom, this generally 


simplifies the question and enables meetings 


to be convened to consider contentious matters at 
fairly short notice. If notice of the business to be 
transacted at a meeting is included in the notice 
of the meeting, the same rules will, it is thought, 
apply to the nature of the notice as apply to the 
nature of the notice required in the case of a 
general meeting, and it would seem in such a case 
the meeting cannot deal with business which is 
outside the notice. 


"212 Fs 240. 
’ Ashley Wire Co v. Illinois Steel Co (45 NR 410). 


*33 A. 744. 
$? (1953) 119 N.Y.S. ad. 453. 
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Grouping for Profits Tax Purposes of Principal and Subsidiary Companies 
d Ge by MAX ENGLARD, B.A., LL.B. ; 


HE subject of grouping, which account- 

ants regularly encounter in the course of 

their practice, has recently been in the news 
again. There was the interesting decision of 
Chloride Batteries Lid v. Gahan (Inspector of 
Taxes) ([1956] 1 W.L.R. 391), in the House of 
Lords, and the proposed legislation announced 
byghe Chancellor of the Exchequer in his Budget 
speech to close a loophole in the profits tax 
provisions revealed by last year’s decision of the 
Court of Appeal in the Heelex case. 

By Section 22, Finance Act, 1937, as amended 
by later legislation, a principal company can, by 
giving written notice to the Inspector, elect to 
have its profits aggregated with that of its sub- 
sidiary compfnies for profits tax purposes. For 
this section to be applicable the companies must 
be resident in the United Kingdom and the 
notice must be given during or within six months 
of the end of any chargeable accounting period. 
The Commissioners have power to extend this 
period. 

Definition of Subsidiary 

The meaning of ‘subsidiary company’ is defined 
by Section 42 (1) of the Finance Act, 1938. By 
that section, a company is deemed to be a sub- 
sidiary of another company so long as not less 
than 75 per cent of its ordinary share capital is 
owned directly or indirectly by that other 
company. | 
Effect of Notice 
Once notice is given, the grouping remains 
operative for all chargeable accounting periods 
during which the companies stand in relation- 
ship of principal and subsidiaries to one another 
(unless notice withdrawing the original notice 
was given under Section 38 (5) of the Finance 
Act, 1947). 

Where a notice of grouping is in force and 

‘the subsidiary . . . pays to the principal ¢om- 

pany an amount by way of reimbursement of 

po tax which by virtue of the notice having 

een given is payable by that company for any 
chargeable accounting period . . . and the prin- 
cipal company and subsidiary jointly so elect by 
notice in writing . . . the amount so paid... 
by the subsidiary to the principal company shall 


for all the purposes of the Income Tax Acts be ` 


treated — 


(i) as regards the subsidiary, as an amount of 
profits tax payable in respect of its profits 
d 


... an 
(ii) as regards the principal. company as reduc- 
ing the amount of the profits tax payable by 
the principal company for the chargeable 
accounting period to which the payment 
relates (Section 38 (3) of the Finance Act, 

1947). 

The Chloride Battertes case (supra) turned on 
the interpretation of this subsection. 'The com- 
pany was a wholly-owned subsidiary of Chloride 
Electric Storage Co Ltd which had given notice 
of grouping under Section 22, Finance Act, 


1937. By virtue of this notice, the parent com- '- 


pany was assessed to {209,437 profits tax in 
respect of the aggregate profits for the chargeable 
accounting period ending December 31st, 1950, 
the first year of trading of the subsidiary. Had 
they been assessed separately, the principal com- 
pany’s profits tax liability for that year would 
have amounted to £131,742 and that of the sub- 
sidiary to £191,420, the size of the latter amount 
being due to the fact that if no notice of grouping 
were operative and the companies were assessed 
separately, the subsidiary would have been 
chargeable at the higher rate by way of distribu- 


tion charge in respect of dividends paid by it to ` 


its parent company. 

The company paid {191,420 to its parent 
company by way of reimbursement under Sec- 
tion 38 (3) of the Finance Act, 1947, and claimed 
to be entitled, under the Jaw then prevailing, to 
deduct this amount from its profits computation 
for income tax purposes by virtue of that section. 

Being its first year of trading, this would not 
only have reduced its first assessment but prob- 
ably be reflected in lower assessments for the 
first three or possibly four years. The company 
argued that as a matter of construction the words 

‘. . . profits tax which by virtue of the notice 

having been given is payable by that company. . .’ 
in Section 38 (3) (b); Finance Act, 1947, mean the 


company, though in fact it sought to deduct only 
the ambunt it would have been liable to pay 
had it been assessed separately to profits tax. 
The Inland Revenue contended that the words 
in ‘the section must be construed as meaning the 


total amount of profits tax payable by the parent = 
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difference of the amounts the principal com- 
pany would be liable to pay had it been assessed 
separately and that it was liable to pay by virtue 
of a notice of grouping being in force —in the 
present case £77,665. 

The Special Commissioners and the Court of 
first instance decided this point in favour of the 
company. This decision was, however, reversed 
by the Court of Appeal and by the House of 
Lords. Viscount Simonds, in his speech, said 
the amount ‘payable by virtue of the notice’ can 
only refer to the difference as defined above. 
Only the quantum of liability was affected 
by the notice. The fallacy of the company’s 
argument could best be illustrated in cases where 
the subsidiary made a loss, thus reducing the 


parent company’s profits tax liability. 


Present Position 

Section 38 (3), Finance Act, 1947, was repealed 
by Section 76 (8), Finance Act, 1952, and profits 
tax is not an allowable deduction for income tax 
purpose for any chargeable accounting periods 
ending after January Ist, 1952 (Section 33, 
Finance Act, 1952). This case is therefore of 
only academic interest for accounting periods 
subsequent to that date. 


Profits Tax and Directions under Section 245 


The second case mentioned in the opening para- 
graph, Heelex Investments Lid v. CIR. (34 
A.T.C. 47; 35 T.C. 532), dealt with a different 
aepect of grouping. By Section 31 (2) of the 
Finance Act, 1947, a company is exempt from 
profits tax if its actual income from all sources is 
apportioned by virtue of a surtax direction under 
Section 245, Income Tax Act, 1952, and if all 
the members to whom the income is so appor- 
tioned are individuals. In the Heelex case Sidcup 
Investments Ltd, the parent company of Heelex, 
had given notice of grouping under Section 22 
as a result of which the profits and losses of the 
principal and subsidiary companies were aggre- 
gated for profits tax purposes and became charge- 
able on the principal company. 

Some time after the notice of grouping had 
been given a surtax direction was made against 
Sidcup Investments Ltd. The income was conse- 
quently apportioned amongst its members, who 
were all individuals, and profits tax for the 
period for which the surtax direction was opera- 
tive was refunded in accordance with Section 31, 
Finance Act, 1947. Part of the income so appor- 


tioned was derived from Heelex Investments 


Co and the Inland Revenue assessed the latter 
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to profits tax in respect of its profits for that 
period. The company appealed against the assess- 
ment relying on Section 22 (2), Finance Act, 
1937, by which—once notice of grouping is 
given — the profits of the subsidiary are to be 
treated for profits tak purposes as profits of the ` 
principal company. Consequently there were no 
profits assessable to profits tax on the subsidiary. 

The Inland Revenue argued that as the 
principal company was exempt from profits tax 
for the periods in question, Section 22 (2) did 
not apply for these periods. ‘The assessment was 
upheld by the Special Commissioners, but their 
decision was reversed both by Upjohn, J., and 
the Court of Appeal. 

A supplementary point whether the same result 
would follow where notice of grouping is given 
after a surtax direction has been made, was 
raised during the argument and reliance was 
placed on dicta of Lord Buckmaster in an earlier 
case, C.R. v. Birmingham District Power G 
Traction Co Ltd (141 L.T. ņ). It was discussed 
obiter in the course of the judgments both by Mr 
Justice Upjohn and the Court of Appeal, but 
was left open. In view of the new legislation 
proposed in this year’s Finance Bill now before 
Parliament, the problem has lost much of its 
importance, although it may be of some relevance 
yet in some other connection. 

Be this as it may, so much was clear from the 
Heelex case, that a company, apparently even 
an investment company, subject to an automatic 
surtax direction, could give notice of grouping 
under Section 22 provided the requirements of 
the section were fulfilled, namely, that the com- 
panies stood in the relationship of prificipal and 
subsidiary (as defined by the Act) to one another 
and were resident in the United Kingdom. Where 
such notice was operative and a surtax direction 
was made against the principal company, the 
profits of the subsidiary escaped liability to 
profits tax for the periods for which the surtax 
direction was operative, provided, of course, that 
the other conditions of Section 31 (2), Finance 
Act, 1947, were complied with. 


e Position Under the New Figance Bill 


The Chancellor announced in his Budget speech 
that he intends to close this gap and so indeed 
he does. Clause 25 of this year’s Finance Bill 
(Finance (No. 2) Bill), published last April, 
deals comprehensively with the position that 
arose in the Heelex case and at the same time 
seeks to tighten up the law on other points on 
this subject. 
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It is laid down by sub-clause (1) that a notice 

of grouping can only be given or continue in 
force, if both the principal company and its 
subsidiary or subsidiaries to which the notice 
_ relates are engaged in trade or business, a term 
generally used in conngction with the charge to 
profits tax, which is somewhat wider than the term 
used for income tax purposes, and by Section 19 
(4), Finance Act, 1937, generally includes invest- 
ment companies. Thus a notice cannot be given or 
continue to apply, where one of the companies 
to which the notice relates ceases to be or is not 
within the scope of profits tax. Thus the same 
applies where one of the companies ceases to be 
redent in the United Kingdom. 
- In cases where a notice of grouping is opera- 
tive and one of the companies to which the notice 
relates becomes subject to a surtax direction and 
thus exempt from profits tax by virtue of Sec- 
tion 31 (2) or (3), Finance Act, 1947, then the 
profits and losses of the principal and sub- 
sidiaries are not to be aggregated for the periods to 
whiclf the surtax direction relates. Each company 
is to be treated as a separate entity with regards 
to franked investment income, distributions, 
profits and losses, interest or annual payments; 
etc., under Section 69, Finance Act, 1948. 

In one aspect, however, the segregation is not 
quite complete. Any non-distribution relief given 
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to the subsidiary in respect of profits for the period 
during which the principal company is exempt: 
from profits tax by virtue of a surtax direction 
is to be treated as if given to the subsidiary 
before it became a member of the group. Thus 
for calculating any future distrifution charge on 
the principal company it will be deemed to have 
been received by the principal company, unless 
of course it is exhausted by way of a distribution 
charge on the subsidiary during the period of 
exemption (sub-clause 4). 

By sub-clause (6) a new power of election ‘is 
introduced for the principal company to opt out 
on its own behalf or on that of its subsidiary of 
the exemption from profits tax conferred by Sec- 
tion 31 (2), Finance Act, 1947, on companies 
subject to a surtax direction. The option is exer- 
cised in a similar way to that of giving notice of 
grouping under Section 22. It is to be made by 
notice in writing within six months or such 
longer period as the Commissioners may allow 
after the period to which the surtax direction 
relates. Once a notice is given it remains effective 
for the duration the notice of grouping is in 
force. 

The Finance Act, when. passed, will make 
these provisions retrospective so as to take effect 
as from April 18th this year, the day after the 
Budget resolutions were introduced. 


WEEKLY NOTES 


Audit of Local Authorities 


The inclusion of a clause (clause 49) in the North- 
east Surref Crematorium Board Bill seeking to allow 
the board to adopt either district audit or professional 
audit was considered before a House of Commons 
Select Committee on June sth. The Institute of 
Chartered Accountants in England and Wales and 
others petitioned against the removal of the clause. 

Mr F. L. Edwards, C.B., opp. Accountant- 
General to the Ministry of Housing and Local 
Government, argued against inclusion of the clause. 
He considered that the board should not be free to 
choose, and he said that the Minister felt ‘that in the 
public interest there are great advantages here in 
applying district audit...’ 

Evidence in*favour of including the clause "was 
given by Mr H. A. Benson, C.B.E., F.C.A., and by 
Mr F. E. Price, ¥.8.A.A., A.I.M.T.A., a member of the 
Council of The Society of Incorporated Accountants 
and a member of a firm which practises as financial 
advisers to local authorities. 

At the end of the proceedings, the chairman, 
Mr C. Royle M.P., announced that the Committee 
were of the unanimous opinion that clause 49 should 
‘stand part of the Bill. 


An important observation was made by Mr Michael 
Rowe, Q.C., for the Institute, just before the Com- 
mittee broke up. This was the sixth occasion, he said, 
‘upon which this battle has had to be. fought at not 
inconsiderable expense .. .’ The Committee would 
appreciate, he said, “that if this battle goes on round 
after round, it is a very serious matter indeed, both 
in time and money, and public money as well for that 
matter. We should like to have some hope that sooner 
or later there will be an end to this apparently 
interminable battle’. 

ie chairman said that the remarks would be 
noted. 

Rates and Rateable Values 


The Ministry of Housing and Local Government has 
published a county by county analysis of the new 
rateable values classified according to the type of 
property. It is a supplement to the Ministry’s annual , 
publication Rates and rateable values in England and 
Wales. Each publication costs 3s and is obtainable 
from H.M. Stationery Office. 

At the end of 1955 there were 12,925,222 Separ- 
ately rated houses and flats in England and Wales. 
Just over 3 million of them had assessments between 
£18 and £25; some 2} million were assessed at {10 
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| or under, while a mere 75,146 were assessed at over 
| £100. The most highly rated urban authority in 
1955-56 was Gelligaer Urban District Council, 
in Glamorganshire, with a rate of 35s 9d in the £, 
| compared with 15s at Eastbourne. 





InformAtion on Superannuation 


In May 1954, the Association of Superannuation and 
| Pension Funds sent out a questonnatre to its 
ordinary members inviting them to give certain 
information in confidence on their funds. Over 80 per 
| cent of members gave information covering 902 
funds of which 220 were life office schemes and 682 
privately administered. Different types of schemes 
| were included. Of the total, 446 were for office staff 

only, 59 for works staff only and 397 for office and 

works staff 
Fifty-nine per cent of the funds showed the 
employer to be contributing more than the employee; 

21 per cent showed equal contributions; 12 per cent 

showed the employee contributing more than the 

employer and 7 per cent showed the employer 
contributing all the contributions. No information 

under this heading was supplied by 1 per cent. The 
| fifty-fifty joint contributory scheme is particularly 
: favoured among co-operative societies, who were 
also prominent where the employer contributes 
more than the employee. Non-contributory schemes 
| are particularly noticeable for the staffs of insurance 
companies and banks. Many different ways of 
calculating time and benefits were found but by far 
the most common was salary throughout service 
where 57 per cent was recorded followed by the 
average of the last five years’ salary where 31 per cent 
was recorded. The number of staff covered by the 902 
schemes was 1,482,000. The total amounts contributed 
tọ the funds were {49 million by employers and £26 
million by the members. 

These results have been put together in a 
pamphlet called Statistics, issued dere es the 
Association. Interesting information 1s given 
on the amount of the total accumulated funds in 
1954. and a division of the schemes, separated into 
those privately administered and those operated by 
| life offices, showing a split-up by numbers of 
| members. An analysis is also made of new funds 

established since 1945 and the division of contribu- 

tions to them by employers and employees. It is 
noticeable that the proportion of schemes where the 
employer is contributing more than the employee 
has increased significantly. In post-war schemes it is 
as high as 66 per cent compared with eo per cent for 


|e schemes making a return. 











t 








Changes in Premium Bonds 


| The Chancellor of the Exchequer gave some 
| further information during the committee stage of 

the Finance Bill this week on the new Premium 
l Savings Bonds which are to be on sale from November 
_ ist. The limit of £250 on individual holdings, as 
| mooted in the Budget, has been increased to {500 


| 
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and the draws for prizes will be monthly with a 
qualifying period of six months and not quarterly as 
originally envisaged. Each £10,000 of the prize fund, 
composed of interest earned, will be allocated in 
tax-free prizes of the following amounts: one of 
£1,000; two of £500; four of £250; ten of £100; 
twenty of {50 and 200 of £25. The first draw for 

prizes will be in June 1957. 

In order to simplify administration, the new bonds 
will be registered only in the name of the holder 
and joint holdings will not be allowed. The bonds 
will be available to the public through the Post 
Office and the banks. The Government will reserve 
the right, after giving due notice, to make changes in 
the scheme in the light of experience and Mr 
Macmillan emphasi that he was dealing at 
present with the arrangements necessary to getethe 
scheme going. He thought that in theory the new 
bonds would be available to trustees for investment 
but in practice the restrictions on trustees and the 
restrictions to be imposed on bond holdings would 
not make them likely to be used by those administering 
trust funds. 

Talks on Redundancy 
From the start, the official trade‘unionattitude pn the 
dismissal of 2,640 at the Coventry works of Standard 
Motors was a good deal more cautious than that of the 
shop stewards on the spot. Further reflection by 
trade union officials has had a continuing pacifying 
effect and it now looks as though the upheaval at 
Standards will pass off without a major industrial 
incident. When the trade union officials met the 
Minister of Labour last week he undertook to get in 
touch with the company and the company replied 
that in its opinion no useful purpose would be 
served by a meeting with the unions under the 
auspices of the Ministry. They were willing, however, 
as always, to meet the union executives if this was 
thought desirable and the Minister mmended 
this course. In consequence, arrangements were made 
for a meeting between the union representatives and 
the company’s management this week. 

“The lesson to be learned from this phase of the 
Standard dispute is the strength which has been 
given to the company’s position by. worsening trade 
conditions. The company’s handling of the re- 
dundancy problem has not been particularly skilful 
but tempers on the union side have been cooled to 
some extent by the fact that it is difficult to use: 
minatory methods on a company whose turnover has 
fallen. There seems little doubt that the company’s 
difficulties have taken some of the fire out of the 
shop stewards’ threats. If this should be so it will be 
the first proved case where deflation is having an 
effect not only on sales and profit margins but also on 
union strategy. Mesawhile the management at 
Standards has the opportunity of setting a precedent 
in negotiating redundancy procedure for its opera- 
tives and this could Sen be the major result 
of this unhappy incident of the new tråctor plant at 
Coventry. We 
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-Stabilizing Prices 

Despite the latest increase in coal prices the Central 
Electricity Authority has asked its area boards not to 
raise their tariffs. In addition, it has asked those 
boards which had announced price increases before 
" the last coal change to suspend their new tariffs. This 
price stabilization policy fs to be maintained at least 
until the end of the present financial year which will 
be March 1957+ 

The main beneficiaries from the price stabilization 
will be domestic consumers, for those industrial 


tariffs with a coal-price variation. clause will rise. 


autorhatically with the change in the price ‘of coal: 
It remains to be seen what the effect of this ges- 
ture will be on the C.E.A.’s financial results next 
Math ` © 


The other side of this’ particular matter can be 


seen in the decision of the Sand and Ballast Trade 
. Association last week, that it will not be able 
to maintain price stabilization after June. It will be 
recalled that it was this trade along with the cement 
makers who initiated the voluntary price stabilization 
drive.in January of this year. 

It-is just possible that their example will have pro- 
duced a large enough response from other industries 


` to bring about a nation-wide temporary curb on price 


increases. Unless, of course, this curb results ma 
fairly quick response from trade unionists it will have 
done little.in the right direction. ` 


"in 
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Overtime Ban in Steel SÉ 


The ban on overtime by maintenance workers at steel 
works has this week ‘begin its ninth successive week. 
About 3,000 operatives at six steel works are now on > 
strike and it is likely that the-loss of output as a ` 
result of this hold-up is now of thesorder of 200,000 
tons. Continuous strip mills are particularly ¢ affected 
by the ban. 

"The effect of the strike has already been seen in the . 
industry’s published aby figures for May and it 
has to be recorded that month the rate of steel 
production fell below the preceding month for the 
first time in five years so far as the steel industry as a 
whole is concerned, The ‘slackening in output has 
coincided with an increase in steel stocks and although 
the two are not at present connected the juxtaposition 
of rising stocks and falling output 1s suggestive. Last 
week the Iron and Steel Board published thë results 
of an inquiry undertaken at the request of the Board 
of Trade into steel stocks in the first quarter: of 
1956. Of additional deliveries in those three months, 
amounting .to about 440,000 tons, about 278,000 
tons went into stock. The largest increase was in 
flat-rolled products. Sheet stocks increased and, most 
interesting of all, so did those of plate. It has been 
evident for some time that steel ‘stocks have been 
increasing, indeed they have been going up steadily 
since the end of 1954. It is apparent, therefore, that 
stee] users have been carrying ds large stocks as 
possible as an insurance against shortages. 





After the ceremony at the Mansion House on Tuesday of last week, when Sir Cuthbert Ackroyd, Bt., - 
Lord Mayor ‘of London, presented The Accountant Annual. Awards for 1956. (Left to right) Sir Harold-Howitt, 


G.B.E., D.8.0., M.C., D.C.L., J.P., F.C.A., and Lady Howitt, with Mr'G. _Tyser, a member of the Pan 


of Judges, and Sir - 


Thomas Robson, M.B.E., M.A., F.C.A. A full report of the ceremony, with photographs, was published in our last issue. 
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b Controversy surrounding take-over operations has 

' provided interest in. otherwise quiet and sluggish 
stock~-markets. With the economic and- industrial 
outlook remaining unsettled the difficulty of formu- 
lating any firm investment policy is being reflected 
in a contraction of stock-market activity. There 
seems little prospect of any early revival. 


Institute of Directors 


The Institute of Directors of which many accountants 
are members, is becoming a power in the land. It 
added 6,328 to its strength in 1955 and at May rst 
last had a membership of 21,027. Subscription 
income now exceeds £39,000 a year. In the House 
of Commons it can muster 79; in the. Lords 109. 
Chairman of its biggest branch, Birmingham 2 241, 
is Mr Guy M. Chantrey, F.c.a. Expenses-are rising, 
and the two-guinea subscription fixed more than 
fifty years ago has been increased to three. 

In many ways the Institute has been vocal to 


good effect. Following representations to the Inland. 


Revenue in 1954, ‘it has now become clear that for 
the most part Inspectors of Taxes are acting more 
reasonably in regard to directors’ expense claims’. It 
is. prepared to support members where it is felt that 
the Inspector ‘may have acted over-zealously’. 


LwstrruTE OF DIRECTORS 


INCOME 
Si Subseriptions falling due in 
. Life Members — proportion of Sub- 
scription Account 
Interest: 
e Sores 
ius on Production and Distribu- 
g on of ‘The Director’ (after charg- 
ing Rent, Salaries, Wages, erc, Ad, 
depreciation (£292 — 1954 £297), 
but before charging eee 12,965 


EXPENDITURE 
Salaries, Wages and National [nsur- 


ance 

Penslon and Life Assurance Con- 
tributions 

Rent and Rates 

Lighting, Heating, Cleaning and 
Telephone 

Legal and Professional Charges 

Postaged 

Printing and Statlonery 

List of Members 

Insurance 

ge ne and Renewals 


Traveiling an Hospltality 

Branch Expenses and Headquarters 
Functions 

Miscellaneous Expenses 

Depreciation of Furniture, Fittings, 
Installations, etc. 

Loss on Disposal of Fixed Assets 


Payments to Former Executive Officers 
less: Proportion charged to ‘The 
Director’ 
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Particular watch is being kept on the ‘so-called 
“home savings” assessment’. 

The Institute even concerns ‘itself with such 
matters as times of trains, and, says the report, “... a 
number of improvements were effected.’ It goes on: 
‘Particular emphasis has been placed on the need 
for trains to and from London to arrive before 11 
a.m. Very close contact has now been established 
between the Institute and the commercial and 
operating divisions of the British Transport Com- 


3 


mission ...’. 


Monumental 


The full report and accounts of the Bowater Pager 
Corporation Ltd are now to band a veritable 
bound volume of 104 pages on Bowater’s best shiny 
paper, 84 by 114 inches, ‘containing eleven balance 
sheets, consolidated and ordinary, covering the com-: 
panies in the Bowater Organization. One copy for 
each of the 33,000 shareholders would make a pile 
nearly 700 feet high. But Bowaters always does things 
in a big way. For its.1955 annual meeting, it ran four 
special trains to Chester and after the meeting at the 
Gaumont Cinema took shareholders by fifty coaches 
to see the Bowater Mersey Division at Ellesmere. 
For a special meeting in London to reorganize the 


Revenue Account for the yaar ended 3[st December, 1955 


1955 
£ 


SURPLUS for the year before taxation 15,209 
Deduct: Income Tax 4,350 


BALANCE carried to Accumulated 
Fund “£10,859 


Report of the auditors to the Members 
of tha Institute of Directors 


We have obtained all the Informacion and-explanations which to 
the best of our knowledge and belief were necessary for the 
: Riewe of our audit, In our opinion proper books of account 
ave been kept by the Institute so far as appears from our examina- 
tlon of those books. We haye axamined the balance sheet overleaf 
and the above revenue accoune which are in agreement with the 
books of account. In our opinion and to tha best of our Information 
and according to the explanations given us, the balan sheet gives 
a Cruegnd fair view of the state of the Instityte’s affairs as ar disc 
December, -1955, and the revenue account fives a true and fair ` 
view of the surplus for the year ender on that date, 


e DELON TE; PLENDER, GRIFFITHS & CO, 
5 sondon Ze Buildings, Chartered Accountants. 
London, EC2, Honorary Auditors. 


23rd May, 1956. 
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capital, it took the Stoll Opera House. This year 
shareholders filled the Davis Theatre, Croydon. 

A new development in the accounts this year is the 
provision of the main accounts — those of the Bowater 
Paper Corporation and its subsidiaries -in terms of 
United States dollars, the sterling accounts being 
- converted at 2:80. These separate dollar accounts A 
are given for the convtnience of stockholders in E S ei 
North America who now hold some 244 per cent of S Ü 
the Bowater equity. The development of Bowater 7 
production in Tennessee is one of the great industrial 
events of recent years. 

Another point this year is the adoption of exchange 
rates ruling at end-year for the conversion into 
sterling of the accounts of overseas subsidiaries. This 
has resulted in debits totalling £3,839,952 and credits 
of ££3,214,242 to sterling exchange conversion 
account, making a net decrease of £625,710 to 


£998,814. 








10,859 
865 
2,900 


28,146 
Ital commitments In 
SW 1, estimated to 


REPRESENTING 
grave Square, London, 


be £8,250 which are not Included In the Accounts. 
* Not reproduced — Ed. 


Both Ways 

Something seemed to go wrong with the report and 
accounts of The Imperial Cold Storage and Supply 
Co Ltd when we reached the centre page. On the left 
of the opening were the notes on the accounts, a 
table giving details of the fixed assets etc., and on the 
right was what appeared at first glance to be the same 
thing upside down. 

The immediate reaction was to turn the thing 
round. Then it became evident that it was indeed the 
same in figures but with the narrative in Afrikaans. 

The company is, in fact, incorporated in the Union 
of South Africa, and presents its accounts in the two 
languages, each rendering starting from the opposite 
ends of the booklet and meeting in the middle. It so 
happened that we picked up the publication at the 
English end and discovered the Afrikaans arriving 
from the opposite direction. 

As to whether this is necessary in South Africa, or 
perhaps cgnvenient, or maybe a demonstration of 
feeling on a language question is not evident from the 
' English end of the report. Fortunately, the South 

African exchange is on a par basis and the figures are E 
consequently common to both sets of accounts. There SR 
is, it may be noted, a shareholding in this country, 
the shares being quoted on the London Stock 
Exchange. 


Amount applied In previous years to write 

down Furniture, ete, no longer regui 

Premium on Assignment of Lease o BL, 

H C. DRAYTON, Chelrman of the Finance Committee. 
RICHARD POWELL, Director-General. 


ended 3lst December, 1955, per Account 
Palace Street, SWI. 


overleaf? 
E. L. SPEARS, Chairman of the Council. 


Add: Balance on Revenue Account for the year 
At 3lst December, 1955, there were cap 


As at Aler December, 1954 
respect of No. 9, Bel 


Note 


ESTIMATED FUTURE INCOME TAX ~ 1956-7 


ACCUMULATED FUND 


Balance Sheet as at 3}st December, 1955 


Set 


RS RH 


Chairmen’s Statements 


From Mr K. F. Suggett is a response to Mr Aston’s 
invitation to readers to air their views on chairmen’s 
-statements. He is all for keeping shareholders in- 
formed through the report and accounts rather than 
hold over the réview of a company’s circumstantes 
until the annual meeting. But he is not in favour of 
chairmen’s statements. ‘After all,’ he says, ‘it is the 
board of directors which must take responsibility for 
matters of policy, official statements (good or bad), 
etc., to shareholders, and I think this fact should be 
constantly kept in mind, both by the directors them- 
selves as wel as by shareholders. Furthermore, 
even though the chairman is rightly considered as 


harges 
Life Members Subscription Account — proportion 


unapprooriated 
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Balance at Bank and Cash in Hand 
Creditors and Accrued C 


CURRENT LIABILITIES 
_ Current Income Tax 
NET CURRENT ASSETS 


TOTAL NET ASSETS 


FIXED ASSETS 
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the *mouthpiece of his co-directors, there is often 
quite a tendency to look upon the chairman’s utter- 
ances as representing the chairman’s personal point 
of view.’ It is in the directors’ report, therefore, 
that the information. should be given, he says. 

We are not vitglly concerned with the title under 
which the information is given, but while Mr 
Suggett certainly raises a point worth consideration, 
we think he minimizes the place of the No. 1 execu- 
tive whether it be in company, local council, or even 
at Westminster. Even in the professions, the senior 
partner’s position has a particular dignity and 
authority and we should be loath to see any trend 
towards lessening the importance of the man at the 
top. On the point of ‘the chairman reporting at 
the general meeting on events since the date of the 
report’, which Mr Suggett considers ‘a bit of a red. 
herring’, we can assure him that occasions often arise 
between report and meeting, as, for instance, per- 
missioh given by the C.I.C. for a capital issue. 


Unbelievable 


Camp Bird Ltd, once a big name in the mining 
industry, now interested in a variety of things from 
klaxons to cameras, reports a ‘most sensational 
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development’ in its camera group: the Courtney- 
Pratt High-Speed camera. It takes no less than 
125,090 pictures per second and ‘per second’ is put 
in italics to convince the incredulous. 

This instrument has opened new frontiers for 
observation of such things as thesmovement of a | 
shell or bullet, what happens in a breech mechanism, 
and many other unsolved mysteries of industry. 
The first production line of these ‘truly miracle 
cameras’ is now in being and ‘demand is growing in 
all parts of the world for this product of Britain’s 
scientific brains’. 

Company reports and chairmen’s statements offer 
a wealth of interesting reading. What a pity in this 
case that it just states the facts and leaves the bump 
of curiosity aching to know how it is done ~ if under- 
standing of such things is possible to the lay misd. 


Money Market 


Applications for Treasury bills on June 15th 
totalled £396,025,000 and at a maintained bid of 
£98 14s 11d the market obtained 41 per cent of 
requirements. The average rate was little changed at 
£5 os 420d per cent. This woes, offer is £260 


ion. . ée 


REVIEWS 


Taxation Key to Income Tax 
Forty-first edition (Budget 1956) 
edited by Ronald Staples 


(Taxation Publishing Co Ltd, London. ros net; 
10s 5d post free) 

One can but marvel at the rapidity with which the 
Budget proposals are incorporated in this well-known 
text-book on income tax. To have the new proposals 
fully incorporated in the book itself, instead of 
referring to a supplement, is inestimable. Without 
doubt, each succeeding edition of this work is a 
‘must’ for every practitioner. 


Risk and Gambling 


by John Cohen, Professor of Psychology, 
University of Manchester 


and Mark Hansel, Lecturer in Psychology, 
University of Manchester 


(Longmans, Green & Co Ltd, London, 14s net) 
Every time a pedestrian ‘crosses the street, he con- 


ducts an experiment in subjective probability — the - 


calculation of his chances of getting safely to the other 
side. The authors of this engaging little book have 
attempted to rationalize the reactions of school 
pupils, pedestrians and punters, among others, to 
situations in which the likelihood of certain events 
taking place have to be assessed. The dtcount of 
their inquiries — conducted mainly in Manchester — 
is absorbing and all the more so because they have 
scrupulously refrained from using statistical jargon 


in their narrative. The only fault — and it is purely 
academic — one can find with this book is that it 
starts off with a quotation from Dante to the effect 
that hope is a certain expectation of future glory, the 
product of divine grace and precedent merit. 
Surely a more appropriate motif, particularly as 
fillers-in of football pool coupons are supposed to be 
included in its potential readership, would have been 
the pessimistic but more realistic couplet by Pope: 
‘Hope springs eternal in the human breast; 
Man never is, but always to be blessed’. 


RECENT PUBLICATIONS 


McCxirary’s County Court PRECEDENTS, based on County 
Court Precedents of Claims and County Court Precedents 
“after Claims, by His Honour the late Judge Robert 
GE Vol. 1 xlvi+-436 pp. Vol. II, xx+888 p pp. 
Eh i er set; by post, 2s extra. Butterworth & 

SE London. 


Ee DATA PROCESSING FOR BUSINESS AND INDUSTRY, 
by Richard G. Canning. xi+332 pp. 9X6. 56s net. 
Jobn Wiley & Sons Inc, New York; Chapman & Hall 

Led, London. 

THe ACCUMULATION OF CAPITAL, by Joar Soe 
oe pp. 8x5}. 28s net. Macmillan & Co Ltd, 

ndon 

Tax Cases, reported under the direction of the Board of 
Inland Revenue. Vol. 36, part cm PP. 233-307. 35 net. 
Her Majesty’s Stationery Office, London. 

THe Dante Reaper, by Clark Smith. 252 pp. 74x5. 
tos 6d net. Hammond, Hammond & Co Ltd, London. 

Scueputz A Tax: Its Assessment and Collection. 4th 
edition, by Donald L. Forbes, F.c.a. xu-+108 pp. 
84x 54. 155 net; 15s 7d post a Gee & Co (Publishers) 
Ltd, London. 
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CORRESPONDENCE 


d E Gy the name aid addres of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the EE expressed. 


. ' ScheduleA and the Owner-occupier 

Sir, — Mr Jackson’s admwrable letter, June gth issue, 
asks why Schedule A on the owner or occupier 
cannot be done away with. Why not indeed? The 
Royal Commission admits in its report (para. 828) 
that the witness had something who maintained 
that 

‘it is inequitable to tax the beneficial enjoyment of a 

right of occupation of real property when the income 

which could, by parity of reasoning, be attributed to 
the owners of other forms of property, goes un- 
xed’. 

The Board of Inland Revenue estimates that the 
net yield per annum, after maintenance relief, from 
owner-occupied Schedule A is £25 million. This, 
sir, I suppose, is reason enough for them not to 
recommend to the Chancellor the Geer of this 


inequity. Yours faithfully, 
Ewell, Surrey. ° JAMES KNIGHT. 


[This topic was the subject of a leading article in our 
issue dated July 16th, 1955. — Editor.] 


Profits Tax Distributions 


Sir, — Can any of your readers inform us if A. and B. 
can draw remuneration from Y. Ltd without 
involving a distribution charge? The details are as 
follows: 


Two DIRECTOR-CONTROLLED COMPANIES 
A. Lid Issued Shares 5,000 


Shareholders: 
A... .. 2,000 Directors’ remuneration .. 2,500 
Bis 1,250 e i 1,500 
Caws 1,250 ge š 500 
D... © 250 
Y. Ltd 250 
5,000 
Y. Ltd Issued Shares 500 
Shareholders: £ 
Ari i 1 Remuneration .. 500 
Be ws I sg a ee 11°) 
Be A 50 
X. Ltd 448 
500 


| 


. A. and B. work for both companies, but most of their time 


for X. Ltde 
e Yours faithfully, e 
OVERWORKED. 


Weekly Problem No. 119: 
‘Conversation Peace’ 


Sir, — Regarding the problem in the May 19th issue, 
spread Charles’ ‘away jobs’ out a bit, Mr L. U. 
Sidate, and you can save the price of a lunch on 
more Thursdays than three in twenty. Away one 


week in three, is he? Well, sales iteevery third week, 
and you'll soon get into your stride. Having given 
Charles a lunch in week one, and Roger in week two, 
Charles is away in week three, and Roger won’t 
come ~ so there you are. Could be on your own about 
six times in twenty. 

But, I say, doesn’t Roger have any holiday, or 
pre-examination leave? Have a heart, sir! 


Yours faithfully, 
London, EC2. D. L. COMBRIDGE. 


[Our Problem setter writes: Your correspondent is 
making up his own problem i in substituting ‘make it 
every third week’ for ‘on an average’. With Ats wording 
he is correct.] 


‘What Automation Means’ 


Sirn,-I quote from Mr Frank CG Woollard’s 
address published in your issue dated May 5th, 1956. 
. there were 1,114 varieties of lavatory and sink 
traps. They (some United States committees) 
reduced these to 93, a 75 per cent reduction. They 
had 120 varieties of hot water storage tanks and these 
were reduced to 14, or an 85 per cent reduction’. 


Is this an example of electronic arithmetic? 
Yours faithfully, 
MANUAL DIGITAL COMPUTER. 


[Mr Woollard writes: I am much obliged to your 
correspondent for pointing out the error in my address 
to the London and District Society of Chartered 
Accountants. The address was ‘off the cuff’ and I must 
admit that I did not check the figures at the galley 
proof stage. They are taken from the Cost and Produc- 
tion Handbook, 1942 edition, and should have read: 

. There were 1,114 varieties of lavatory and sink 
traps. They reduced these to 75, a 93 per cent reduc- 
tion. They had 120 varieties of hot water storage 
tanks and these were reduced to 14, or an 88 per cent 
reduction.’ 

No! This is not an example of electroni¢ arithmetic 
but of the fallibility of an ex tempore speaker. Your 
correspondent will doubtless agree with Dryden that: 

Errors like straws, upon the surface flow; 
He who would search for pearls must dive below.] 


Investment Accounts 


Sir, ~ I should be interested to know whether any 
of your readers can suggest a satisfactory method for 
the accounting treatment of gilt-edged exchanges. 
The following example illustrates the points involved: 

£100,000 4 per cent Transport Stock, 1972-77, 
was originally purchased by a non-taxpayer at 98, 
the total cost, including expenses, less accrued 
interest, being £97,900. Subsequently, the following 


transactions were made: 
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February 15th 
Sold {100,000 4 per cent Transport, 
1972-77 at 93 .. 
Bought {100,000 4 per cent Funding, 
1960-90 at 94 .. 
May 15th 
Sold {100,000 4 per cent Funding, 
1960-90 atgo . 
Bought {100,000 4 per cent Transport, 
1972-77 at 874 ex div. 


Interest is payable half-yearly as follows: 
4 per cent Transport 1972-77: 

June zoth, December zoth. 
4 per cent Funding, 1960-90: 

May 1st, November rst. 

Accounts prepared in the normal manner would 
show ‘Loss on sale of investments £8,908’, the 
Transport Stock being included in the balance sheet 
at cost £88,011. This loss only arises from the method 
of book-keeping as, in fact, by judicious switching of 
investments, a profit of {992 ES been realized, 
computed as follows: 











£ £ 
Gross proceeds i 182,746 
Interest gained May 1st 2,000 
è 

184,746 

Less Gross costs 181,754 " 

Interest lost June 2oth 2,000 — 
183,754 
£992 


If the exchanges are made within an accounting 


_ period, no problem arises; the profit of £992 is shown 
in the profit and loss account and the £100,000 
- Transport Stock is included in the balance sheet at 


the original cost of £97900. But how does one show 


the position if the balance sheet date occurs between 
the dates of the two exchanges? 
Yours faithfully, 


INVESTOR. 


Home Consumption and the Wernher 
Decision 
Sir, ~ Following the recent Wernher case, it appears 
that the Inland Revenue will now require fhe adjust- 


- ment for home consumption in traders’ accounts to 


be at market value as opposed to the normal basis of 
crediting the cost of the goods so consumed. 
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Cost plus 
Expenses 


Less Gross 
Accrued 
Interest 










Gross 


92,954 


87,627 


If this is the position, it appears that it will act 
to the advantage of those traders, for example 
farmers, who make consistent losse8. The market 
value of the goods must be less than cost in these 
cases, and the credit will be reduced accordingly. 

This will obviously assist the very persons 
against whom some members of the public have 
raised their voices — the businessman-farmer who 
reduces his taxation liability by setting off his farm 
losses against business profits and whose home 
consumption is high. 

I should be glad to receive readers’ views on this 


EES Yours faithfully, 
London, Nr2. J. V. GOODMAN. 


Depreciation in Nationalized Indfistries 


Sir, — In his letter published in your issue of June 
oth, under the above heading, Mr Evens seems to be 
advancing the well-known argument that the charging 
of replacement cost depreciation serves to increase 
total cost, necessitating an ‘increase in price to recover 
the. additional cost, and thereby gives another twist 
to the inflationary spiral. The fallacy of this argument 
lies in the fact that there is no crease in cost when 
charged on a replacement basis, but merely a recog- 
nition of the fact that the monetary yard-stick has 
shrunk in relation to the real cost of, using the 
mechinery. Mr Evens advocates that we should wait 
until we are obliged to replace the machinery before 
charging the increased depreciation; but where, may 
I ask, do we derive the funds necessary to replace, 
if- they have not been provided for over the life of 
the machinery? Such advocacy seems to me to be a 
burying of one’s head in the sands of historical cost 
until the storm of inflation is passed. | 

For the nationalized industry, profit can be a most 
misleading reflection of efficient working and organiza- 
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tion. The ideal to aim at is the equation of price 
with the minimum total real cost consistent with 
optimum service for the consumer, and, in times of 
inflation, historical financial cost cannot provide 
total real cost. Then, if real cost overtakes price, 
_ management knew exactly where they stand, and have 
a reliable base from which to explore every possible 
means of reducing real cost by new, or reorganization 
of, methods designed to increase productivity, before 
increasing the price to the consumer. 
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I fully agree that the real values of life, and real 
security, do not lie in the economic field, but I doubt 
whether man’s attempting to obtain economic 
security is the malady underlying inflation. To put 
it much too briefly, I would say that inflation derives 
from man’s greed in devouring material wealth he 
has not earned, reinforced by his fear that the other 
fellow will, if he doesn’t. 

Yours faithfully, 


Burgess Hill, Sussex. WM. E. SPRUCE. ` 


TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


CIR o Bew Estates Ltd 
CIR v. Westbury 
In the High Court of Justice (Chancery Division) 
March 28th, 1956 
(Before Mr Justice ROXBURGH) 


Surtax — Undistributed income of company — Estate 
or trading income - Whether war damage interest is 
income arising from land — Income Tax Act, 1918, 
Schedule C — Finance Act, 1939, Section 14 (8) - War 
Damage Act, 1943, Sections 3, 5 (5), Schedule I, 
paragraphs 6, 7, 8 


‘The company ege a sum of money EE 


interest on.a value payment, pursuant to Section 10° 


(5) of the War Damage Act, 1943. A direction and 
apportionment was made on the company under 
Section 14 of the Finance Act, 1939, and it was 
contended by the company that the sum of money was 
‘income arising in respect of the ownership or 
occupation of land which is chargeable to income tax 
under Schedule D’, within subsection (8) of Section 
14, and was therefore estate or trading income for the 
purposes of the section. 

Held, that the sum of money in question was 
interest payable out of a public revenue by a public 
office or department of the Crown; that it was charge- 
able under Schedule C; aad that it was not estate or 
trading income for the purposes of Section 14 of the 
Finance Act, 1939. i 


Regina v. Hudson 
In the Court of Criminal Appeal 
March 19th, 1956 
(Before the Lord Chief Justice (Lord Goppano), 
Mr Justice Hesse and Mr Justice BYRNE) 

Income tax — False accounts sent to Inland Revenue — 
False certificate. of disclosure — Charge of making false 
statements to prejudice of the Crown — Whether offence at 
Common Law — Income Tax Act, 1918, Section 224. 

The defendant was charged, in eight counts of the 
indictment, with making false statements to the 
prejudice of the Crown and.the public revenue, and 


with intent to defraud, in causing to be sent to the 
Inland Revenue accounts which falsely stated the 
profits of his business of a farmer and fruit grower. 
On one of these counts he was acquitted, but he was 
convicted on the other seven. By the ninth count he 
was similarly charged in relation to a letter, which was 
sent to the Inspector of Taxes, certifying that a 
complete disclosure of banking accounts ‘existing 
between certain dates, and of other information 
bearing on his liability to tax, had been made, and 
on this count he was also convicted. 

The defendant was fined £300 on each of the seven 
counts on which he was convicted in relation to the 
accounts, and {500 on count nine relating to the 


- certificate of disclosure, and he was ordered to pay 


the costs of the prosecution up to £1,500. In an ap 
against the conviction it was contended on SCH Se 
the defendant that the charges laid against him were 
unknown to the law. 


Held, that the defendant had been rightly convicted, 
for the offences charged against him were frauds on the 
Crown, and were indictable as common law mis- 
demeanours. 


In re Weigall’s Will Trusts 
In the High Court of Justice (Chancery Division) 
April rath, 1956 
_ (Before Mr Justice Harman) 

sir duty — Incidence of duty — Annuity ~ Whether 
le annuity to two persons or whether two annuities — 

w ther annuitant should bear part of estate duty — 
Finance Act, 1894, Sections 1, 2 (1) (b), 7 (7), 8, 14. 


ve testator, who died in 1935, bequeathed by his 


‘an annuity of one thousand pounds to be paid to my 
brother, Arthur . . . and an annuity of five thousand 
pounds to my brother Harry ... . and in the case of his 
predeceasing his wife the said five thousand pounce to be 
paid yearly to Winifred’, 


In a codicil the testator reduced the five thousand 
to ‘three thousand and directed: 


‘three thousand five hundred in the case of Harry . 
this latter with reversion to Winifred’. 


ah 
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Wirflfred was the wife of Harry. On her death the 
annuity would go to residue. There had been no 
_| appropriation of a fund to answer the annuity. 
# On the death of Harry the question arose as to 
whether the same agnuity passed to Winifred, or 
whether she then became entitled to a new annuity. 
_ Ifthe former view represented the proper construction 
of the relevant words in the will, estate duty would be 
payable, on the death of Harry, on the footing that 
there was a passing of the annuity from him to 
Winifred; Section 1 of the Finance Act, 1894, would 
| 








apply. If, on the other hand, the proper construction 
of the will was that a new annuity arose on Harry’s 
death in favour of Winifred, estate duty would 
become payable under Section 2 (1) H of that Act, 
for there would have been a cesser of an interest on 
Harry’s death and a benefit arising to Winifred. 

The second question in the case was whether 
Winifred was liable to bear, in respect of her annuity, 
any patt of the estate duty chargeable in relation to 
the annuity on Harry’s death. 

Held, (1) that the testator had bequeathed one 
annuity to Harry, and a different annuity of like 

| amount to Winifred; (2) that Winifred was liable to 
bear a proportion of the estate duty payable in respect 
of the cesser of the annuity on Harry’s death, namely, 
on a sum equivalent to the capitalized value of her 
annuity; but that, instead of paying the duty, she 
was entitled to have interest charged against her by 
the trustees, and to have this interest deducted from 
the amount of her annuity. 


| C.I.R. v. The Butterley Company Ltd 
: | In the House of Lords 
April 1th, 1956 

, (Before Viscount Simonps, Lord MORTON op 
| Henryton, Lord Rem and Lord RADCLIFFE) 
Profits tax — Nationalization of coal industry — Cessa- 
tion of colliery concern — Continuance of other businesses — 
Whether sums receipts of colliery concern or of other 
businesses — Whether sums income from investments or 
other property ~ Finance Act, 1937, Sections I9, 20, 
Schedule IV, paragraphs 7 (T), 8-— Coal Industry 
| Nationalization Act, 1946, Sections 5, 10, I9, 21, 22, 
23 — Finance Act, 1947, Sections 31 (I), 32, 43 
(1), 47 (1)- Transport Act, 1947, Section 32 (2) - 
Coal Industry (No. 2) Act, 1949, Section I. 

The appellant company carried on several distinct 
trades including that of coal-mining. On January 
Ist, 1947, its coal-mining trade vested in the 
National Coal Board under Section 1 of the Coal 


F 
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on January 1st, 1947, they were not assessable to tax. 
The company also contended that the sums were 
capital receipts and not revenue receipts. The Special 
Commissioners decided that the sums in question 
were not receipts of any trade carried on by the 
company, as the coal-mining business was not carried `, 
on after December 31st, 1946. 


Held (affirming the decision of the Court of Appeal), 


. that the sums in question were not receipts of the 


respondent’s trade for profits tax purposes. 


William Vernon & Sons Ltd Employees’ Fund 
v. C.LR. 


In the High Court of Justice (Chancery Division) 
May 3rd, 1956 
(Before Mr Justice UPJonN) oa 
Income tax — Exemption for charities~ Trust fund 
for employees of business — Order for application to 
charitable purposes — Agreed scheme covering non- 
charitable purposes — Whether res judicata — Whether 
trust for charitable purposes only — Income Tax Act, 
1952, Sections 447, 448 — Charitable Trusts ( Valida- 
tion) Act, 1954, Sections I, 2. 

The testator, who died in (pro, bequeathed “his 
shares in a partnership to four beneficiaries on 
condition that they should pay 20 per cent of the 
income ‘to some organization or charity . . . for the 
benefit of the employees of . . . William Vernon & 
Sons... or for an institute or other object for the 
recreation of the employees .. .’. In 1919 an order 
was made in the Chancery Division for the expendi- 
ture of the 20 per cent under a proposed scheme which, 
as was not disputed in this appeal, was for charitable 
purposes only. Negotiations took place as to the 
details of the scheme, and in 1921 an order was made 
by consent approving a detailed scheme, which did 
not constitute a trust for charitable purposes only. 

The trustees applied for exemption of the trust 
income from income tax for 1951-52 and 1952-53, 
but the application was rejected by the Inland 
Revenue, and an appeal to the Special Commissioners 
failed. 

_ It was contended on behalf of the trustees that the 
Inland Revenue were bound by the order made in 
1919, and alternatively, that the trusts under the 
scheme of 1921 were validated by the Charitable 
Trusts (Validation) Act, 1954. It was contended on 
behalf of the Inland Revenue that they were not 
estopped from relying on the fact that the trusts 
established by the 1921 scheme were not for charitable 
purposes only, and they also contended that those 
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e London and District Society of 
Chartered Accountants 


New CHAIRMAN AND VICE-CHAIRMAN 


Sl Ata meeting of the committee of the London and 


Z 


Ke 


E 


T, Price 1s 3d (by post 1s 5d). 
| 


, District Society of Chartered Accountants, held 
‘last Monday, Mr,W. E. Parker, Cap, F.C.A., was 
elected chairman of the Society for the ensuing year, 
and Mr E. K. Wright, M.A., F.C.A., was elected Vice- 
| Chairman. ' 

: New B.T.C. Financial Adviser 

Mr H E. Osborn, B.COM., C.A., M.INST.T., chief of 
accounts, statistics and funds of the British Transport 
| Commission, i$ to succeed Mr Andrew Black, C.B.E., 
'F.S.A.A., as adviser on financial administration to the 
Commission, when the latter retires on July 17th. 
Articled with Messrs Deloitte, Plender, Griffiths 
| & Co, and admitted a member of the Scottish 
Institute in 1934, Mr Osborn joined the former 
| London Passenger Transport Board in 1936. 
Soon after the. formation of the Commission he 
was appointed to the comptroller’s department 
as director of accounts, in which capacity he was 
largely responsible for organizing the Commission’s 
accounting arrangements. Responsibility for the 
budget division was added later and after the re- 
organization. of 1953, Mr Osborn was appointed one 
of the two chief officers of the finance department. 





| 
| Bankruptcy General Annual Report 
The general annual report for 1954! on matters 
within the Bankruptcy and Deeds of Arrangement 
Acts has just been issued by the Board of Trade. 
The report includes information as to the amount of 
insolvency under the Acts in 1954 in comparison 
with earlier years; a statement of receipts and pay- 
ments on account of bankruptcy proceedings during 
1954; and a report by the Solicitor to the Board of 
| Trade on legal proceedings conducted by the Board 
during the year under the Acts. 
| Statistical tables show the numbers of receiving 
and administration orders made in the High Court 
and in each of the county Courts; particulars of 
failures in the principal trades and professions; the 
number of estates finally wound up by (a) official 
receivers and (b) non-official- trustees, with the total 
realizations and particulars of the disbursement of 
those realizations; and the numbers and results of 
‘debtors’ applications for discharge. Particulars are 





1 Bankruptcy General Annual Report for the Year 1954. 
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given of prosecutions in respect of offences reported 
by official receivers and of -sentences inflicted on 
convicted bankrupts. 

There are also tables giving statistics of the numbers 
of deeds of arrangement registered and voided and a 
summary of the realizations and digbursements in 
respect of those deeds for which final accounts 
were rendered during 1954. 


In Parliament 
PROFESSIONAL ACCOUNTANTS 

Mr Eric JOHNSON asked the Parliamentary Secretary 
to the Admiralty how many professional accountants 
are employed by his Department; and on what 
branches of the work of the Department they are 
engaged. 

Mr Dicsy: Sixty-two. They are mainly engagtd 
on work for the Contract and Purchase Department. 

Hansard, June 13th, 1956. Written Answers. Col. 30. 


Double Estate Duty Relief: Switzerland 


An agreement between the United Kingdom and 
Switzerland relating to relief from double estate duty 
was signed in London on June rath, 1956.e The 
agreement is subject to ratification by the two 
countries. 

The full text will be published as a draft Order in 
Council by H.M. Stationery Office shortly. 


l Coal Compensation 

FURTHER ISSUE OF 3$ PER CENT TREASURY STOCK 
A further issue of 34 per cent Treasury Stock, 1977- 
1980, was made as on June 15th, in satisfaction of 
compensation amounting to just under £2 million due 
to certain undertakings under the Coal Industry 
Nationalization Act, 1946. The Treasury have 
determined, in accordance with Section 21 {3) of the 
Act, that {100 of this stock was equal in value on 
June rsth, 1956, to £78 ros of compensation due. 


The Society of Incorporated Accountants in 
Ireland 


Mr W. Keith, F.8.a.a., of Belfast, has been elected 
President of The Society of Incorporated Accountants 
in Ireland. The new Vice-President is Mr J. Love, 
F.8.A.A., of Dublin, who also continues as honorary 
secretary of the Society — an office he has held for 
some years. The honorary treasurer is Mr M. Bell, 
F.3.A.A., of Dublin. è 
The membership of the Society is how 345. 
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Japan Accounting Association 
PIONEER WORK OF ALEXANDER ALLAN SHAND .. 


With the laudable intention of contributing -to 
international understanding and friendship, 
Kojiro Nishikawa, a director of Mitsubishi Oil Co 
' Ltd, has presented to the annual meeting of the 
Japan Accounting Asso@iation an exhibit concerning 
the life of an Englishman, the late Mr Alexander 
Allan Shand, who was largely instrumental in 
introducing western book-keeping into Japan. 

Mr Shand was the acting manager in Yokohama of 
the Chartered Mercantile Bank of India, London and 
China (now the Mercantile Bank of India Ltd), and 
his methods have had considerable influence on the 
system of Government, banking and commercial 
bagk-keeping practices in force in Japan. 

The purpose of the exhibit, says Mr Nishikawa, 1s 
to illustrate the meritorious services rendered by 
Mr Shand. 

The meeting was held at Meiji University, Kanda, 
Tokyo, and we are grateful to Mr D. J. Benson, 
F.C.A., who sent us a copy of the exhibit which is in 
the Japanese language and a copy of a translation, 
also by Mr Nishikawa. 


Our Weekly Problem 
No. 124: FISHY JOURNEY 


Charles Sidate and his friend Ivor were touring the 
Highlands. They were travelling from Lochgluhm 
to Achitsuphil 13 miles away, and in order to get 
some exercise they decided to walk alternate miles. 
Ivor started in the car and left it by the roadside for 
Charles who had set off at the same time on foot. 
Charles got in and drove for a mile at half Ivor’s 
speed and left it for Ivor, who did not walk as fast as 
Charles. They continued in the same way except 
that at one point Charles found no car, so he spent 
five minufes having a cast in a loch and, incidentally, 
caught a trout. Meanwhile Ivor had arrived with 
the car and continued on foot. Each mile took an 
exact number of minutes. They arrived at the same 
time having taken 2 hours and 14 minutes. 


= Where did Charles catch his fish? ` 
The answer will be published next week. 


ANSWER TO No. 123: BATTING ORDER 


The number of ways in which two different positions in the 
batting order may be chosen is 55. Of these 55 ways 10 
consist of gn adjacent pair in the order. Thus, the chance 
that Charles and,I[vor find themselves next to each other in 
the batting order is 45:10 or 4$ to 1 against. 
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Cricket ° 

In a recent cricket match played at Barnet, the 
Chartered Accountant Students’ Society of London 
beat the Incorporated Accountants’ Students by. 
ninety-three runs, in spite of a number of heavy * 
showers during the Chartered Students’ innings. 
The latter won the toss and batted‘in what was almost 
a gale, Ivor Hart and Martin Shannon putting on 
thirty-five in the first twenty minutes. After forty 
minutes play, rain interrupted’ the game at 67-1: 
On resumption, the Chartered batsmen, realizing 
time was short, hit out all round the wicket and after 
a further interruption by rain, during which tea was 
taken, their captain declared at 173-8. 

The Incorporated side started badly, Desai hitting 
the stumps in his first over. They rallied with a 
determined stand which put on forty-five in twenty- 
five minutes before being broken, again by Desai, but 
failed against the- pace bowling of David Lewis 
(six for twenty-five) and were all out by half-past 
six for eighty-three. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JONE 25TH, 1881 
Extract from leading article entitled 
MANCHESTER ACCOUNTANTS 
ON THE GOVERNMENT BILL 

Although the Prime Minister intimated in a letter 
to Sir Thomas Chambers a few days that the 
Government Bill was one in regard to SE pressing 
demand existed, still it is hardly necessary to say that 
no opportunity has yet been afforded to the House for 
the discussion of this measure. It appears periodically, 
will-o’-the-wisp fashion, in the Orders of the Day, 
but that is all. The matter being, therefore, still pretty 
much in embryo, attention may be profitably directed 
to certain observations on the Bill which have jyst 
been issued. by the Council of the Manchester Society 
of Chartered Accountants. 

At the opening the Council recognise that there 
may be considerable difficulty in the way of the Bill 
being adequately discussed during the present session, 
and they therefore suggest the ing of a temporary 
measure, the operation of which h should be limited to 
two or three years only. The points which the Council 
would provide for in such a temporary measure are, 
(1) the regulation of votes and proxies; (2) a complete 
system of local official audit; (3) separate banking 
accounts for all estates exceeding £50. Such a scheme 
would, in the opinion of the Council, greatly improve 
the working of the present Act, and remove many of 
its elements of failure. . 

(The Bill was the Government Bankruptcy Bill) 


MOTOR — FIR E —— CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, 





INSURANCE 
CORPORATION 


LONDON, SW1 


L? 


The Accountant = 


| JUNE 30TH, 1956 


CONTENTS 
Leading Articie Page 
Overseds Trading 72% 

Special Articies 


Accounting. for Self-Service 


B. T. Ramm, BA., PLA. 
Assistant Secretary, y. Sains- 
bury Ltd KEE 


Australasian Commentary — 
XXI - 


by S. R. Brown, LL.B., 
F.C A Aust.) 725 


‘An Old Servant of the 
State’: Public Lotteries were 
Precursors of Premium 


Bonds 
by R. Robert, A.C.IS. 9277 


The Inspector of ‘Taxes 
Interrogates: The Hesitant 
Lady with the Housing 
Problem 

by Wilfred Tullett, F.S.A.A. 729 


Weekly Notes 730 
Reviews 732 
Finance and Commerce 735 
Correspondence 738 
For Students 9738 


Notes and Notices 

The Accountant: Index to 
Volume CXXXIV — Per- 
sonal — Accounting Hall of 
Fame — The Institute of 
Chartered Accountants in 
England and Wales: May 
1956 Examination Results — 
Professional Notes—Changes 
in London Petty Sessional 
Divisions — In Parliament — 
24 per cent Defence Bonds: 
Conversion Offer — The In- 
stitute of Cost and Works 
Accountants: List of Mem- 
bers, 1956 — Chartered Ac- 
countants’ Golfing Society ~ 
The Accountants’ Christian 
Fellowship — The, Notting- 
ham Chartered Accountant 
Students’ Society ~ Our 
Weekly Problem — Seventy- 


ndon Students’ Column 
News from the London 
Chartered Accountant Stu- 
dents’ Committee 744. 


s 


five Year ago TAY ) 


es e Ee 


ESTABLISHED 1874 
VOL. CXXXIV. NO. 4254 


OVERSEAS TRADING 


HE Royal Commission’s recommendations for the relief 

of companies trading abroad received no echo in the 

Budget statement, but a back bencher’s proposed new 
clause to the Finance Bill precipitated an assurance from the 
CHANCELLOR that the matter would be gone into in time for the 
next Budget. 

Mr MACMILLAN said he had studied the Commission’s report, 
in particular the new conception of an ‘overseas trade corporatich’, 
with which he had a great deal of sympathy. However, the cost 
to the Exchequer, estimated at £75 million a year, was out of 
keeping with the circumstances of this year’s Budget, in particular 
the balance of payments position. Indeed, he used some of the 
arguments against. the change which the minority of the Royal 
Commission had set out. The CHANCELLOR also said that the 
change would require long and complicated legislation. He redlized 
that his decision to defer action would lead to very determined 
pressure for the early implementation of the recommendation 


_. on pioneer industry relief. 


The clause in fact. sought to implement, but only in relation 
to Commonwealth: territory, an earlier recommendation made 
by the Royal Commission in its first interim report, published in 
February 1953. This report contained three recommendations in 
all, the. other two having been implemented already. The third 
would put an end to the anomaly under which a United Kingdom 
company, which sets up a new industry in undeveloped territory 
abroad and is given a special exemption from income tax in its 
early years by the Government of the territory, gets no benefit 
from the relief because its claim to double tax relief against United 
Kingdom tax is correspondingly reduced. 

Mr MACMILLAN agreed that the earlier recommendation would 
be much less costly to implement tham the later one about 
overseas trade corporations in general. But it would be extremely 
dificult to produce the necessary clause in a satisfactory form 
in time for the report stage of the Finance Bill. If, next year, the 
Government could grant relief for all overseas trade corporations 
this would settle the question of pioneer industry reliefs. If the 
Government could mot go so far, then he gave fhe dssurance 
that he would bring forward legislation to deal with the frustration 
of pioneer industry reliefs and he would make it apply to profits 
earned after April 6th, 1956. 

The announcement was welcomed on both sides of the House 
and the proposed clause was withdrawn. It is indeed curious 
that this recommendation, so obviously a matter of common 
sense, and so obviously inexpensive to implement, has been 
neglected for so. long. 
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ACCOUNTING FOR SELF- SERVICE STOF 


by N. C. TURNER, F.I.A., Director and Secretary, 
and B. T. RAMM, B.A., PIA. Assistant Secretary, J. Sainsbury Ltd 


O the accountant compiling the operating 

accounts of a’retail store it makes no 

difference whether the staff hand the goods 
straight to the customer across a counter ‘or 
leave them in a self-service fitting to be picked up 
several hours or even days later. Why, then, this 
article? The need for it arises: from the changes 
that self-service has brought about in retailing 
costs; as a result, detailed and up-to-date operating 
agpounts for individual stores become not merely 
desirable but essential. 
__ A trader operating by conventional methods 
knows that in general as long as he buys com- 
petitively and operates his business economically, 
traditional mark-ups will give him a fair profit, 
but when he comes to self-service the ground is 
latgely uncharted, Selling costs are very much 
altered, patticularly the relationship between 
those for 
proprietary groceries and canned goods may be 
dramatically reduced whilst those for lines that 


have ta be pre-packed on the premises may . 


actually be increased, especially if the trader 
allows his enthusiasm for attractive packaging to 
run away with him. Ironically, the margins on 
the first group are often fixed by resale price 
maintenance whilst it is at the latter that the 
customer probably looks hopefully for signs of a 
reduction in distribution costs.: In addition to 
these changes, it is almost certain that the equip- 
ment — dhd possibly the building — will have been 
paid for at post-war prices thus removing one of 
the props of the inefficient trader. At the same 
time, unfamiliar products have probably been 
added to the range of lines stocked and changes in 
sales will have upset°the balance between the 
original commodities. All this points to the need 
for very detailed. operating accounts available 
as rapidly as possible. 

` What follows is written from the point of view 
of the large multiple operating both types of 
store; most of it is equally applicable to. the 
smaller business; though differences would ‘rise 
in the greater ease of collecting the data for a 
smaller business and in the possible lack of other 
shops’ results to use as a yard-stick. The problem 
is treated as one of management accounting, Le. 
the production of a set of figures to give a dynamic 
picture of each individual store’s operation rather 
than accounts which dovetail exactly into those of 
the company as a whole. 


different commodities. Those for ` 


Form of the Acceunts 

Mention has already been made of the 
effect of conversion to self-service on tł 
different departments of the shop; ti 
appear to imply separate accounts no’ 
each shop but for every department (o1 
related commodities), obviously an imf 
proceeding. Inquiries into the relativ: 
costs of different departments can only 
answered by means of special investigz 
single shop covering a very limited peric 

Before discussing the form that 
shops’ accounts should take, it is 
consider the questions that require z 
The most important of these are pro 
following: 

“What contribution is each shop maki 
profitr. 

If, in a particular case, this is insuffk 
factors are GE 
_ How do the running costs compare wil 
a conventional service shop? 

What return is the shop giving 
invested? 
Basically, the conde required con 
figure for the gross profit earned by the 
figures for its trading expenses tabula 
headings in such a way that they ca 
related with the physical facts respo 
them. Although, owing to seasonal variz 
usually necessary to examine the figi 
whole year before one can draw ` 
conclusion, the ideal method is to prox 
month by month and express the re 
moving annual total; punched-card ac 


-makes this practicable even when severa 


shops are involved. Circumstances ch 
rapidly in the first two years of a shop 
and it is. desirable to obviate the de 
ensues if accounts are produced onl 
twelve months corresponding to the fi 
year. Where seasonal variations in 
are not important, quarterly accoun 
considerable value if the effect c< 
tional items of expenditure is taken int 
when interpreting them. 


Calculation of the Gross Pro 
Whilst ‘it is not practicable to calculate 
profit by having a complete trading a 
each: individual shop, it is not. s 
accurate to distribute the’ whole Dr 
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profit between shops in proportion to their turn- 
over; for a variety of reasons the percentage 
margin at a self-service store is likely to differ 
markedly from that at a conventional service 
shop. Some method of approximation with an 
accuracy intermediate between these two extremes 


' is, therefore, required; one such method is as 


follows. For the purposes of stock control it is 
‘desirable that the retail prices should be made the 
basis for the charging of goods to branches. A 
standard percentage margin should be fixed for 
each department, this acts both as an approxima- 
tion to the percentage gross profit earned by that 
department and as a target for price fixing. Goods 
are then charged to the shops at retail price less 
this percentage, leaving a balance of profit or loss 
which will be sufficiently small to distribute 
between branches on the basis of their turnover 
without any appreciable loss of accuracy. 


Leakage and Weighing Losses 
Mention has been made of the use of charging 
at retail prices for the purpose of stock ‘control 
and this implies the incorporation of allowances on 
certain goods to cover loss during cutting and 
weighing or evaporation prior to sale. It is likely 
that these allowances will have to be different at a 
self-service shop from those’ needed’ by the 


average service branch due to different methods `- 


of packing and weighing and different require- 
ments under weights and measures legislation 
when goods are packed and priced prior to sale. 
From the point of view of comparing the cost 


“of self-service with old methods of trading, it is 


important that these allowances are made in such 
a way that the difference is charged to the branch 
and not lost in a central trading account. For 
the purpose of comparison, it is desirable that 
there should be available a breakdown of the 
gross profit: into: 

(a) the amount allowed by means of the standard 

departmental percentages; 
(b) any special allowances for weighing losses, 


breakages or wastage of goods; and. 
(c) stock surpluses or deficiencies. 


Both pilferage by customers and differences 
from the normal shop in weighing losses make a 
comparison of (c) with other shops of particular 
interest. It is important to know how much of the 
difference between the self-service gross profit 
margin and the average is due to this cause and 
how much to the difference in the make-up of 
the shop’s trade. The latter implies an accurate 
knowledge of the make-up of the turnover of the 
branch. Some sub-division can be made by the 
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‘cash registers used at the check-outs but if the 


check-out operators are asked to analyse the 


_ takings under too many headings, the information 


ig liable to become very inaccurate at times of 

pressure; it is desirable, therefore, that the sub- 

division should be res trigted as far as possible. 
It is vital that the cash taken for a commodity ~ 


-such as fresh meat or fruit and vegetables — where 


the retail value of the final output is very variable 
or dependent on spoilage—should be separ- 
ately recorded at the check-outs so that it does not 
distort the stock results for the rest of the shop. 
To ensure accuracy, only a division of this nature 
should be asked for from the check-out operators. 
The finer sub-division of the branch’s turmover 
which is necessary to show the effect of self- 
service on the volume of the shop’s trade and on 
the gross profit percentage is best arrived at by an 
analysis of the value of the goods charged out to 
the shop. 
| Analysis of Running Costs 

The bulk of the running e&pensts are directly 
chargeable to individual shops; others, such as the 
salaries of supervisory staff, transport costs and 
the expenses of running the central organization, 
can be distributed over individual shops in 


„proportion to turnover, with a sufficient degree of 


agcuracy. The exact headings under which the 
expenses are divided must depend to some extent 
on the way in which the shops are administered 
but certain divisions are essential. 

It is clear that the cost of wages and of packing 
materials are of the first importance when making 
a comparison with the conventional service shop. 
The amount of the rent and interest*charges on 
the cost of freeholds are very largely an accident 
of time and place. Whilst they must obviously be 
included to answer the first of the questions 
propounded above, the answers to the third and 
fourth require a total ofexpenses excluding these 
charges. A self-service shop may employ a 
considerable quantity of expensive refrigeration 
equipment and it is essential, therefore, that 
adequate allowance is made for depreciation. 
Too conservative an estimate, however, must not 
be made for the life of this equipment, otherwise 
a° comparison with older typês of shops is 
seriously vitiated, since on such a basis they would 
contain equipment still in use but off the de- 
preciation list. e 


Interpretation of the Accounts 


For the purposes of comparison both betweem 
shops and for one shop over a period of time, the 


figures for gross profit, expenses and the resulting: 


+ 
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net profit, should be expressed. as a percentage of ` 


turnover. The interpretation of these figures is 


not an easy matter; it is impossible to produce a 


set of accounts which mean exactly what they 
_appear to. The results of the first year’s operation 
of a new shop bear little resemblance to those of a 
shop which has settled down to a stable condition. 
The turnover may grow rapidly for at least the 
first year of the shop’s life; surplus staff may have 
to be carried to meet the increase and, in 
addition, staff will initially probably be carrying 
out unfamiliar work in unfamiliar surroundings 
with a resulting slowing down of the tempo of 
their work. Equipment will be new, and except 
perkaps for initial teething troubles, will require 
less than normal maintenance. Whilst it is 
essential to be aware of what is happening in the 
first months of a shop’s life so that normal 
conditions may be established as soon as possible, 
one must beware of drawing too many conclusions 
from the accounts covering this period. 

Lia important to associate the items under each 
headin’ with physical indicators of what is 
happening at the shop. Examples of such 
indices are the turnover per head of staff, 
turnover per foot of floor space, per foot run of 
gondola shelving, electricity consumption per kilo- 
watt of installed load, consumption of wrappin 
materials as a percentage of standard quantities 
based on sales volume. The use of such figures 
greatly facilitates the explanation of any excep- 
tional expenditure. 


Departmental Costings 
We have Already mentioned the need for a 
knowledge of the running costs not merely of 
individual shops but of separate departments 
within these shops. Such accounts can only be 
. compiled by means of special investigations, 
covering possibly as shdért a period as a single 
week, in order to determine how to allocate the 
running expenses of the shop over individual 
groups of commodities. For the purposes of 
allocating wages costs, staff can be divided into 
three groups, firstly, those employed full time 
on the preparation and sale of the particular 
group of commodities under consideratidn, 
secondly, those who spend a a definite proportion 
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Other items, such as wastage during weighing 
and packaging material costs, are directly charge- 
able to the department concerned and present no 
problem. Charges relating to the premises are 
most accurately distributed on the basis of space 
occupied for preparation, storage and display 
with, if possible, distinction between warehouse 
and shop space. In the case of the cost of 
electricity, depreciation and maintenance of 
equipment, the basis of allocation must take into 
account whether the commodities concerned 


require refrigeration or not. The charges for 


premises, maintenance work, etec., should not, of 
course, be: those actually incurred during the 
week under consideration, but based on a whole 
year’s figures. 

Another point not to be overlooked is that the 
contribution of each department toward’ the 
overall stock surplus or deficiency is very 
different, but in a self-service shop it is quite 
easy to obtain an estimate of this since the 
labelling and pricing of each article at the time of 
packaging enables one to calculate the out-turn 
of a bulk package of any commodity with a fair 
degree of accuracy. For example, by adding up 


the price tickets put on each package derived 


from a side of bacon, one can calculate the 
expected realization per hundredweight and com- 
pare it with the price charged to the.shop. 

Such an allocation of the net profit of the whole 
shop between the different departments is 
usually very revealing, but again a word of 
warning must be issued as to the way in which 
the figures should be used. Whilst obviously no 
department should be allowed continuously to 
show a substantial loss, it is impossible to earn 
the same profit on every commodity and to treat 
each department as if it led an independent 
existence. The example given at the beginning 
of the article of the effect of resale price mainten- 
ance illustrates this point. 


Return on Capital Invested 


We have been mainly concerned with accounts 
designed to give figures for the day-to-day 
running costs of each shop and enable a compari- 
son to be made between the profit earned by 
E branches; in E mg enable one 
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estimate of the running costs of a projected new 
branch or conversion of an existing branch ‘to 
self-service. Thus, when the turnover of a new 
shop or the increase in turnover consequent on 
conversion to self-service has been estimated, it 
is possible to say how much will be available each 
year for the payment: of rent and return on 
capital invested, and to ensure that this is 
adequate. One can also make a GE 
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between the yield: of an investment in a self- 
service shop with that obtained from one trading 


: by conventional methods. 


Such financial considerations alone should not 
be allowed to determine policy in this direction , 
since the attraction that self-service has shown 
for the customer may, before long, make it 
difficult for the ordinary service shop to compete 
on a ZE scale. 


AUST RALASIAN COMMENTARY - XXII 


Professional Topics in Australia and New Zealand 
by S..R. BROWN, LL.B., F.C.A.(AUST.) ° 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Audit Objectives l 

N interesting point arises from the paper of 

Mr C. H. Perkins, B.COM., F.P.A.N.Z., on 

“Trends in New Zealand auditing prac- 

tice’. Dealing with the objects of an audit, Mr 

Perkins states that the first one is the ascertain- 

ment of whether the accounts and balance sheet 

show a true and fair view, etc. In second place is 

the prevention or uncovering of fraud, but as to 
this Mr Perkins says: 

‘Here the emphasis is on fraud by the company’s 
officers by muisrepresentation in the accounts, 
rather than on the misappropriation of goods or 
money by employees.’ 

" Although there are some practitioners in 
Australia who have recently asserted that detec- 
tion of fraud is the dominant object of an audit, 
the majority of the profession here would agree 
with Mr Perkins. (The Accountants’ ee 
(New Zealand), March.) 


Receipts 
Described by the editors of The Australian Law 
‘journal as ‘the latest blow to the machinery 
of business’, an amendment to the New South 
Wales Stamp Duties Act now requires, in effect, 
that documents must be brought into existence 
in order that duty may be paid on them. The 
Act had provided that it was an offence where 
any person, in any case where a receipt would 
be liable to duty, refuses or without reasonable 
excuse omits to give or tender a receipt duly 
stamped, or on payment to the amount of £2 or 
upwards gives separate receipts for 8ums not 
amounting to £2. 
The amendment referred to sets out that: ` 
‘The obligation. hereby imposed to give op 


tender a receipt duly stamped shall not be affected 
or diminished in any way by any commercial 
practice or by any acquiescence, intimatiqn or 
indication, expressed or implied? by the payer 
relating to the giving or tendering or non-giving 
or non-tendering of any such receipt.’ 

Prior to this amendment, customs had grown 
up as a result of which persons paying money 
did not require receipts; and most customary 
practices constituted ‘reasonable excuse’ so far 
ag the statute was concerned. Now, however, 
no excuse exists for not tendering a duly ca 
receipt in the appropriate case. 


Research Programme 


The accounting research programme of the 
Australian Society of Accountant? includes, 
among other things, the publication of a series 
of statements on accounting practice. A number 
of committees have been appointed throughout 
Australia and are at work on the investigation 
and analysis of various’ aspects of practice with 
the aim of crystallizing and codifying principles. 


Consolidated Statements 

The first in the above mentioned series and 
titled Notes on the preparation of consolidated 
statements, has just been published.* Produced 
after some eighteen months’ work by a New South 
Wales committee, the statement consists of two 
parts. The first, a preliminary one, deals briefly 
with the purposes of consolidated statements 
and makes recommendations regarding the prob- 
lem of excluding subsidiaries from particular 
consolidations and in respect of uniform account- 
ing procedures to be applied by, member 
companies of the group. 
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The second part deals with general principles 
to be. applied in the consolidation process and 
refers to utilization of pre-acquisition profits and 
reserves, goodwill and reserves on consolidation, 
_piecemeal acquisition of a controlling interest, 
preference shares, unrealized inter-company pro- 
fits, inter-company balances, fixed assets and 
adjustment of depreciation charges, post-acqui- 
sition profits and losses and bank balances. 

The committee consisted of eight members of 
the Society, two of whom were the Professor of 
Accounting of the New South Wales University 
of Technology, and the Associate-Professor of 
Accounting of Sydney University. 

a 


Company Boards 


In a recent lecture delivered in the University of 
Western Australia, Mr R. K. Yorston, F.A.8.A., 
produced some interesting statistics relating to 
the constitution of company boards. From a 
survey of 340 public companies throughout 
Ausfrajia he found that the model board was five 
members. Of the 1,784 directors, 668 were full- 
time executive directors and rt were outside 
directors. Of the outside directors, 245 were 
= accountants, and this was the group with the 
greatest numerical strength. Excluding 104 of the 

1,784. who did not say what their age was, 1,399 
_of the remaining 1,680 directors were between the 
“ages 40 to Dr, Of the 340 companies, only 96 
delegated any matters to committees, and of those, 
54 were share and share transfer committees. 


Circulating, Capital 


In the March issue of The Australian Accountant, 
Mr F. K. Wright claims that the difficulties in 
the interpretation of the working capital ratio 
suggest that this ratio is not as useful an index 
as is often claimed. He says: 

“There does seem to be something wrong with 
an index which may rise through strengthening of 
the financial position or through sheer bad 
management, and which may fall through shortage 
of funds or through improved efficiency.’ 

As a ratio that may be regarded as an index of 
the efficiefit employment of the working funds, 
Mr Wright suggests the circulating capital ratio 
which depends, in the case of a trading as opposed 
to a manufacturing business, on circulating capital 
consisting of the. value of trading stock plus trade 
debtors less trade creditors. 

On the assumption that the business trades 
steadily with.constant levels of sales, purchases 
and stocks and all purchases being made on credit 
while operating expenses are paid weekly, a 


THE ACCOUNTANT 


June 30th, 1956 


mathematical formula may be set up in the 
following way: 
Let the weekly purchases be £x; 
let the average mark-up be 100 m per cent on 
purchase price so that weekly sales are Zait Lat 
ee the stock be turned over £ times per annum; 
let the average number of weeks’ credit extended 
to customers be s; and 
Jet the average number of weeks’ credit granted 
by suppliers be p. 
Then the value of trade debtors will be Zar ee s 
the value of trade creditors will be {xp; and 
the value of stock at cost will be £52%/t. 
The ge capital will ey hae be 
C=x(1-m) s+52 x/t— 
and the circulating capital ratio will b be 
Re (Loi s+52/t 


(the x’s having cancelled out). i 
Mr Wright argues that the circulating capital 
of a business may be compared with: 
(i) a theoretical standard, computed from the 


ots 


equation given above or some variant ` 


thereof; - 
(ii) the circulating capital ratios of other 
businesses in the same trade or industry; 
(iii) the circulating. capital ratios of the same 
businesses in former years. > - `, 
From these comparisons, an impression may be 


gained that the ratio is on the high side, on the: 


low side, or about right. 


Business Decisions 


The study which Associate-Professor R. J, 
Chambers, of Sydney University, has made of 
the formal basis of business decisions has brought 
him to two conclusions. The first is that parts of 
the fields of study of accounting and economics 
are concerned with the same things, viz. the facts 
of business and the behaviour of business firms 
and business men. Greater intercourse between 
accountants and economists is suggested. The 
second is that very little empirical work has been 
done on the ways in which business men use the- 
information they are given and on the kinds of 
information they would like to have. Said 
Professor Chambers: 

‘Careful and patient field work will be required 
to establish the way in which formal information 
is used or modified by knowledge or impressions 
gained otherwise, and to discover what criteria 
business men in fact adopt when making their 
decisions. The justification of accounting practices 
must remain in doubt as long as there are gaps in 
knowledge of the part accounting information 
plays in decision Ge 


(The Australian Accountant, April.) 
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‘AN OLD SERVANT OF THE STATE’ 


PUBLIC LOTTERIES WERE PRECURSORS 
e OF PREMIUM BONDS ; Í 


by R. ROBERT, A.C.I.S. 


HE decision made by the Chancellor of 

the Exchequer last April to introduce 

premium bonds, with prizes but no 
interest, has been commented upon by a great 
many people. Some favour, some oppose, this 
insinuation of the ‘gambling’ principle into the 
realm of public finance, and there is a measure 
of agreement only in regarding it as a revolution- 
ary new invention. This is, of course, hardly the 
Case, Tor France, Sweden, Italy, U.S.S.R. and 
other countries have run State lotteries for years. 
Moreover, they once played an important role 
in the affairs of our own country. 


For the Ports and Havens 
The first English lottery of major importance 
was organized in the reign of Queen Elizabeth I, 
and a five-feet long handbill advertising it has 
survived to the present day. The lottery was 

‘erected by Her Majesty’s order, to the intent that 

such commodities as may chance to arise thereof, 

after the charges borne, may be converted towards 

the reparation of the havens and strength of the 

realm, and towards other publ?c good works. . . .’ 
The number of lots was to be ‘four hundred- 

ousand and no more’-— the price: ios each. 
For the lucky ones valuable prizes were promised 
in the form of money, plate and tapestry. 

Projected in 1566, this Elizabethan lottery 
met, at first, with a cool reception, and on 
September 13th, 1567, the Lord Mayor felt 
himself obliged to supplement the Queen’s 
proclamation with one of his own, so that 
‘certaine doubtes’ might be allayed. Even then 
there was little enthusiasm, and the drawing, or 
‘reading’, of the lottery had to be postponed until 
aid had been enlisted from justices of the peace, 
and mayors, all over the country. The city com- 
panies, too, were made to toe the line. 

At last, after long delays, the draw took place — 
in St Paul’s Churchyard, at the west door. Com- 
mencing on January 11th, 1569, the proceedings 
continued day and night until May 6th, and 
seem to have terminated on a note of success. 

A number of years passed and then, in 1612, 
we hear of another public lottery, under the 
patronage of King James I, for the ‘plantation 
of Colonies in Virginia’. This was drawn in a 


house near St Paul’s, and was so ‘honestly per- 
formed’ that even the losers had nothing but 
praise for it. During the whole time that the 
Virginia lottery was drawn there were present 
‘divers worshipful knights and esquires’, together 
with a number of grave and discreet ordinary 
citizens. The principal prize, won by a Londéner, 
was ‘four thousand crowns in fayre plate’, and 
was dispatched to his house in stately style. 

In 1620 an Order in Council suspended the 
holding of lotteries, and not until March 1627 
was the ban lifted. A licence was then granted for 
a lottery to be held with the object of financing a 
scheme for conveying watér from spripgs in 
Hertfordshire to the City of London by means 
of an aqueduct. 


The First State Lottery 
Not a few of the lotteries held in the second half 
of. Oe seventeenth century were fraudulent. 


People, therefore, became wary and we find, for 


example, that when Prince Rupert’s jewels were 
offered for sale by lottery, in 1682, the public 
refused to subscribe until the king had person- 
ally guaranteed that it would be fairly con- 
ducted. To make doubly sure, it was arranged 
that the goldsmith-banker, FranciseChild, of 
Temple Bar, should act as a trustee. However, 
as a contemporary wit remarked, ‘credulity’s 
always in fashion’, and, at about this time, the State - 
woke up to the fact that the running of lotteries 
was a highly profitable business — ‘a taxation upon 
all the fools in creation’. It decided to set up shop. 

- By an Act of Parliament dated 1694, a loan of 
£1 million was authorized to be raised by lottery. 
The shares were {10 each, and contributors were 
entitled to annuities for sixteen years — the pay- 
ments to be made from a fund of, £140,000 
appropriated annually out of the duty on beer 
and the tax on salt. Holders of the blanks received 
Io per cent on every share, and there were 
2,500 prizes ~ the highest being £1,000 a year. 

The results must have come up to expectations, 
for in 1697 the Government decided to organize 
another lottery, and an Act was passed authoriz- 
ing a loan of £1,400,000 to be raised. Tickets 
were offered at {10 each, and the prizes, number- 
ing 3,500, varied in value from {10 to £1,000; 
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There were also provisions regarding the blanks. 


One may note, in passing, that the reasons - 


which led to the promotion of these lotteries were 
the same as those which led, in 1694, to the 
founding of the “Bank of England, namely, the 
urgent need of money with which to prosecute 
a war, in this case against Louis XIV, then 


threatening the Continent as Napoleon and 


Hitler were to do later. 


Government Gambling Condemned 
In 1699 came a reaction against the indulgence by 
the State in gambling, and it was decreed that 
after December 29th they were to become 
illegd?. From the preamble to the Act of Parlia- 
ment it is clear that much harm had been done. 
‘Evilly-disposed persons’ had acquired great sums 
of money by fraud, to the ruin of respectable 
families, and to the reproach of the English laws 
and government. Lotteries were universally con- 
demned as a common and public nuisance. 

This, virtuous phàse, however, did not last 
long. By the time that Queen Anne was on the 
throne, gambling was again being countenanced 
in high places. In 1710 an Act was passed 
authorizing the raising of £14 million by means 
of a lottery in which every ticket-holder was 
entitled to an annuity for thirty-two years — the. 
blanks to 14s per annum, and the prizes to 
sums ranging from £5 to fi, ooo per year. Two 
State lotteries were held in 1711, and two in the 
following year. And the private lotteries were 
booming as never before. 

Moving into the Georgian era, we come across 
several lotteries which, like the one sponsored by 
Elizabeth, had good public works as their objec- 
tive. For example, in 1736 it was decided to 
build a bridge across the Thames at Westminster, 
as the ferry was no longer sufficient. King 
George IT signed an Act authorizing the sum of 


‘£700,000 to be raised by way of lottery, the 


residue of the money, after payment of prizes, to 


go towards building the bridge. During the same 


reign, in 1753, Parliament sanctioned the raising 
of £300,000 to purchase the libraries of Sir Hans 
Sloane and Sir Robert Cotton, and to erect a 
building. It was in this way that the British 
Museum, one of our most august institutions, 
came to be founded — on a lottery of which the 
Archbishop of Canterbury, the Lord Chancellor, 
and Mr Speaker were trustees! 


The Last Lottery 
There were, however, the shadier, ‘bubble’ 
concerns, which simply robbed the honest citizen 
of his cash, and encouraged the ‘get rich quick’ 
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mentality, still so much in evidence today. By the 
time. that the reign of George III was drawing to 
an end, many leading British statesmen were 
speaking blunt words about the ‘immorality’ of 
the State lotteries, advancing arguments that have 
a strangely familiar ring. The main line of attack 
was that the lotteries encouraged an unhealthy 
gambling spirit which ‘manifestly weakened 'the 
habits of industry in the nation’, and diminished 
the permanent sources of the public revenue. 

This was a view which gradually gained 
ground, and in 1819 a resolution was moved in 
the House of Commons, with the object of making 
further State lotteries; ‘under any system or 
regulation whatever’, illegal. But the hard- 
pressed Chancellor of the Exchequer, though he 
may have secretly sympathized, could not be 
persuaded to abandon so lucrative a branch of 
the revenue, and heaved a sigh of relief when 
the motion was defeated. 

Nevertheless, the strong case put forward by 
the ‘abolitionists’, during the course of the 
debate, was not entirely without result. It was 
clear to the more far-seeing members that the 
State lotteries, though temporarily saved, would 
in the end have to go. The last one was actually 
drawn in 1826, and the accounts of it make ex- 
tremely entertaining reading. 

During the spring and midsummer of that 
year every man, woman and child in the United 
Kingdom was urged by official propaganda, and 
the lottery-house keepers, to make a final bid for 
fortune. Men paraded the streets with placards>* 
there were carnival processions, and thousands 
of handbills were distributed, announcing that 
on July 18th ‘lotteries would end for ever’. 
Yet the response was only luke-warm, and a 
reprieve had to be ordered by the Lords of the 
Treasury — Wednesday, October 18th, 1826, be- 
ing fixed as positively the closing date. 

More tickets were sold, and the draw took 
place in Coopers Hall, Basinghall Street, 
London, commencing at five o’clock in the after- 
noon. A crowd packed the public gallery, though, 
as it turned out, only one of those present was 
lucky enough to win a prize. By half-past six 
everything was over, and hopeful excitement had 
given way to disillusion and long faces. 

4*shapter of financial history had been closed 
and the lottery, that old servant of the State, 
breathed „its last, ‘unregretted by any virtuous 
mind’, but leaving a problem on the hands of 
the Chancellor of the Exchequer, who had to 
plug a gap in the revenue amounting to some. 
£250,000 a year. 
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Scene: An Inspector of Taxes office in that charming 
little town of Trees-on-the-Green. The Inspector ts 
seated at his desk. Opposite him is a woman of 
| about forty summers who has a quizzical look on her 

face. 

CALLER: I am Miss Hessy-T ate. 

- INSPECTOR: I am glad to meet you, Miss 
| Hessy-Tate. I saw you at he amateur show on 

Wednesday evening — you were very convincing 
| and I greatly enjoyed your performance. 

Miss H.-T.: Thank you. I enjoyed it myself. 

It’s great fun. 

Inspector: Well, what can I do for your 

Miss H.-T.: I have come for some advice. It is 

about my housing problem. 

INSPECTOR: Yes? 

. Miss H.-T.: I live in a rented house at a low rent. 
I am thinking of buying a larger house but a 
friend tells me that if I do so, I shall have to pay 
income tax on e annual value, and I do not 
like that at all. 
INsPEcTOR: It does not necessarily follow. 
‘Miss H.-T.: You see, I do pay some income tax 
but most of my money is in building society 
| sttares, and I do not pay income tax on the inter- 
est, which suits me very well. 

INSFECTOR: If you pay some income tax, and you 
| do buy a house, you will be liable for tax on the 
Schedule A value; that is, if you pay for it out of 
your building society money. 

Miss H.-T’.: That is what would be disagreeable. 
I need not give up my present house, and that is 
| why I have come to see you. Would it help if I had 
| a building society mortgage? Would I have to pay 
| tax then? 
|  Inspecror: Yes, unless the building society 
| mterest was equal to or more tiaki the Schedule 
| A value of the house. . 

Miss H.-T.: That would mean rather a large 
| mortgage, would it not? 
! 
| 








INSPECTOR: Very probably, at present prices of 
houses. 
Miss H.-T.: And I would have to pay the 
building society repayments? 
Inspector: Naturally. 
Miss H.-T.: Then that does not seem to help 
' much, does it? 
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THE INSPECTOR OF TAXES INTERROGATES 


THE HESITANT LADY WITH THE HOUSING FREE 


e by WILFRED TULLETT, F.S.A.A. 


. The Editor informs readers that the characters and places in the following artide are purely 
imaginary and that no reference ts intended to any living person or to any particular place. 


INSPECTOR: If you use part of your capital, the 
income from which you now receive without 
deduction of tax, you will not pay tax on the 
income you lose on the old investment, as this 
income will not then arise. Then you might so 
arrange your finances that the come lost and 
the Schedule A value of the house is the same. 
This would make your tax position as it is now. 

Miss H.-T.: Thats certainly to the point. 
Would it be the same if I used capital, the income 
from which I now receive less tax? 

Inspector: Apart from minor See yes. 

Miss H.-T.: That’s very intgresting. I also have 
some money in savings certificates, and eould 
realize this, but again I would lose my tax-free 
interest. 

INSPECTOR: ‘True. . 

Miss H.-T.: It all seems very wrong to me. Here 
I am, prepared to buy a house, and to release the 
one I occupy to someone else, and, instead of the 
Government being pleased ‘about it, they are 
going to tax me. It does not seem to make sense! 

Inspector: That’s how it is. 

Miss H.-T.: Well, thank you very much. I will 
have a look round. However, as I say, my present 
house is lowly rented. It is a pleasant little place, 
and I might do worse. After all, my fri€nd seems 
to be right. He did advise me not to buy a house. 
But I must be off. I will think about it. Very 
many thanks. 

INSPECTOR (amused): Good morning, Miss 
Hessy-Tate. Don’t do anything rash, will you! 

Miss H TI: Oh, nol I would never do that. It 
is better to be sure than sorry, isn’t it? Good 
morning. (Goes out.) 

INSPECTOR (fo himself): She’s a nice little thing, 
but she will be a handful to some man — some 
day! She’s rightly named! eo 

(There is a knock at the door.) 

INSPECTOR: Come in. 

(Miss Hessy-Tate flits tn again.) 

Miss H.-T.: Just occurred to me? I kave been 
offered a larger house to rent. That would not 
increase my tax, would it? But, of course, not! 
Good-bye, Inspector. (Flits out again.) 

INSPECTOR ( flabbergasted): Well! Why didn’t 
shte tell me that in the first place? 
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WEEKLY NOTES 


In Defence of the Realm 


S , 
REPORT OF COMMITTEE ON UNPATENTED INVENTIONS 


Last November we afnounced that Sir Harold 
Howitt, G.B.E., D.S.0., M.C., F.C.A., had been appointed 
chairman of a committee of inquiry set up by the 
President of the Board of Trade to consider whether 
the Crown should have powers to authorize the use 
of unpatented inventions and unregistered designs 
in connection with Government contracts for defénce 
purposes. | 

In its recently published report, the committee — 
th® other members of which were Sir Robert Barlow 
and Mr John Megaw, Q.c.—surveys the background 
to the inquiry, reviews the evidence submitted by 
the Ministry of Supply and by various industrial 
organizations and gives its own comments and.con- 
clusions.1 It recommends that the Crown should be 
given permanent powers to authorize the use of 
technical information for defence requirements (the 
term,‘defence’ to bt narrowly defined) but that any 
powers to require disclosure to the Crown or to any 
other person should be specifically excluded. It 
suggests, also, that such powers should be exercised 
only at the highest level and that adequate arrange- 
ments for re-negotiation, appeal and compensation 
should be made. 

In a written reply to a question in the House. ‘of 
Commons last week, Mr Peter Thorneycroft, 
President of the Board of Trade, said that the Govern- 
ment had accepted the committee’s findings with one 
modification and that a bill to give effect to them 
would be introduced as soon as is practicable. If it 
becomes law, the new statute will supersede a 
survivingsDefence Regulation of the late war enabling 
contracting Government departments, ‘in the interests 
of the Defence of the Realm’, to authorize the use 
of vital technical information. 


What is a Settlement ? 


The legislation directed against the saving of income 
tax by. means of settlements on minor children gives 
to the term ‘settlement’ a very wide meaning indeed. 
In CIR v. Buchanan (The Times, June 23rd, 1956) 
Vaisey, J., SE the opinion that where a parent 
surrendered a full life interest under another settle- 
ment, with the result that the income became payable 
to his minor «children, that surrender itself was a 
settlement within the meaning of what is now Section 
403 of the Income Tax Act, 1952. However, his 
Jordship’s decision in the case cited was in favour of 
the taxpayer, * as, although there was a surrender of 
a life interest, the circumstances were different. 
Lady Dufferin and Ava had a protected life 
interest in yemainder under a will which also pro- 
vided that any life-tenant might surrender his life 
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interest to the persons next entitled or to any one or 
more of them, and that any such,surrender should 
operate in favour of the person to whom it was made 
as though the life-tenant were dead. In March 1948 
Lady Dufferin and Ava surrendered her interest in 
favour of her three infant children and on the follow- 
ing day their father surrendered his own life interest 
in possession. Thereafter the income was applied 
for the benefit of the children. Assessments to 
surtax on the father included this income. His appeal 
against this inclusion was allowed by the Special 
Commissioners, and the Crown’s appeal to the’ 
High Court was dismissed. Vaisey, J., observed that 
as the life interest of Lady Dufferin and Ava was 
a protected one, it was only by the express provision 
in the will that she could surrender it all. The effect 
of the surrender was set forth in precise terms by 
the will. Accordingly, the income became applicable 
for the children’s benefit not by the surrender but 
by the terms of the will. 


Financial Thumbscrews: Another Turn 


The decision of Danckwerts, J., in CI.R. v. Parkfield 
Collieries Lid (34 ATC 166), which was the subject 
of a leading article in our issue of June 4th, 1955, has 
now been affirmed by the Court of Appeal (The Times, 
June 26th, 1956). The company’s colliery business 
was nationalized as from January Ist, 1947), as from 
which date the company’s income consisted largely 
of compensation payments, but to some extent of 
investment income. The Special Commissioners 
made surtax directions on it for the three years ended 
April 5th, 1950, on the grounds that it was an invest- 
ment company. The company appealed successfully 
to the Special Commissioners and also obtained a 
favourable decision from the Board of Referees. 
Danckwerts, J., held, however, that the company - 
did not, during ‘the years in question, exist wholly or 
mainly for the purposes of carrying on a trade, and 
that its income was mainly investment income. He 
accordingly upheld the dee although. with 
obvious reluctance. In the Court of Appeal, Singleton, 
J., said that the House of Lords decision in CIR v. 
Butterley Co Lid (see The Accountant, June 23rd, 
1956) made it clear that a former colliery company 
receiving compensation was not thereby carrying on a 
trade. At the end of 1946 there had been a complete 
change in the position of the company; the reason for 
it was immaterial. It was the misfortune of the 
company that it had been deprived of the opportunity ‘ 
of carrying on its trade. It was a further misfortune 
that tha,company now came within the definition of 
an investment company. The appeal must be diş- 
missed. Morris and Romer, L.JJ., read concurring 
judgments. The company was given leave to appeal 
to the House of Lords. 
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. Slow but Sure? 
: The Government is apparently satisfied that the 
` mild deflationary prescription which has been 
` gradually administered over the last year or so is 
. moving economic trends in the right direction. This 
| view is expressed În the latest issue of the Treasury’s 
| Bulletin for Industry, issued last week. Optimism is 
_ tempered, however, by some anxiety about the 
trend of money incomes. 
| The volume of exports in the first five months of 
: 1956 was e per cent higher than the 1955 average 
| while imports were only r$ per cent higher after a 
' big jump of 114 per cent last year over 1954. A useful 
_ though not spectacular increase in the gold and dollar 
' reserves has also been recorded over the same period 
of this year. Investment in buildings and machinery 
continues to be at a high rate and the volume of 
| retail sales (where one would expect to find the 
| impact-of deflation appearing most clearly) showed 
only a slight decline in the first four months of 1956 
' compared with a year ago. The biggest decline among 
| consumer goods has been in durable goods such as 
| radio sets and motor-cars. One way and another, the 
| index of industrial production declined by 2-2 per 
Cent in the first quarter of this year compared with 
the last quarter of 1955 when seasonally corrected. 
! Some drop in production would be expected if a 
| deflationary policy was to have any effect at all and a 
decline ‘of this size could mean no more than a 
minimum readjustment of industrial resources to 
| meet the increasing pressure by monetary conditions 
on the home market. ` ' 
On the labour side, there have been a few signs 
of a less acute shortage compared with the first four 
' months of 1955 when the number of workers em- 
| ployed increased by 126,000. There was a drop of 
| 17,000 this year and there has been a drop in the 
| number of unfilled vacancies, a large increase of 
| short-time working and a sizeable drop in overtime. 


Fuel and Power Toe the Line 


| It is just over six months since a number of industries 
| undertook to hold their prices for six months in an 
' effort to make a contribution towards stabilizing 
prices. It has been apparent for some weeks that these 
industries will find it impossible- to extend the 
moratorium beyond the end of June owing to the 
increasing pressure of costs. The nationalized 
industries have been under fire of late because they 
have not made a similar gesture but have, so it has 
been said, contributed to the rising level of costs 
by putting up their charges. This criticism reached 
a peak at the recent meeting which the Prime 
Minister had with employers and trade unionists 
on pegging prices in the private sector of the economy. 
It has been known that a similar meeting would 
shortly be held by the Prime Minister with the 
nationalized industries. In the circumstances, it is 
not surprising that coal and electricity have taken 
their cue. 
Since the coal industry raised its prices on June 
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ist, it is in a particularly fortunate position when it 
comes to offering to hold its prices for a period of 
time. It is said that unless something quite unexpected 
or exceptional occurs the price freeze will be main- 
tained for twelve months. The Central Electricity 
Authority announced its decision ‘to hold prices 
over a week ago and the de@ision was discussed in a 
note in last week’s issue. It remains to be seen what 
effect the decision will have on industrial costs and 
trade union wage demands over the next few months.. 
The British Transport Commission is expected to 
make an announcement on transport charges this 
week after this issue has gone to press. 


Better Coal Results 

In the first quarter of 1956 the coal industry made a 
profit of £6 million, thus reducing its accumuldted 
deficit, since the National Coal Board was established, 
to just over £30 million. Had it not been for a loss of 
over £6 million on imported coal, the quarter’s 
results would have looked quite impressive. The 
actual gross surplus before deducting this loss on 
imports and also a provision for interest payments 
and taxation was {12-5 million. 

The results were not altogether whexpectad. A 
profit was looked for but it was not thought to be as 
large as the one in the previous quarter, owing to the 
wage ‘award made in February. On the other hand, 
the results were not able to benefit from the price 
increase which came in force on June rst. Over the 
quarter there was an improvement in output due to 
the“drop in man-days lost through strikes but man- 
power and absentee figures continued to be dis- 
appointing. Provided there is no further wage award, 
the industry may look forward to a period of stability, 
benefiting to some extent from the increase in prices 
announced at the beginning of this month. That 
stability is reflected in the decision to undertake to 
peg coal prices for twelve months, an annquncemen 
which is discussed in another note. 


German Trade Boom 
It has been apparent for some time that Germany also 
is enjoying the problems as well as the benefits of full 
employment. At the end of last week the German 
Government announced further measures to curb 
inflation. There are signs that the boom has got 
slightly out of hand owing to the high rate of 
public and private investment. This has occurred in 
spite of a substantial rise in interest rates and a 
removal of the tax incentives to exporters which came 
to an end in December. The continued*® buoyant 
expért surplus has put a considerable strain on the 
liquidity of the banking systern and last month the 
special consideration given to export bills in the 
discount market also came to an end. . 

The Government has now introduced a new range 
of controls including hire-purchase restrictions and 
measures to reduce public and private investment. 
It remains to be seen if this latest round of restrictions 
will be sufficient to prevent serious inflation develop- 
ing now that the Western German economy fs at a | 
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state of full employment. It may well be that industrial 
ee will not be able to maintain its recent 
evels of output as labour becomes increasingly 
scarce. 


Macltinery Mission for India 


India continues to be® wooed by the industrial 
countries of the world as an outlet for heavy machi- 
nery and metal exports. It is evident that providing 
political stability is maintained in sub-continent, 
the opportunities for equipping new industries over 
a number of years are vast. It therefore behoves 
would-be contractors to establish goodwill at an early 
stage by getting in on the ground floor. There have 
beea a number of outstanding instances of this 
recently. There was the struggle by this country to 
get a share of the expansion of the Indian steel 
industry under the first and second five-year develo 
ment programmes and the efforts to become the 
main consultants in the establishment of the Indian 
electrical engineering industry. Both these efforts 
were successful. | 

A mission is now to be sent to India under the 
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joint auspices of the Federation of British Industries 
and the Colombo Plan. This mission is givi 
particular attention to the Indian Government’s. - 
plans under the second five-year plan. When it arrives ` 
there it will find competitors “already in the field, 
notably from Japan, Western Gtrmany, -and the 
United States. The Japanese have already assembled 
a mission and it is likely that the other two potential 
competitors may have done the same. Fortunately, 
the United Kingdom delegates will have the advant- 
age of the successful experience of other missions 
which have gone to India in the last few years to find 
long-term markets for British machinery and 
skill. Not the least significant aspect of the move 
so far is the fact that one of the most useful and 
successful jobs done under that plan is the export 
of technicians to the East and the facilities made 
available in the- West for trainees. It may yet be 
found that success in obtaining good business for 
British machinery depends on a judicious mixture 
of competitive prices, attractive credit terms and ~ of 
increasing importance — facilities for training young 
Indians in technical and managerial expertise. 


REVIEWS 


The Principles of Executorship Accounts 
(Second Edition) 
by H. A. R. J. Wilson, F.C.A., F.S.A.A.- 
(H.F.L. (Publishers) Ltd, London. 15s net) * 


This book is primarily intended for students’ pre- 
paring for the intermediate accountancy examinations 
but rightly points out that it will be helpful to the 
layman. In less than 160 pages it gives an extremely 
competent account of the’ law, embellished by 
practical examples both of computations and of 
actual acceunts. The brief description of estate duty, 
and the exposition of the well-known rules about 
equitable apportionment are very clear and the whole 
book has a comforting and well-merited air of 
assurance. 


Personnel Management: 
Its Scope and Practice 
(Third Edition) 
by C H. Northcott, 
. M.A.(Sydney), Ph.D.(Columbia) 

(Sir Isaac Pitman & Sons Ltd, London. 30s net) 
During fhe five years that have passed since the 
first appearance of this excellent book, there have 
been considerable developments both in the theory 
and practice of personnel management. It is now 
generally accepted that human relations are, as the 
author says, ies sum and ue of direétion’, 





two-fifths of which represents new material — is timely. 
Difficulties between management and staff threaten 
in some cases to become more acute than for a long 
time past, and wise management was never more 
needed than it is today. 

The purpose of industry is clearly. defined by 
Dr Northcott as 

‘the production of goods and services of the right 

kind, quality, and price, at the time desired, in the 

quantity called for’. 
The fact that this purpose is fatally hampered by is 
disputes and stoppages is one that has to be admitted 
and acted upon by employers and employed. Manage- 
ment, per se, has no inherent capacity for under- 
standing men and women, and this book sets out to 
provide the guidance and the sound principles needed 
as the basis of judgments and decisions which are 
the real contribution of management to effective 
co-operation. | 

Among the subjects discussed are incentives, work- ` 
ing conditions and environment, joint consultation, 
profit-sharing, supply, placement, selection and 
training of staff, wage administration and the wage 
structure. Some years ago it was fashionable in 
certain quarters to denounce ‘the profit motive’, 
and even to condemn profits as something inherently 
immoral. Profit-making, as Dr Northcott makes 
quite clear, is rarely the main objective of an under- | 
taking, but profits are an essential condition of. its 
existence. They are 
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` Multiple Shop Companies, 

-Organization and Management 
(Third Edition) 


by V. G. Winslet, A.S.A.A., A.C.LS. 


(Gee & Co (Rublishers) Ltd, London. 21s net, 
21s 7d post free) 


The ever-increasing number of new towns and hous- 
ing estates, and the continual invasion of the country 
by the town, provide exactly the background in 
which the multiple stores expand and flourish. The 
number of their branches grows with what to the 
individual trader must appear alarming rapidity. 


The third edition of this useful book has been so. 


thoroughly revised and brought up to date that the 
text has been entirely rewritten. Considerable new 
material has also been added, including a chapter on 
the ‘supermarket’ or ‘serve yourself unit’, which is 
becoming more and more a feature of the mammoth 
concerns, and the addition to Chapter 1 of brief but 
interesting histories of the firms of Boots ` the 
Chemists and W. H. Smith & Son. Much of the 
advice on the means and methods of internal organ- 


ization and management is based on the author’s 


own experience, and we are glad to note that due 
attention is given to the human side of the large 
organizations. 

The book is wide in its scope and the material is 
treated in a way which makes it of value to all 
multiple shop companies. 


Foreign Trade and Foreign Exchange 
by L. E. Walton, F.I.B. 


(Macdonald & Evans Ltd, London. 27s 6d net) 


„Foreign trade is the very life-blood of the economy of 
“this country, and whether he realizes it or not, every 
inhabitant has a vital interest in it. There are few 

eople who have not some share, direct or indirect, 
in the business of importing and exporting, and every 
traveller abroad is taking part in international trade. 
It is just as well, therefore, that as many people as 
possible should know something about it. 

A full answer to the question ‘How does foreign 
trade work?’ requires the explanation of a number of 
essentially intricate matters that have been further 
complicated by two world wars. Mr Walton puts the 
knowledge and experience he gained during many 
` years as head of the foreign exchange department of a 
bank at the disposal of the readers of this book. He 
has had particularly in mind the needs of those 
closely concerned with international trade, and both 
they and students who are expected to be familiar 
with the theory of the subject will appreciate his 
practical approach and the fact that he appears to 
cover the ground without being long-winded. Those 
who set off for a foreign land armed with travellers’ 
cheques will also find some very useful information, 
especially in the chapters dealing with a simple 
exchange arithmetic and exchange and trade controls. 
Altogether a most useful and welcome book. 
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Accounting Practice ` 
by K. Hall West, A.C.A., A.G.W.A. 


(Gee & Co (Publishers) Ltd, London. 21s net; 
21s Qd post free) 


Mr West’s case — which he puts in an able and forth- 
right manner ~ is that the information contained in 
many company accounts@is more traditional than 
realistic and that, by taking thought, directors, 
secretaries, accountants and auditors could add 
considerable stature to financial statements if they 
included in them facts and figures of more practical 
interest to shareholders and to management. He 
reviews in turn the conventional way of stating’ 
fixed and current assets and, in particular, has many 
pertinent observations to make on the valuation of 
stock-in-trade. 
reserves he is less critical but he does emphasize the 
importance of not paying today’s dividends out of 
savings for tomorrow’s replacements. 

It is evident from these chapters and the disserta- 
tion which follows on the profit and loss account, ` 
on depreciation and on certain aspects of accounting 
systems that the author sees a company as a dynamic 
entity and believes that financial accounts should 
reflect this live quality and should help to perpetuate 
it. Entertainingly provocative on almost every page 
and never dull or dogmatic, this book, although 
‘not written solely or primarily for accountants’, 
is one which every thinking accountant should read. 
Even tf they do not agree entirely with the author’s. 
arguments, they cannot but be stimulated by them 
and that, above all, is necessary if the profession is to 
develop a philosophy as well as a technique. ` 


Hire-Purchase 


Spring Lectures, 1956, of the Institute of 
Bankers 
(Institute of Bankers, London. 2s bd net) 

To many accountants, hire-purchase conjures up a 
picture of rows of suburban villas with the well- 
defined television aerial. The more discerning 
recognize that hire-purchase in this country is still 
in its infancy and its potentialities are vast. It is all 
to the credit of the Institute of Bankers that they 
selected hire-purchase as the theme for their three 
spring lectures. 

An accountant is all the better for knowing 
something of economics and Dr R. F. Henderson, 
of Cambridge University, has painted a vivid 
picture of the economic effects of hjre-purchase. 
Ke strongly advocates hire-purchaee facilities for the 
acquisition of productive equipment by small firma, 
who inevitably have difficulty in financing expansion. 
Mr Maurice Lyell, oc, traces the history of the 
law relating to hire-purchase and Mr D. Carmichael, 
joint deputy chairman of United Dominions Trust 
Ltd, explains how the finance house fits into the 
picture. 

“The growth of this type of company’, he claitns, 
‘ig probably one of the most remarkable plienomena 
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in the financial development of this century.’ Apart 
from the ever-increasing number of small companies 
there are eleven nationally-known organizations whose 


aggregate capital and reserves are over {24 million. ` 


These lectures are lucid and stimulating. 
$ ° 
Lasser’s Tax Plannjng for Real Estate 
by The J. K. Lasser Tax Institute 
(Director and Editor: Sydney Prerau) 
(Reinhold .. Publishing Corporation, New York; 
Chapman & Hall Ltd, London. 8os net) 
In the United States, as in England, real property 
brings its own special problems in relation to income. 
taxes and death duties, and the need for a special 
text-book to help property owners, whether they use 


the medium of companies or not, requires no. 


canvassing. But, while this book deals ~ very 
adequately — with the tax problems of the property 
owner, at the same time it gives an illuminating 
insight into the whole of the American tax system. 
While, of course, tax systems are the creation of 
statutes, and while the American statutes naturally 
differ greatly i in wording frem the English, neverthe- 
less tHe problems, the devices, and the anti-avoidance 


legislation adopted to deal with the latter, bear a. 


remarkable resemblance to those in this country. 
' What is.typically American is the crispness of the 
, phrases used to denote familiar conceptions. Thus, 
the practice of a contfolled company issuing bonus 
preference shares which the shareholders can sell is 
called a ‘bail out’. A ‘thin corporation’ is one which 
operates on borrowed rather than share capital: 
These being the facts, the English reader who is 
concerned only with English taxes can, nevertheless, 
learn a good deal from this book. It presents familiar 
problems in an unfamiliar and stimulating way and 
has given at least one reader some new ideas. 


GE Accont and Statements 


H William A. Paton, Ph:D., C.P.A., Litt.D., 
with the assistance of 
| William A. Paton, Jr., A.B., M.B.A., Ph.D. - 


(The Macmillan Co, New York and London. 47s net) 


It is high time that some good-humoured protest was 
made against the incessant productivity of American 
authors. Accountancy, like art, is long, and the life of 
the reviewer is short. Yet ina never-ending sequence 
come those monumental volumes, each one dripping 
with erudition, and containing apparently the latest 
and the last word on the particular subject chosen. 
The current example, weighing heavily on the 
reviewer's desk and conscience, purports to be ‘an 
intensive treatment of accounting problems and 
procedures centering in the corporate form of business 
enterprise’ and, a8 far as can be judged from a finger- 
flicking excursion through the seven hundred odd 
pages, it sure is. To read this book with the conscien- 
tious thoroughness it deserves would take a working 
week. The best that can be done in the fractional time 
available is to indicate its contents and commend it 
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to those accountants and advanced students whose 
lives are so regulated as to permit of long spells of 
reading. 
The first seven chapters deal, inter alia, with the 
serra tee capital, reorganizations and mergers and the 
capitalization of reserves. The nextetwo deal with 
funded debt and the three, thereafter, with income 
determination. Then come seven chapters on financial 
accounts and reports. These include (in Chapter XIX) 
an interesting disquisition on the impact of inflation 
on accounting. Finally, there are five chapters on the 
special problems of consolidated financial statements. 

Perhaps the rational approach to a volume of this 
character and size is to study slowly a section or a 


, chapter at a time, regarding it as a work of reference 


to be dipped into rather than as a tréatise to be read 
from end to end. The authors, in their preface, 
modestly hope that their efforts ‘make at least a 
small contribution to the cause of clear thinking’ 
in the field of company accounts. It is pleasing to 
endorse that this aim has been amply achieved for, 
despite the book’s length and the admitted intricacy. 
of the problems considered, a fine level of lucidity has 
been maintained throughout. 


Ranking, Spicer and Pegler’s Executorship 
. Law and Accounts 


Nineteenth Edition 
by H. A. R. J. Wilson, F.C.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London. 35s net) 


This standard work first- appeared in 1895 and the 
present editor, Mr H A. R. J. Wilson, F.c.A., F.S.A.A. 
has been responsible for its’ revision since 1928. 
The new edition has been reset in modern type and 
format and much old matter, now only of historical 
import, has been eliminated. This has made room™ 
for additional material occasioned by new statutes, 
most notably the Intestates Estates Act of 1952, and 
current law cases. 

Most text-books are — for the practitioner at any 
rate — solely works of reference to be consulted on 
occasion but this manual has a quality of its own 
which compels one to go on reading after the im- 
mediate point has been verified. This may be because 
its subject — death and the devolution of sa al 
is in itself dramatic but much credit is due, also, to 
the original authors and subsequent editor for the 
skilful way in which they have assembled and 
presented their material. 


SHORTER NOTICE 


Ture British JOURNAL PHOTOGRAPHIC ALMANAC 
1956. (Henry Greenwood & Co Ltd, London. Board 
cover, 6s net; cloth bound, 8s 6d net.) There are 628 
pages in this book and a 32-page pictorial photo- 
gravure su SE There is no question that it is 
an essential for all who take photography seriously, 
and it is no exaggeration to say that it deals compre- 
hensively and authoritatively with every aspect of ` 
this fascinating subject. 


June 30th, 1956 
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FINANCE AND COMMERCE 


Gilt-edged market new issue operations, continued 
industrial uncertainty and cautious company state- 
ments keep home sections of the stock-market in 
- check. Elsewhere oil and gold issues receive support 
and ‘take-over’ developments have aroused interest. 


For Publicity 

A major development in company reporting since 
the Second World War has been the recognition 
that a company’s report and accounts can have a 
wider public than the shareholders. There has always 
been a tacit admission of this, of course, in the 
requirement that public and non-exempt companies 
must make their accounts available for public 
inspection in the files at Bush House. We refer, 
however, to the use of the report and accounts, 
chairman’s statement, illustrated description of the 
business and its products, etc., as actual publicity 
material for the business itself. 

” We were interested, therefore, to see the report 
and accounts of a Dutch company, whose name in 
English would be Netherlands Dock and Ship- 
building Company, which have been published in an 
English -edition for this very purpose of interesting 
business and other associates in its work. The trans- 
lation, it may be added, is also intended for distribu- 
tion in other countries and, for this purpose, English 
has the advantage of being a useful enough common 
language. 

The company itself is described in the report as a 
partnership in which two concerns in Amsterdam, 
one mainly dry dock and the other shipbuilding, 
joined forces after the war. Both were victims of the 
wearth-scorching of the retreating forces and for the 
post-war reconstruction decided that reconstruction 
could best be faced together instead of in opposition. 
Each company, ‘Scheepsbouw’ and ‘Dok’, retained 
its own shareholders but pooled its resources in the 
‘partnership’ company. 


Same Auditors 

The accounts, which we reprint this week, comprise 
the ‘partnership’ and those of its two members, each 
member reporting as a separate entity to its own 
shareholders. Both are paying 11 per cent on their 
respective capitals. One firm of auditors, Messrs 
Bianchi & Co, of Amsterdam, conducts the whole 
audit. 

The aim of the partnership is simply stated in the 
report. In brief, the establishing of a large ship- 
building and repair company able to give, in the 
combination of technical plant, experience and 
relations, better service to customers. ‘One of the 
foremost motives’ is to obtain for each member a 
more even supply of work and less flyctuation in 
financial results. 

The successful end of the partnership’s first decade 
has been marked by a bonus to personnel and a distri- 
bution to them of profit-sharing certificates. Complete 


fusion into one company has been considered but 
the advantages, weighed against certain disadvantages 
in the partnership method, are nat at present con-, 
sidered to be worth the additional taxation which 
would be involved. ° 

At the end of 1955, the company had orders for 
thirty-eight ships including eight 14,000-ton cargo 
liners for English customers. With this promise of 
work for the next five years, however, the company 
is faced with labour shortage in Holland accentuated. 
by a tendency of workers to move to lighter industries 
than shipbuilding. The most important attraction 
for new personnel is housing and, in co-operation 
with other companies situated in the noreh of 
Amsterdam, steps have been taken to undertake the 
large-scale building of homes. An ‘association of 
companies in Amsterdam north’ has, in fact, 
stimulated interest in the development of that area. 


| Stock Valuation 

‘For elimination of overheads in work in progress 
and stock valuation (by Parnalle{55,594; by subsidiary 
companies £45,665) — £101,169’. The explarfation of 
this item in the accounts of Parnall (Yate) Ltd, 
is interesting. The company makes water heaters, 
washing machines, wringers, ironers, cookers, etc., ¢ 
and in the extension of activities has taken over 
various companies in past years. 

© The concerns taken over, however, had their own 
particular methods with the result that in the group 
company, there is no formula common to all its 
constituents in the valuation of work in progress and 
stocks. The transfer of {101,169 results from a move 
to secure uniformity by the elimination of any 
overheads in work in progress and stocks. Thus, for 
1955, and subsequently, work in progress and stocks 
are being valued on the basis of standard cost of 
labour and materials or replacement value, which- 
ever is lower in all the companies. Another noteworthy 
point in these accounts is the charging, by way of 
additional depreciation, of £18,0go ‘to cover the 
abnormal hours of working during the year’. 

= The company is now facing the effects of the 
Government’s anti-inflation measures. Lord Limerick, 
in his address as chairman, refers to the ‘sudden 
upheavals in our home trade’ and to ‘drastic changes 
in our volume of production’ which have a serious 
effect upon the cost of each product. Manufacturers, 
he says, cannot maintain stable and* competitive 
prices, essential for overseas trade, if the Government, 
with no prior notice or consultation, causes dis- 
turbances of this sort. 


Money Market” 
With the market’s bid reduced to £98 14s 7d there 
was a sharp rise in the Treasury bill rate on June 22nd. 
The average rate was £5 1s 8-17d per cent, applica- 
tions being £358,680,000. Next week’s offer is 
£280 million. ° 


Lod 


June 30th, 1956 
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dance Sheet 
f ag Dec. 1955 


ne 30th, 1956 









ASSETS 
Nedarlandsché Dok en Scheepsbouw 
Maatschappij (v.0.f.) 

pital Account 
Profit-sharing 















Own shares 


ben and loss account for 
ie year ended 31 Dec, 1955 
19546 1955 
Fis DEBIT Fils 
681525 Profit to be distributed 757.875 
Gen 
681 525 757.875 








ASIS OF YALUATION OF ASSETS 
i COMPLIANCEWITH ART. 42 
F THE COMMERCIAL CODE 


tiance Sheet 
rat 3} Dec. i955 
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N, Y. NEDERLANDSCHE 
SCHEEPSBOUW- 
MAATSCHAPPIJ 













LIABILITIES 
Share Capital 10.000.000 
less: Share Capital not bwzed 3.896.500 ' 

å 6.103.500 
Preference Share Capital 10. 
Premium Reserve 102.915 
Dividend Reserve 63.623 
General Reserve 1.040.462 
Non-distributed Dividend [953 —— 
Profit and Loss Account 757.875 

8.078.375 





e 
1954 1955 
Fis CREDIT Fis 
Share of Profit made by the 
Nederlandsche Dok en 
681.525 Scheepsbouw Maatschappij (v.0.f.) 757.875 
681.525 757.875 
e 


The capita] account with the Nederlandsche Dok an Schedpsbouw 
Maatschappij {v.o.f.) was origi ker ech up in the books at the partne SE 
agreement valuation, viz. Fis 4 O00; it was Increased by Fis 1.500. 

in [948, by Fis 900.000 in 1950, by Fis 525.000 in 1952, by Fis 90.000 in 1954 
and by Fis je 000 in 1955. 


Se NEDERLANDSCHE 
DOK 
MAATSCHAPPL N.Y. 





ASSETS Fis Fis 
Nederlandsche Dok en Scheapsbouw 


= Maatschapplj {v.o.f.} 
7.265.000 Capital Account 7.270.000 
, 689.525 Profic-sharing 757.875 
7.946.525 8.027.875 
Shares In N.V. Nederiandschs 
62} 000 EE H 621.000 
Dividend on shares N.Y, Neder- 
landsche Schespsbouw- 
62.100 happij*) 68.310 
8.629.625 8.717.185 








Fis LIABILITIES Fis Fls 
10.090.000 Share Capital ` {0.000.000 
3.321.000 less: Share Capital not issued 3.316.000 
6.679:000 6.684.000 
33.640 Premium Reserve 33.640 
1.173.360 General Reserve keng 1.173.360 
743,425 Profit and Loss account 826.185 
8.629.625 8.757.185 











Profit and foss account for 
the year ended 31 Dec. 1955 









EBIT 
743,625 Profit to be distributed 


743.625 









CREDIT 
Share of the profit of the 
Nederlandsche Dok en 


681,525 Scheapsbouw Mande) (v.0.f.) 8 757.875 
D Dividend on shares N ts 
Nederlandsche hee Sree 
62.100 Maatschappij: 1955*} 68.310 
826.185 








BASIS OF VALUATION OF ASSETS 
IN COMPLIANCE WITH ART, 42 
OF THE COMMERCIAL CODE 


d ede; to the approval of the dividend by the general meeting of 
arsholders of the N.Y. Nederlandsche Sheepsbouw-Maatschappi]. 


The capita! account with tha Nederlandsche Dok en Scheepsbouw 
Maatschappij v.0.f.) was ori le ao Si in the books at the ership 
agreement valuation, viz. Fis 4,250,000; it was Increased by Fis [.500.000 
in 1948, by Fis 900.000 In 1950, r Fls 525.000 in 1952, by Fis 90.000 
In 1954 and by He 5.000 in 1955. Shares in N.Y. Negerlandsche 
Sheepsbouw Maatschapp!} have been valued at par. a 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
-~ The Editor does not necessarily agree with, or hold himself responsible for, the opinions, expressed. 


Check Trading: Deduction for 
i Outstanding Commission 


Sm, — We have been cotresponding for some time 
with the Revenue authorities regarding a claim that 
the collecting commission on outstanding debts of a 
check (or credit) trading company should be allowed 
as a charge against profits. 

We understand that an allowance of this nature 
has been granted in other tax districts and we should 
be obliged if your readers could give us any further 
inf@mation on this point. 

Briefly, the operation of the trade is that the 
company issues a ‘check’ or voucher to an individual 
who can exchange it for goods at a retailer. In return 
for this credit the individual pays a poundage or 
service charge and the balance by twenty weekly 
instalments. The retailer allows the company a special 
discount. 


If has been he practice to credit in the accounts: 


a) the poundage charge; and ` 
Ai the discount received from the retailer. 


Against this, the only debit whicl has been allowed 
has been the commission actually paid to the agen! 
on collections mad». Under this system the profit for 
assessment on a check issued during the last week of 
the trading year is some 75 per cent greater than the 
profit which will ultimetely # earned, and in fact on 
any check issued during the last twenty weeks of the 
trading year the profit zsessed is greater than that 
ultimately earned. 

Where credit is taken in the accounts for all dis- 
counts receivable on checks issued, surely it is 
equitable that the charge should include all com 
missions payable on checks issued, the value o. 

checks issued being common to both credits and 
debits. 

Assuming the company closes down, what is the 
position regarding commissions payable on oft- 
standing debtors? Is this allowed as a loss for taxation 
purposes although the company has ceased tradingi 


Yours faithfully, 


West Hartlepool. E. J. WHITE & CO. 


F OR STUDENTS 


GENERAL COMMERCIAL KNOWLEDGE” 
m Premium Bonds 


As readers will doubtless be aware, the proposed 
introduction of premium bonds was announced in the 
receut Budget speech of the Chancellor of the Ex- 
chequer, and of all changes in government financial 
matters ingrecent years, this is probably the most 
contentious. l 

Even avoiding the ethical problems of whether or 
not such bonds constitute gambling and, if s0, whether 
they should be issued at all, there are many points of 
interest which arise in connection with them. 

The present proposals arg that a fund be established 
at the rate of 4. per cent a year on the total moneys 
invested in these bonds: instead of being allocated to 
individuals in proportion to their holdings (as is the 
normal course of events with such a fund), it is to be 
paid out in ‘prizes’ ranging from a few of £1,000 to 
many of smaller amounts, and the selection of the 
payees will be left to ‘the goddess of fortune’ (whose 
decisions well no doubt be made through the medium 
of some mechanical device yet to be conceived). ® 

From an administrative point of view, economies 
will arise from the fact that the number of ‘prize’ 
payments will be considerably fewer than would be 
the number of interest payments: these economies, 
however, may more than be offset by the costs of 
arranging the monthly draw. Precautions have been 
taken that the bonds are held for a qualifying period 
of six month’ before they entitle their holders to 
participate in the draw. 

If the*excessive demands on our production are to 


be curtailed ~ and that is the only long-term solution 
for curbing inflation ~ savings must be encouraged, 
and there can be little doubt that the novelty of these 
bonds will appeal to many to whom ordinary payment 
of interest is no incentive to save. 

The popular Press has not hesitated to Bee corf? 
parisons between these proposed premium bonds and 
the existing football pools, but such comparisons 
should be drawn only with caution. The main point ol, | 
difference, of course, is that the holder of a premium; 
bond may at any time withdraw his original investment 
at face value. Secondly, it is only the interest Bund ` 


' which will yield prizes and not the amount subscribed. . 


The latter will result in a considerable difference in, 
the'relative amounts available for prizes, which is no. 

doubt why a limit has been laid down of £1,000 for 

any one prize. 

In football pools today, after pools tax (30. pe: 
cent) and promoters’ commission and expenses (about 
25 per cent) have been deducted from the stake money; 
there is left for ‘dividends’ only some 45 per cent oi 
the ‘investment’. The premiums bonds will have te 
compete in the same field of business with a prize fun¢ 
of only 4 per cent of the investment, though the 
investor never loses his original investment: the fac 


that the premium bond prizes will be distributed only 


at quarterly intervals, as compared to the weekly foot-, 
ball pools, will also have some bearing on the attractions.: 

From the Government’s viewpoint as a borrowers 
the premium bonds will be in all probability no more;. 
expensive than other forms of borrowing; they are! 
more in the nature of an experiment in psycholog;" 
rather than an experiment in finances. 


Jeune 30th, 1956 
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TAXATION 
Interest on Tax 


“Tf the tax due on an assessment is not paid on the due. 


"Gate or within a reasonable time thereafter, the Inland 
‘Revenue have the power to charge interest on the tax 
inpaid and in prattice often do so, 

. For the purposes of income tax, surtax and profits 

. bx, the ‘reasonable time’ is taken as being three 
nonths after the due date. Thereafter interest may be 
harged on the amount outstanding, though this is 
subject to the limitation that no interest may be charged 
where the tax on the assessm2nt concerned does not 
exceed £1,000, or the interestidoes not exceed £1. 

It will be appreciated thez since the {1,000 limit 
operates not-on the tax unpaid but on the tax due on 
. he original assessment, interest may be charged even 
vhere a substantial payment on account has been 
P „ade: in such cases, however, it will be confined to the 
‘mount remaining unpaid for more than three months. 

. Tax payable on an assessment is ‘held over’ in the 

tase of an appeal to the Commissioners. This is a 
statutory rule in the case of tax payable under Schedule 
D, and a concession in respect of tax payable under 
ther schedules. When the appeal is taken to the 
~ourts, however, the tax is payable notwithstanding 
he appeal. Since the appeal to the Court may result 
in the total amount of tax payable being reduced, 
thereby producing a refund, the Court has power to 
„ilow interest to the taxpayer on the tax which has 
been over-paid. 

In the case of both interest payable and interest 
receivable by the taxpayer, the rate adopted in 
recent years has been 3 per cent per annum. The 
interest is paid without deduction of income tax, and 
jt is not allowed as a deduction from assessable income 
‘when paid to the Revenue, nor is it assessable to tax in 
‘the hands of the recipient. 

Normal repayment claims (e.g. for personal allow- 
ances or reduced rate relief from investment income 
teed at source) and repayments arising from an 
‘error or mistake’ claim do not give the taxpayer the 
right to interest in addition to the tax involved, even 
though the limits of three months or £1,000 may be 
exceeded in such cases. 


COMPANY LAW 
. Directors — II 
One of the shortest sections in the Companies Act, 
948, is Section 180, which states: 


‘The acts of a director or manager shall be valid 
notwithstanding any defect that may afterwards be 
oe in his appointment or qualification.’ 


D 
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entered into contracts, or otherwise conducted the 


‘business of the company. Were it not for this section, 


which gives validity to the acts of the director in such a 
period, meetings he had attended might have been 
improperly held, cheques he had signed worthless, and 
contracts he had made would be void, 

Examination questions frequently require o know- 
ledge of this section, and @ar from being a purely 
technical matter, it has great practical significance. 

If a director of a company is in any way directly or 
indirectly interested in a contract or proposed contract 
with his company, he is obliged to declare the nature 


dot his interest at a meeting of the directors (Section 


199). For this purpose, ‘interest’ is given a broad 
interpretation and if the director should own only one 
share in a large company with which it is proposed to 


- do business, he is still deemed to have an interest. 


In such cases he may give a general notice ta, his 
fellow directors that he is a member of a specified 
company, and, provided that sucha general notice is 
brought up and read at the next meeting of the directors 
after it is given, this will have effect for all further 
contracts or proposed contracts. 

In the case of the director having a special interest in 
a proposed contract, the director is under a duty to 
disclose the nature of his interest at the first meeting at 
which the question of enteringsinto the contratt is 
considered, or, if the director is not until later int@rested 
in the proposed contract, at the next meeting of the 
directors thereafter. 

The Companies Act does not attempt to prejudice 
the operation of any rule of law restricting a director 
of a company from having an interest in a contract 
entered into by his company, but if the director 
fails to comply with the provisions of Section 199, he 18 
liable to a fine not exceeding {100. It should be borne 
in mind by students that the disclosure of such 
interests of a director must be made to a metting of 
directors; there is no statutory obligation to make such 
disclosure to the meetings of the company generally. 


BANKRUPTCY 
Pre-preferential Debts 


Two classes of debts rank as being preferential to the 
normal list of ‘preferential debts’, and are often 


referred to as being ‘pre-preferential’, 


Where the bankrupt was an officer of a friendly 


' society or a trustee savings bank, and thereby had 


money of the society or bank in his possession, full 
return of this money must be made to the appropriate. 
persons before anything is available for dividend to 
the bankrupt’s creditors. Such moneys are in the 
nature of trust moneys and their SEN to full restitution 
aniruntcy Act, 1914 
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: PARTNERSHIP LAW 


Garner v. Murray 


The ruling in Garner v. Murray ([1904] 1 Ch. aaa is 
one which should be known to every student of 
accountancy. 

. This case was concerned with a partnership in which 
profits and losses arising from trading were divisible 
equally, but the capital (from three partners) had been 
contributed in unequal proportions. The business was 
terminated and it was found that as a result of the 
losses: sustained, the assets were insufficient. to pay to 
the partners their original capital: indeed, the capital 
of one partner was represented by a debit balance 
on his capital account; he was insolvent, and- was 
ae unable to make good this deficiency to the 


e question then arose as to how the avaiable 
assets should be divided between the two solvent 
partners. Should the ‘loss’ arising from the in- 
solvent partner’s debit balance be shared equally in the 
same manner as a trading loss, or should it be borne by 
the partners in the ratio of their capital accounts? 

_ It was held that the ‘loss’ arising from the insolvent 
partner’s debit balance was not a trading loss; it was a 
debt between the partners and should be shared 
between the tyo solyent partners in the ratio of their 
capital accounts as last agreed. Consequently, the 
assets wete then divisible in this ratio. 

Students are often prone to cite this decision too 
hastily: it should be borne in mind that it applies 
only when the partner with the debit balance ts 
insolvent. If in an examination question, one finds on 
a dissolution that one partner has a debit balance, on 
his capital account, it should be assumed — unless 
otherwise specified ~ that that partner is solvent and 
is therefore able to contribute his deficiency, thereby 
increaSing the assets available for distribution and eo 
enabling the other partners to receive, in full, -the 
amounts due to them. 

Students interested in the historical ispeci of this 
case may be curious as to the manner in which it came 
before the, Court. The answer is that Garner and 
Murray were the two solvent partners, who could not 
agree as to the manner in which the available assets 
were to be shared, 


AUDITING 


Verification of Debts 


- The verification of book debts is usually initiated; by 
checking the schedules of the ledger balances with the 
individual ledger sheets relating thereto. In cases 
where these are very numerous it is sometimes con- 
sidered sufficient merely to test a proportion of the 
balances extracted, but in any event the total of the 
debtors should be agreed with any available control 
accounts that arg included in the book-keeping syst@m. 
In addition, the routine postings to the ledgers will 
normally be tested to ensure that the fundamental 
- records are both adequate and accurate. 

In cases whefe no ledger accounts are maintained for 
debtors — e.g. where files are kept of unpaid invoices 
out — other techniques must be adopted and it will 
generally be necessary to ensure that the invoices have 
been issued irf accordance with the established routine 
and that any allowances or credits in respect thereof 
have beén duly recorded. 
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Possibly the best form of verification of a debtor 
balance is its subsequent payment and where a final 


- audit is conducted a little while after the accounting 


date, it may be possible to verify many of the debts by 
reference to the cash subsequently received. The 
procedure of noting such payments SE the schedule 
of balances is also of value since if will show clearly 
those accounts which have not been paid and to which 
special attention should then be given. In particular, 
the nature of any disputes by the customers should be 
investigated and where it appears likely that a debt or 
any part thereof will have to be written off as bad, 
provision should be made therefor. In connection with 
the latter item, full regard must be paid to trade 
customs, for debts which might be suspected as being 
bad after two months in one trade may well be good 
after two years in another. 

In America it is common practice ta e 
debtors —or accounts receivable,- as they are there 
termed — seeking verification of the balances outstand- 
ing at the accounting date. Sometimes the circulariza- 
tion is in the form of an audited statement on which 
queries are requested to be sent to the auditor’s 
office. In other cases, a definite confirmation of i 
balance is requested and the debtor may be asked to 
countersign and return the form of statement. 
Whilst such circularizations have their uses, it must be 
appreciated that there is a limit as to the effectiveness of 
such a procedure. Particularly when the debtors 
concerned are the customers of a retail trader and are 
not themselves traders, the circularization may create 
more difficulties than it solves. The man in the street 
would appear to detest having to confirm debts which 
he has subsequently paid and if, as a result, the auditor 
is put to the trouble of sending individual letters 
explaining the nature of his request to the debtors, 
the burden of correspondence in the auditor’s office 
may become heavy indeed, whilst the value of the 
check may be insignificant through failures to reply. 

The procedure should naturally only be followed 
with the consent'and approval of the client. Where it's 
desired to initiate such a procedure, it is often worth 
while confining the work in the first year to a small 
sample of the total debtors so that the reaction may be. 
determined without going to great lengths in regard to 
the clerical work involved. It is unusual to find a 
response of more than 75 per cent and in many cases, 
particularly in the retail trade, the useful response may 
be as low as 25 per cent. In such cases, of course, 
there is seldom any economic justification for continu 
ing such circularizations of debtors. 


PRACTICAL TAXATION PROBLEM - II 


Mr Jones has for many years operated two businesses 
the results of which for recent years are as follows: 


Business A. Business B. 
Year ended March 31st, 1954 Profit Zreo Profit {320 
Year ended March 31st, 1955 Loss £860 Profit £590 
Year ended March 31st, 1956 Profit Loro Profit £320 i 


Mr Jones has investment income of {110 a year, 
He is magried, but his wife has no income of her own. 
What are the alternative -claims for relief of the loss 
sustained in Business A.? 
The answer will appear under ‘Notes and ee 
in next week’s issue. `: E 
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The Accountant 
INDEX TO VoL. CX XXIV: JANUARY-JUNE 1956 


The general inde® to this volume — January to June 
4956, Vol. CXXXIV - will be published with. the 
first part of the next volume, dated July 7th, 1956. 
| The parts of this volume should therefore not be 
, sent for binding until the index has been added. 


: . Personal 


| Messrs Woop, Wiiitey & Co, Chartered Account- 
| ants, of 34 Clement’s Lane, Lombard Street, London, 
EC announce that they have assumed as a partner 
Mr P. V. CHESSON, C.A. i 
` Messrs LITTLEBOY, GiıLLerr & Co, Chartered 
_ Accountants, of 7 George Road, Edgbaston, Birm- 
ingham, 15, announce that their senior partner, Mr 
NIE E. LITTLEBOY, F.c.A., who has been in 
ractice for over forty-five years, will be retiring as 
Wës June 30th. The continuing partners, Mr J. A. 
GILLETT, F.C.A, and Mr R. RAVENSCROFT, A.C.A., 
anfounce that as from July ist, 1956, they are taking 
into partnership Mr C. B. BRAGG FLINT, F.C.A., who 
has practised for many years under the name of 
CHARLES FLINT & Co. The new partnership will be 
carried on under the original name of LITTLEBOY, 
GILLETT & Co at the same address. 

Mr T. Desmonp Lorimer, A.C.A, formerly 
practising under the style of T. D. LORIMER & Co, at 
41 Royal Avenue, Belfast, announces that as from 
June rst, 1956, he has amalgamated his practice with 
that of Messrs Husu, SMYLIE & Sons, Chartered 
Accountants, of 13 Donegall Square North, Belfast, 
and has become a partner in the firm. The style of 
the firm remains unchanged. 

Mr H YOUNG, F.C.A., practising as H. YOUNG & 
Co, Chartered Accountants, at 46 Curzon Street, 
London, W1, and Mr H. Newman, F.c.A., practising 
as LANCASTER, NEWMAN & Co, Chartered Account- 
ants, at 120 Moorgate, London, EC2, announce that 
they are amalgamating their practices from July rst, 
1956. The partnership will be carried on under the 
style of Newman, Younc & Co, Chartered Account- 
ants, from 16 Curzon Street, Mayfair, W1. 


Accounting Hall of Fame 


Mr A. C. Littleton, PH.D., C.P.A., Professor Emeritus 
of the University of Illinois, has been elected to the 
Accounting Hall of Fame, which was established at 
Ohio State University in 1950 to honour famous 
accountants for their services to the accountancy 
profession in the United States. 

Mr Littleton joined the faculty of the University 
of Illinois in 1915 and stayed for thirty-seven years 
until his retirement in 1952. He is well known as an 
author and has been a president and director of 
research of the American Accounting Association as 
well as a member of several committees of the 
American Institute of Accountants. 
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NOTES AND NOTICES | 


‘-The Institute of Chartered Accountants 
in England and Wales 


May 1956 EXAMINATION RESULTS 


The Secretary of the Instit@te has asked us ta state 
that each candidate at the Me 1956 Intermediate and 
Final examinations may expect to receive by post on 
Saturday, July 21st, a notice informing him of his 
pass or failure. 

A full list of successful candidates will be exhibited 
atthe Institute offices at noon on Tuesday, July 
24th, and will be published in The Accountant dated 
July 28th. 

Candidates cannot be informed of their results by 
telegram or telephone and no inquiry as to whether 
the results are available can be entertained. 


Professional Notes 


Sir Richard Yeabsley, C.B.E., F.C,A., F.S.A.A., has 
been appointed deputy chairman of F. Perkins Le 
of Peterborough. 

Mr A. E. Saunders, F.C.W.A., OC i; has*relin- 
quished his position as secretary and director of 


Webster & Bennett Ltd, of Coventry, and has been ` 


appointed to a new position as director and comp- 
troller of the company. Mr R. F. Beioley, A.8.A.A., 
succeeds Mr Saunders as secretary. 

Mr J. G. S. Gammell, M.B.E., C.A., who is joint 
manager of British Assets Trust Ltd and Second 
British Assets Trust Ltd, and a director of Standard 
Life Assurance Co, has been appointed a dirétor of 
Scottish Bank Insurance & Trust Shares Ltd. 

Mr Sidney A. Wale, a.c.a., has been appointed 
managing director of C. Lindley & Co Ltd, bolt and 
nut manufacturers and engineers’ merchants. 

Mr J. B. Hartley, A.C.A., who has beeft secretary 
of Lines Bros Ltd, Merton, SW1g, since 1934, has 
been appointed to the board of directors. 


Changes in London Petty Sessional Divisions 


A major rearrangement of the London petty 
sessional divisions — the divisions administered by 
justices of the peace — takes place on July ist, when 
the existing divisions, numbering sixteen, are reduce 
to eight. The change is being made by the 

tion of a number of the divisions, some of which e 
be renamed. 

'Fhe Hampstead Division is being amalgamated 
with Marylebone but will continue under the same 
name. Sir Harold Howitt, G.B.E., D.S.0., M.C., D.C.L., 
D.L., J.P., F.C.A., who has been chairman of the 
bench for some time, has been elected chairman of the 
extended division; one of his five deputy chairmen ig 
Mr W. E. Sykes, M.C., J.P., F.C.A., C.C. In the un- 
changed Wandsworth Division, Mr Brian Manning; 
D.L., J-P., F.C.A., continues to serve as a member of 
the bench. l e 
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In Parlament 
INVESTMENT ALLOWANCES: FURL-SAVING PLANT 


Mr Nasarro asked the Chancellor of the Exchequer 
whether he will include in his list of fuel-saving plant 
which he proposes should qualify for investment 
allowances, downjet furnaces, steam and electric oil- 
heaters, pass-out turbirfts and their ancillary equip- 
ment, oil separators, Steam accumulators and, all 
types of oxygen recorders and pyrometers, whether or 
not used to measure flue gas temperature; and 
whether he will give an assurance that any list which 
he approves initially in this connection will: not be 
final and that arrangements will be made to permit 
additional items to be introduced from time to time 


without difficulty in the light of technological changes. ` 


‘Mr H. MACMILLAN: On the advice of my right hon. 
friend the Minister of Fuel and Power, I have decided 
to include pass-out turbines and their ancillary 
equipment and also steam accumulators in the list. 
My hon. friend’s other suggestions will be care- 
fully considered. As regards the last part of the 
question, the terms of subsection (4) of clause 12 of 
the Finance Bill were designed to meet the point 
mY hon. friend bas gn mind. 


Hansard, June 19th, 1956. Written Answers. Col. 77. 


TAXATION CHANGES: INFORMATION 
Mr H. Wison asked the Prime Minister if he is 


aware of the practice whereby certain private’ 


Members, or other persons, have been informed: of 
intended changes in taxation in advance of an 
intim®ion to the House; and if he will instruct 
Ministers concerned that this practice must cease. 

The Prime Minister: I am aware of the right hon. 
gentleman’s concern in this matter. As to changes 
which may be proposed during discussion of the 
Finance Bill, as of any other Bill, nothing should 
ever be said about Government intentions in circum- 
stances where that could result in private gain. 
Subject to that, I think that Ministers must be 
allowed to use normal discretion, and that no fresh 
instruction is necessary. e 


Hansard, June 19th, 1956. Written Answers. Col. 78. 


COMPANIES: ANNUAL RETURNS 


Mr OLIVER asked the President of the Board of Trade 
whether he is aware that some companies are years 
behind in filingstheir annual returns at the Companies’ 
Registry, thus causing much inconvenience to persons 
and organizations having an interest in the returns; 
and whether he will adopt the pre-war practice of 
sending out reminders to companies which fail to 
comply with their legal obligations in this regard. 
Mr P. THORNEYCROFT: Because of staff shortages 


and accommodation difficulties and the great increase . 


‘since the war in the number of companies on the 
register, the Registrar of Companies has not been able 
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fully to restore the pre-war practice. Reminder’ are > 
sent promptly to all public and recently-formed , 
private companies which are in arrear with their 
annual returns. Long arrears exist only in a small | 
proportion of the remaining cases and these are being 
overtaken... S i e : 


Hansard, June 25th, 1956. Written Answers. Col. 18. 


24 per cent Defence Bonds: 
Conversion Offer 


The Treasury have announced that a conversion offer 

will be made to holders of 24 per cent Defence Bonds 

purchased between October 1st, 1946, and March 

31st, 1947, and maturing between October rst, 1956, 

and March 31st, 1957, of which about £31 million 

are outstanding. These holders will be invited to 

exchange their holdings into 44 per cent Defence 

Bonds (Conversion Issue) on the tenth anniversary of. 
the date of purchase. If they accept the offer hog 
will be paid interest at 24 per cent per annum for 
the period from October 1st, 1956, to the date : ` 
exchange, and at 44 per cent per annum for .-. 
period from the date of exchange to March 31st, 

1957; the maturity premium of {1 per cent will be 

paid on the date of exchange. . 

. Acceptance of the offer will not involve any break in the 

holder’s encashment rights. Lf the offer is not accepted, 

interest on the maturing bonds will cease on the tenth 

anniversary of the date of purchase. 

The terms of the Conversion Bond will be the same as 
those of the 44 per cent Defence Bonds currently on sale, 
except that interest will be payable on April 1st and October 
1st. The full conversion terms are given in the prospectus 
and notice issued to individual hollen today, June 3oth, 
1956, together with forms of request for conversion and 
forms of authority for repayment for the use of holders 
who do not accept the conversion offer. The list of accept- 
ances of the conversion offer will be closed on July 31st, 


1956. 

Apart from bonds inherited from a deceased holder, the 
maximum amount of Defence Bonds which a person may 
hold, either solely or jointly with any other person, is {1,000 
44 per cent Defence Bonds (Subscription Issue), £1,000 
4 per cent Defence Bonds (Subscription Issue), £2,000 
34 per cent Defence Bonds (Subscription Issue) and £3,500 
in the aggregate of all other issues of Defence ds, 
including the present issue of 4f per cent Defence Bonds 
(Conversion Issue). l Í 
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The Institute of Cost and Works Accountants 
List OF MEMBERS, 1956 


A new edition of the List of Members of The 
Institute of Cost and Works Accountants was pub- 
lished recently giving details of membership corrected 
up to November 3oth, 1955. 

The book contains alphabetical and topographical 
lists of members, together with information about 
the Institute’s branches, sub-branches and students’ 
societies and its eight ‘centres’ in South Africa and 
Southern Rhodesia. Other information includes the 
names of past presidents, and the composition of the 
Council and of the Institute’s nine committees. ` ` 


